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Welcome to Caledonia

We are a self-managed investment trust company
with net assets of £1.6bn. We aim to deliver long term
growth in shareholder capital and income by
investing in well-managed, long term businesses and
funds, both listed and private, in a range of sectors

and regions.
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Strategic report Directors’ report Financial statements QOther information
Company highlights

e Net asset value per share total return of 14.2%
e Ten year outperformance against the FTSE All-Share
e Annual dividend per share up 3.1% to 50.6p

Results summary
31 March 31 March Change
%

2015 2014
Net asset value £1,627m £1446m 125
NAV per share 2906p  2593p 121
Annual dividend per share 50 6p 45 1p 31
Performance
1year S years 10 years
% % %
NAV total return 142 563 1273
Total shareholder return 212 560 106 2
Dividend growth 31 433 794
Pools
Value Return
£m %
Quoted 4477 35
Unquoted 5103 192
Funds 3277 452
Income & Growth 2021 114
Portfolto 1,4878 168
Cash and other items 1391
Net assets 1,6269 14 2

NAV per share was calculated on a diluted, cum income basis
Source Caledora Investments plc and FTSE International Limited {'FTSE ) © FTSE 2015 ‘FTSE® is a trade mark of the London Stock Exchange Group companies and is used by

FTSE International Lirmitad under icence All nghtsin the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors Neither FTSE nor its licensors accept any liability for
2ny errors or omissions in the FTSE indices and/or FTSE ratings or undertying data No further distnbution of FTSE Data 1s permitted without FTSE s express written consent
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Chairman’s and Chief Executive's report

This has been a very strong year
for Caledonia, with our portfolio
delivering a healthy 14.2% return for
shareholders, taking our total NAV
to another record high and further
extending our ten year market
outperformance. This performance
was well ahead of our year on year
objective and, together with our
Increasing income generation, has
supported our proposed 3.1% rise
in the total dividend for the year,
the forty-eighth year of consecutive
annual increases.

Our portfolio is built on high quality
businesses with strong prospects for
the medium to long term. Coupled
with our conservative cash position,
we are well placed to capitalise on
future opportunities and to meet our
average annual return objectives of
RPI+3% to RPI+6% over a ten year
period.

2 Annual repart 2015 Caledonia [nvestments plc

Results

We are pleased to report that Caledonia’s portfolio has delivered
another year of strong growth The net asset value per share total
return {'NAVTR’), which measures the growth of the balance sheet \
capital and the income that it produces, was 14 2% for the year This
creditable performance 15 well ahead of our year on year objective
of delivening average annual returns of between RPI+3% and RPI+6%
over ten year penods and contnbuted positively to the ten year
annualised NAVTR at 31 March 2015 of 8 6% Quryear-end NAV per
share recorded a new high of 2906p and we were pleased to see
that this has been reflected in our share price, which increased by
Just under 19% in the 12 month period The board 1s recommending
a 3 1% increase in the final dividend, which would result inan overall
increase of 3 1% for the year, the forty-eighth consecutive year of
growth in our annual dividend

Caledonia strategy

Caledomia offers shareholders the opportunity to invest ina
portfolio, much of which 1s not available to investors generally

The portfolio consists of four pools, each with a differing profile,

not reflecting any single market or tracking any benchmark Rather,
1t 15 the result of finding businesses that demonstrate attnbutes that
fit our strategy — low gearing, cash generation and a strong position
in their market place —and, particularly in the unguoted space,
comparuies that prefer our offering as a long term prowider of
capital By consistently delivening average annual returns over rolling
ten year penods of between RPI1+3% and RPI+6%, we aim to provide
to shareholders a return that also exceeds the FTSE All-Share Total
Return index over the long run

The company’s cwnership structure and the fact that we invest from
our own balance sheet, rather than raising external funds, allows

us to take a much longer investment time horizon than mary
institutional investors, often over ten years The long term
commutment of the Cayzer family and our open-ended approach
also helps to attract other family-owned businesses and
management teams seeking capital to develop their businesses
without the pressure of a change of ownership every few years

Qur investments in Cobehold and more recently Choice Care Group
and Park Holidays are good examples of these

Our longer term, collaborative approach has several other
differentiating advantages It allows management teams to invest
in opportunities for their businesses that take time to bear frut

It avoids the distraction of frequent corporate action that 1s the
inevitable result where the prowiders of capital have to return funds
to their own investors within a fixed penod of tme It also requires
less reliance on geanng to achieve the required retumns, thereby
taking less nsk with the balance sheets of the compames we invest
in However, when capital is plentiful and competition 1s strong, we
often find ourselves out-bid by others more willing to use higher
geanng and pay prices that we consider too high We would rather
maimntamn a disciphned approach and preserve our capital than
averpay for an investiment, however attractive
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We also seek to diversify our assets by allocating capital to different
geographies and currencies We invest in funds, both quoted market
and private equity, to gain exposure to economies such as Asia and
the US, where we consider it more effective to use local managers
than to nvest directly ourselves In addition, we enable shareholders
to gain exposure to a carefully picked selection of direct quoted
investments These atsa reflect our cautious nature with our
preference for established companies which have demonstrated
the ability to produce compound growth over the long term, such

as AG Barr, Bristow Group and Close Brothers — all high quality
businesses which we have held for many years

Investment performance

Our long term investment strategy, together with the high
proportion of tess hquid unquoted investments n our portfolio,
means that performance 1s most effectively measured over the
longer term The board’s aim 1s therefore for Caledonia’s NAVTR to
outperform the FTSE All-Share Total Return index over rolling ten
year periods Our ten year investment honzon provides the
tmeframe for our portfolio to accumulate vatue, whilst cptimising
nisk/return characteristics We believe that targeting a performance
range of long term RPI+3% to long term RPI+6% will fead to an
outperformance of the FTSE All-Share over ten years

lyear 3years Syears 10years

% % % %

NAVTR 142 S63 555 1273
NAVTR annuahised 142 161 92 86
RP! annualised 09 22 31 30
Caledonia RPI outperformance 133 139 61 56
FTSE All-Share TR annuahsed 77
Caledonia FTSE outperformance 09

The graph below, which shows annualised ten year rolhng periods
of performance {thereby utilsing data from a 20 year timespan}
further dlustrates that we are have consistently delivered our long
term performance objectives

Financial statements Other information

Income and ongoing charges

Investment income for the year rose 15% to £47 2m which, after
other income and expenses, fully covers the proposed dividend for
the year Growth i income has been a particular focus for us over
the past five years and over this period has increased by 43%, driving
the yield from the portfolio from under 2% to 3 3%, despite our NAV
increasing by 38% We belreve the prudent way to run the company
for our shareholders 1s to maintain a fully covered dividend without
charging any of our management expenses to capital

Qur ongoing charges for the year were 1 22% of NAV against 1 03%
for the prior year The difference resulted largely from an increase
in the cost of our share incentive plans, which reflected the recent
strong performance of our NAV Qur business model of investing

tn unquoted companies requires more managerment resources than
a purely quoted portfoiio and therefore higher employment costs
We estimate that, based on an analysis of the expenses of other
funds with similar investment focus to each of our pools, an
equivalent ‘sum of the parts’ benchmark cost of runming a fund
with our particular attributes would be approximately 1 7% of NAV
we therefore believe that Caledonia’s seif-managed model offers
shareholders good value for money on a like for like basis

Balance sheet and cash

Net cash at the year-end amounted to £131 Om agamst a small net
debt posttion of £7 1m at the beginming of the year This movement
was the result of the proceeds from the sale of Oval in Apni 2014,
distnbutions of cash by funds and top-sheing activity within our
Quoted pool Overall, dunng the course of the year, we invested
£199 4m and realised £320 1m, not including investments and
divestments made within the Income & Growth poo!

We constder it prudent at this stage of the stock market cycle to
have a cushion of cash which, alongside committed bank facilities

of £175m, will enable us to take advantage of opportunities as they
present themselves This s especially important in the unguoted
arena, where the precise timing of investments i1s generally more
unpredictable The board’s policy is to use modest structural geanng
selectively within the individual portfolio companies, rather than
borrow within Caledonia

Annual report 2015 Caledonia Investments ple 3
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Chairman'’s and Chief Executive’s report contnued

Overview of portfolio

The portfoho, before management expenses and other net assets
were taken into account, returned 16 8% for the year under review
This bulk of the return came from the Unquoted and Funds poois,
the latter returning an exceptional 45 2%, driven by Capital Today
China ('CTC’) and its investment in D com, which during the year
histed on NASDAQ. It is important to point out that the performance
of just about all of the underlying funds within the Funds pool was
strong, although CTC was by far the biggest contributor The
Unguated pool returned 19 2% over the year, with pleasing
performances from two of our newer investments, Park Hohdays
and Latshaw Group The Quoted pool produced a more modest
return of 3 5%, following two consecutive years of over 20%, and
was particutarly affected by reductions in value of two of its larger
holdings, Bnstow Group and Weir, whose share pnices were
impacted by the falling oil price The Income & Growth pool made
a significant contribution to Caledonia’s income account, yelding

4 3% net, as well as being on target for its capital return

Other

Value Invest move- Value

2014 ments Disposals ments 2015 Income Return
Pool £m £m £m £m £m £m %
Quoted 4978 805 {1361) 55 4477 114 35
Unquoted 568 3 49 (1090) 461 5103 231 192
Funds 2044 1040 (750 943 3277 36 452
Income &
Growth 1886 513 (516} 128 2021 87 114
Portfolio  1,4601 2407 (3717) 1587 14878 468 168
Other {14 5) 1351
Netassets 1,4456 1,626 9 14 2

The Quoted pool allocation at 28% has reduced to below its
strategic range of 35-50% of the portfolio This 1s a consequence

of both top-shcing and exiting non-core investments to take
advantage of high valuations and discipline in wariting for some

of our identified new investment opportunities to come with our
target price ranges The Income & Growth pool at 13% also remains
shghtly below its strategic allocation of 15-20% of net assets

Again, we have resisted the temptation to rush into what has been
a popular and hence expensive sector of the market of late

See page 7 for details of portfolio allocation

Overview of pool performance

Quoted (£448m, 28% of net assets)

We invest in compares with established business models, strong
balance sheets and good returns on capital over the long termn

The Quoted pool produced a total return of 3 5% for the year

Thus followed two years of strong growth {25% and 21%1n 2013

and 2014 respectively), dunng which time the portfolio has
continued to evolve in line with the strategy laid out in 2010 The
companies within the pool now reflect the charactenstics outlined
above with only a few exceptions We have added compantes such
as fardine Matheson, Rolls-Royce, Microsoft, Atias Copco, Oracle
and Sptrax Sarco, to long established holdings such as Bristow
Group, LondonMetnc Property, Close Brothers and AG Barr Post the
year end, we halved the holding in Avanti Communuications to reflect
the addiional nsk taken onto its balance sheet by a high yield bond
1ssue th 2014 The Quoted pool team has a deeply researched list of
target comparues that it monitors closely, although we are unwiliing
to mnvest at current pricing levels

4 Annual report 2015 Caledorua Investments plc

Of particular note was the sate of our entire holding in Dewan
Housing Finance in India, banking a healthy profit on total sale
proceeds of £52m We top-shced our holdings in Close Brothers

and Quintain Estates, following strong share price performance,

and exited our holdings in both Petroceltsic International and
Urban&Civic following mergers, as these were no longer core to the
Quoted pool strategy We added substantially to our wutial holding
in Rolls-Royce and established new holdings in Microsoft and Oracle,
all of which have strong business models that produce compound
investment returns over ime  Rolls-Royce, in particular, is a business
best viewed over the long term and we took advantage of some
short term adverse sentiment tn the market to build a position

of £23m

Unquoted (£510m, 31% of net assets)

We invest in unlisted businesses requinng capital and where our
balance sheet is able to provide o long term perspective We invest
in both majonty and minonty positions

The Unquoted pool returned 19 2% for the year under review,
including £23m of income We are careful to structure deals

which allow a good flow of dividends back to shareholders, which
necessanly and prudently means that we uttise relatively low levels
of bank debt We have an annual total return target of 14% for the
Unquoted pool, and given a yield target of 5%, the capital growth
requirement 1s not overly demanding This, in turn, means that

we do not have to invest in more nsky comparies to achieve

our returns

We sold our helding in Oval, the insurance broker, on 1 April 2014
to Arthur J Gallagher, receving £70m, 2 2x return on invested
capital, although we had already taken the uphift in valuation in
the previous year's results Brookshire sold a portfolio of property
assets, profiting from the narrowing of yields in the sector In
addition, Latshaw Group, a group of five US engineering companies
in which we invested in 2012, sold one of its businesses and
distnbuted to us almost the entire cost of our ongmnal investment
Pieasingly, strong profits growth at Park Hohdays, a UK based
operator of caravan parks, and TGE Manne, a German LNG
engineering business, have pushed their valuations significantly
higher

The Unquoted tearmn pursued several potential transactions that
evolved from our deal prpeline during the year, but we were unable
to secure any of the businesses at prices with which we were
comfortable The pnvate equity market has plentiful availabiity of
debt at present and 1s prepared to pay multiples of profit that leave
Iittle headroom for the unexpected to happen We will maintain our
discipline and continue to find opportunities where the fit with
Caledonia and our values outweighs pure pricing considerations
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Funds (E328m, 20% of net assets)

We invest in both pnivate equity and quoted market funds, with an
emphasis on providing exposure to areas of the world where we are
less wifling to invest directly

The Funds pool return of 45 2% was principally attributable to the
successful flotation of JD com, which s a key constituent of Capital
Today China, a private equity fund launched in 2006 with Caledomia
as a cornerstone investor As a result, the fund 1s our largest single
investment, being valued at the year end at £103 8m, even after
distnbuting £15 2m of cash during the year However, strong gains
were also made from the rest of Funds pool, in particular from the
Asian portfolio of quoted market funds Excluding the exceptional
performance wathin Capital Today China, the Funds pool return was
15 6% over the year New investments were made duning the year
in four funds specialising in Asian listed equities at a cost of £60 9m,
taking our overall exposure to £81 6m

Income & Growth (£202m, 13% of net assets)

The pool holds interests in 36 international listed businesses, which
provide a reliable and growing dvidend Cash flow returns to
shareholders are a prionty for the compories in which we invest

The Income & Growth pool exceeded its 10% total return
requirement, returning 11 4% for the year The pool invests in global
listed companies that have a higher than average dividend yield This
has been a popular area in which to invest over the past few years,
as central banks have reduced interest rates Whilst past returns
have been hezlthy, these sorts of comparues are now more highly
rated, which makes the task of producing our required level of total
return more challenging, although we can counter this by running a
more concentrated portfolic without increasing our risk or volatility
We are pteased to welcome Jonathan Greig as the manager of the
pool, who joined us in January to succeed Stephen Mitchell who had
managed the poot since its inception in 2011 Holdings within the
poot include companies such as Pfizer, Novartis, General Electnic,
Zurich Insurance and Daimler, which fit well with our approach

Share buy-backs and discount

The discount of Caledomia’s shares to its underlying net asset value
has ranged between 12% and 26% dunng the year Thts provided
opportunities to buy back shares for cancellation, thereby producing
a permanent benefit for all shareholders During the year, the
discount has mostly been toward the lower end of the range and
we bought back £0 6m of shares We will ask for the necessary
shareholder approvals at the annual general meeting to be able

to continue with these buy-backs for a further year, albeit within
the constraints of the annual waiver that we seek under the
requirements of the Takeover Code

Dividend

The board 1s recommending to shareholders a final dividend of

36 8p, giving a total dvidend for the year of 50 6p, an increase of

3 1% on the previous year This would represent the forty-eighth
consecutive year of increases inour annual dnidend Only a handful
of listed companies have achieved such 2 long and consistent record
and it demenstrates our long term attritude to investing Subject to
approval by shareholders at the annual general meeting to be held
at Cayzer House on 16 July 2015, the final dvidend will be paid on

6 August 2015

Financial statements Other information

Board

As heralded in last year’s annual report, Richard Goblet d'Alwvella
retired from the board in June 2014, wath our thanks for the support
he provided over his nine years as a non-executive director

He was replaced by Harold Boel, whose commeraial and investment
expertise gained at Corus and Sofina is already proving insightful

Charles Allen-jones also stepped down from the board just before
year end after 13 years His immense experence, common sense
and wisdom will be missed by the company, as he has guided the
executive management and the board through various challenges
during hus tenure We are truly grateful for hus immense contnbution

At the same time, we were pleased to welcome David Stewart to the
board, whose expenence, both in the fund management world and
working for family businesses, s particularly relevant to Caledonia
Shonaid temmett-Page will also join the board on 1 July 2015 and
her expenence at KPMG, Unilever Asia and COC Group, as well as
from her current non-executive portfolio, will be of great benefit
tous

Outlook

The European Central Bank has taken over the baton of quantitative
easing from The Federal Reserve and Bank of England Interest
rates in developed economies are being held at artificially tow
rates, in some cases the quite extraordinary situation exists where
customers are charged for leaving money on deposit, and it looks as
though they wall stay low for quite some time yet The combination
of these two policies drove asset prices up, bond yields to new lows
and stock markets to new highs Strong currency movements are
also a side effect of such policies Corporate profits, and in particular
margmns, rematn healthy and the econormies of both the US and UK
seem to be on a steady, if unspectacular, growth trajectory Asiais
more difficult to assess, which is reflected in markets which are
more reasonably priced

Although the UK General Election s now behind us, we still face
uncertain times with a US presidential election due next year We
beleve that our portfolio and conservative cash position leave us
well placed however challenging market conditions may be We are
invested in high quality businesses which have good prospects for
the medium to long term Our strategy i1s delivering performance
for shareholders at an appropnate level and we are confident that
the portfolio 1s well positioned for the future

Rod Kent Will Wyatt
Chairman Chief Executive

Annualreport 2015 Caledonia investments plc 5
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Business model and strategy

Caledonia is a self-managed investment
trust company with net assets of
£1.6bn. Our heritage can be traced
back to the shipping empire established
by Sir Charles Cayzer in 1878. We have
the backing of the Cayzer family, which
owns some 48.5% of the share capital
and provides both support for our

long term value investment horizon
and a foundation to our culture of
conservative generational wealth
management.
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Business model

We aim to delver long term growth to both shareholder capital

and income by investing in a balanced, risk managed range of

asset classes, across diversified sectors and regions. We focus

on established businesses, where return on capital employed ts

a differentiator of longer term performance and where underlying
real assets prowide risk mitigation to the balance sheet We use
geanng cautiously and focus it within appropnate asset classes,
principally to mitigate risk rather than to drive returns This typically
anses within the Ungquoted poo), where the existence of preference
share capital and structured loans prowides both a level of additional
security over assets and a mechanism for preferential annual
income flows

We have funding flexibility, through a £125m revolving credit facility
in the company, which 1s used to mitigate any short term ilhiquidity
within the portfolio, facilitating the bndging of short term
investment flows We also have a £50m revolving credit facility in

a subsidiary treasury company, used to provide long term funding
to subsidiaries and for hquidity management

Our business model has been developed over many years to
deliver long term growth in capital and an increasing annual
dividend to shareholders

Pools of capital

We manage our portfolio through distinct pools of capital, each
headed by an experienced, specialist investment executive Each
pool invests to achieve target capital and income returns, combining
to provide a managed total return for Caledonia

« The Quoted pool focuses on identifying opportunities to buidd !
mearngful positions in long term value businesses

* The Ungquoted pocl takes direct minonty and majonty stakes
In pnivate comparues, where an opportunity exists to partner
a strong management team with capital, without the traditional
restnctions of short term private equity financing We take board
seats in all significant pnvate company iInvestments

+ The Funds pool contains investments in both private equity
and quoted market funds, providing Caledoria with diversified
overseas reach in areas where our investment model would
make direct investing more difficult to manage The Funds pool
1s pnmanly focused on investment in North Amenica and Asia

« The income & Growth pool prowides an exposure to giobal
companies offering higher dividend yield and dividend growth
expectations This pool prowvides both a reliable platform for
our overall income requirements and a source of readily accessible

higuichty
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Investment principles
The key principles we apply in buillding and financing our portfolio are

Principles

Financial statements Other information

Where we are now

We allocate our capital predominantly ameongst quoted equities,
pnvate companies and furds We identify a strategic allocation
range to each of these classas commensurate wath our overall nsk
and return objectives These allocation ranges are reviewed
regularly to ensure they remain consistent with our strategy and
market conditions

strategic  Allocation

allocation 2015

Pool investment style % %

Quoted Large equity haldings in 35-50 28
high quality companias

Unquoted 8-10 direct stakes in private 20-35 31
companies >£25m

Funds Private equity and quoted 15-20 20
market Funds (US and Asia focus)

Income & Growth Global eguity portfolio, 15-20 13
4 5% net yreld

Cash and other [10)-10 8

Net assets 100

We look to achieve a diverse investment portfolio, managed
through distinct investment ‘pools’

Despite a significantly sterling based asset portfolio, we achieve
geographic exposure outside the UK through, in particular,
our Funds and Income & Growth poo! investments

QOverall exposures to geography, currency and asset classes are
actively monitored and managed by our executive management,
under the supervision of the board The portfolio 1s further
diversified through our fund investments and the selection of
external fund managers with clear mandates

We look to mitigate concentration nsk by managing the value of an
nvestment in any one company to less than 10% of our net asset
value and will look for appropnate market opportunities to recycle
value throughout the portfohio to achieve this in an appropnate
timeframe In recent years, our investment concentration has
reduced

We mantam portfolio hguidity to prowide both nisk mitigation and
increased flexibility in opportunistic markets

Our portfolio 1s Increasingly focused on established businesses of
scale, particularly within the Quoted and income & Growth poals,
which has enhanced liqurdity

We maintain borrowing facilities pnmantly to provide additional
temporary iquidity between buying and selling investments We
would not expect geanng to exceed 10% of net assets

Annual report2015 Catedonia Investments plc 7
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Business model and strategy continued

Investment process

Our investment process is built from a disciplined senies of steps,
leveraging Caledomia’s reputation and the experience of our
investment team We look to identify long term value through each
stage, including sourcing opportunities and initial reviews, through
due diligence, approval and dea! execution The performance of
our investments 1s subject to a formal review process and both

Attract preferential deal flow
Our reputation, network of deal onginators
and family tradition enable us to access
premium investment opportunities not
always avallable to others This derwes
from both tracking quality management
teams in proven businesses and through
the contacts we make through our
extensive board representation network

Develop business network
Maintaintng our reputation as a
supportive and constructively involved
long term investor enables us to develop
our network of contacts, who will give us
pnionty constderation when new deal
opportunities arise

8 Annual report 2015 Caledonia Investments plc

Identify best opportunities

We adopt a disciplined process of research
and due diligence to identify value
opportunities in well-managed, fong term
businesses with established business
models and strong cash flows Such
opportunities are typically not reliant on
leverage for returns and offer long term
growth potential

dentfy best
0‘)port Uitieg

The Caledonia team
At its heart, our iInvestment
process is focused on recruiting
and retamning high quahty
investment executives to
maintain deal flow and
investment continuity,
who understand and are able
to execute Caledoma’s
mnvestment philosophy

Monitor and
Control nsk

Monitor and control risk
individual investments and the investment
portfolio as a whole are monitored for

nsk against our strategic objectives
Consideration is given to concentration
exposure, volatility levels, hquidity and
geographical and industry sector diversity

indvdual investments and the portfolio as a whole are periodically
measured agatnst a number of nsk control metnes, mcluding
concentration, hquidity, volatiity and sector and geographical
diversity In addition, we ensure that we have formal representation
on the board of all our core private company investments and,
where we have a significant holding, some hsted investments

Make significant investments
We invest directly in both lhisted and
unhsted opportunities around the
world Qur mimmum investment size

15 £10m and we aim to invest between
£25m and £100m for significant equity
interests IN companies

Manage and support investees
We manage our investments as pools
of capital, focusing ownership and
responsibility on our executive team
Where we take a board seat, we can
both actively momitor the development
of our investment and contribute fong
term support and governance
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Target returns

Our investment approach is aimed at delivering lugh single digit
total annual returns, over rolling ten year penods This investment
horizon prowides the time frame for businesses to grow and
accumulate value in a controlled manner, within both the public

and pnvate markets, whilst mitigating some of the volatility inherent
in short term trading investment strategies

Over rolling ten year periods, we believe such aninvestment
approach both optimises nsk/return characteristics and
outperforms most markets Over a ten year investment horizon,

we target a sustainable annual yield from portfolio assets, providing
a balance to total return between income and capital appreciation

Financial statements Other information

We target real return and the chart below shows Caledonia’s
annualised ten year rolling RP1 adjusted net asset value total return
{'NAVTR’) growth, compared with the RPi adjusted FTSE All-Share
Total Return index {'FTSE All-Share TR')

Annual report 2015 Caledonia Investments plc 9




Strategic report Directors’ report

Investment review

Performance and analysis

Over the year, our investment
performance delivered an NAV total
return of 14.2%.

Over the last five years, we have
rebalanced our portfolio substantially,
increasing diversification, yield and
portfolio hiquidity whilst reducing
investment concentration and the
number of subscale investments.
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Our investment process 15 at the heart of our current performance
and future prospects We have an unconstrained approach, which
allows us to look across regions, sectors, size and time horizons
Fundamental to aur choice of investments 1s our research and
disciphned investment process

Performance

Qur NAV total return over the year was 14 2%, which builtona

total return of 14 9% in the previous year Over the year, we have
developed our portfolio through significant new investment, funded
by opportunistic disposals and managed top-shaing The portfolio
has benefited from significant revaluation and realisation gans,

as well as higher levels of Income Our investment portfclio
produced a 16 8% return, which, after management and other
expenses, delivered an overall NAV total return of 14 2%

The 16 8% portfolio return compnsed increases in the valuation
of our iInvestments and the income that they yielded

Other

Vaiue Invest- move- Value

2014 rments Dispasals ments 2015 Income Return
Pool £m £m £m £m £m £m %
Quoted 4978 805 (1361) 55 4477 114 35
Unguoted 568 3 49 (1090) 461 5103 231 192
Funds 2044 1040 (750) 943 3277 36 452
Income
& Growth 1896 513 ({516) 128 2021 387 114
Portfoho 1,4601 2407 (3717) 1587 14878 468 168
QOther (14 5) 1391
Net assets 1,445 6 1,6269 14 2

1 Unallocated investments with a value of £11 O0m (2014 — £10 3m) were included in
‘Other’ £0 4m of net gains and £0 4m of income was attributed to unallocated
investments

2 Other movements comprised £179 5m of net portfolio gans, less £2 3mof
rolled-up interest and £18 5m of reclassifications being the transfer of the
Buckingham Gate property from the portfolio to property, plant and equipment

Portfolio movements

At the beginning of the year, the overall value of our investment
portfolio was £1,460 1m After £131 Om of net divestments and
£158 7m of other movements, comprising £179 5m of net portfohio
gains, £2 3m of rolled-up interest and £18 5m of reclassifications,
the portfolio value increased to £1,487 8m at the yearend The
followang chart lustrates the components of this movement

Around half of our £240 7m of investments were in new situations,
predomnantly in funds Nearly half of all investments arose within
the Funds pool, a third in Quoted pool situations and the balance
within the Income & Growth pool Minimal investment was made
in unquoted companies in the year
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Durning the year, we realised £371 7m, around one-third resulting
fram the sale of Oval and other Unquoted pool realisations, another
third from the sale and reduction of holdings in the Quoted pool
and the remainder from fund distributions and recycling within

the Income & Growth poal

Net portfolio gains over the year totalled £179 5m, comprising
£261 Om of gains, offset by £81 5m of losses Over 50% (£96 5m)
of net gains were generated by the Funds pool, principally due
to the JD com IPO and subsequent share price nise, reflected in
the valuation of the Capital Today China fund The Quoted pool

Financial statements Otherinformation

The £51 3m invested through the Income & Growth pool
represented bath an increased allocation of cash to this pool

of £10 Om and changing holdings within the pool This portfalio
contained 36 comparues at 31 March 2015 (40 at the previous year
end), in a range of sectors across the globe, with stakes ranging in
value from £2 3mto £8 1m

Realisations
Proceeds from portfolio realisations during the year totalled
£371 7m {2014 — £251 6m), summarnised as follows

generated £5 5m of net gains, the Unquoted pool £64 6m and Name Pool Proceeds
the Income & Growth pool £12 8m Oval Unquoted 702
Investments Dewan Housing Finance Quoted 524
Total portfolio mvestments during the year were £240 7m Capital Today China Funds 152
{2014 - £332 4m), summansed as follows Close Brothers Quoted 151
Latshaw Group Unguoted 151

Name pool Cz:: Quintain Estates Quoted 146
New mvestments Petroceltic International Quoted 133
Macquarie Asia New Stars fund Funds 191 Diageo Quoted 124
Microsoft Quoted 178 Brockshire Capital Unquoted 111
Newton Asian fund Funds 150 Nova Caledomia Funds 111
Oradle Quoted 150 Pragma Capital funds Funds 110
Asia Landmark fund Funds 149 income & Growth pool Income & Growth 516
NTAsian Discovery fund Funds 119 Otherrealisations 786
Longleaf Global UCITS Funds 67 Tota! portfolio realisations 3717
Morgan Stanley PE Asia fund Funds 63 1 Total portfolio realisations excluded the £18 5m transfer of property from portiolo
Other new nvestrments 151 Investments to property plant and equipment

1218  We completed the successful sale of Oval, the UK regional insurance
Follow-on investments broker, for £70 2m on 1 April 2014
Rolls-Royce Quoted 199
FLAG Capital fund Funds 71 In the Quoted pool, we reahised £52 4m from Dewan Housing
Diageo Quoted 71 Finance We sold down our holdings in Close Brothers and Quintain
A En ton Ranser fund fund 67 Estates, raising £15 1m and £14 6m respectively, and sold our entire
| L %G g thu I Iun s 2cC h 513 holdings in Petroceltic International and Diageo for £13 3m and
ncome & Growth pool ncome & Growt £12 4m respectively
Other follow-on investments 268

1189  The £51 6m of realisations through the Income & Growth pool
Total portfolio investments 2407  were recycled into new investments, used to increase our holdings

During the year, we made substantial fund investments We
increased our exposure to quoted market funds in the Asia Pacific
region, with investments of £19 Im in the Macquane Asta New
Stars Fund, £15 Om in the Newton Asian fund, £14 9m in the Asia
Landmark Fund, managed by New Silk Road, and £11 9m in the
NTAsian Discovery fund, managed by NTAsset Management We
also increased our exposure to Asian private equity with a £6 3m
investment in the Morgan Stanley Private Equity Asia fund This
£67 2m of investment 1n new Asian funds increased our exposure
to this fast-growing region, through a range of established fund
managers with a proven track record

We also invested £6 7m in the Longleaf Global UCITS fund, managed
by Southeastern in the US and investing in a concentrated portfolio
of public companies in developed countries around the world

Through the Quoted pool, we made new investments of £178m
and £15 Om respectively in Microsoft and Oracle, the technology
infrastructure companies We also invested a further £199m n
Rolls-Royce, the UK manufacturer of aircraft engines and other
power systems

In existing companies or retained in cash

Portfolio returns
The total return on our portfolio over the year was 16 8% The
pnncipal contnbutors to this performance were as follows

Gain/loss income Return Return

Name £m £m £m %

Capital Today China 740 03 74 3 1770

TGE Marine 252 58 310 848

Dewan Housing Finance 214 [°F:] 222 3530

Park Holidays 202 20 222 274

Latshaw Group 159 a7 206 761

The Sloane Club 111 14 125 287

Close Brothers 65 22 88 143

Perlus Microcap fund 55 - 55 227

Cobehold (8 Q) 17 (6 3) (6 4)
Polar Capital (2 6) 21 {75) {199)
Avanti Communications (12 0) - (120) (28 2)
Bristow Group (13 8) 11 {12 7) {171)
Income & Growth pool 128 87 215 116

Other investments 302 160 46 2

Total portfolio returns 1795 46 8 2263 16 8

Annual report2015 Caledoma Investments ple 11
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Investment review continued

Performance and analysis

The overall return benefited significantly from the Capital Today
China fund, resulting from the IPQ and subsequent share
performance of JD com, ane of its Investments We also saw
significant uphfts in the valuation of some unguoted companies
—principally TGE Marine, Park Holidays, Latshaw Group and

The Sloane Club —resulting from substantial increases in earnings
and property valuations

Partially offsetting these gans, we recorded valuation losses
1n Bristow Group, as a result of the o1l pnce decline, Avant
Communications, on the back of downgraded profit forecasts
and nsing debt, and in Potar Capital

As a result of actively managing nsk, Caledonia’s one year nsk/return
index {measured using the Sharpe methodology) has improved over
the last three years

Portfolio analysis

Pools

The following chart shows the distribution of net assets between
the pools of capitat and cash

The chart shows a significant redistribution during the year, from the
Quoted and Unquoted pools to the Funds pool or retained as cash
Significant elements were the sale of Dewan Housing Finance and
Oval from the Quoted and Unquoted pools respectively, against the
substantial new Asian and US fund investments in the year

Geography

The following chart shows the distnbution of net assets between
regions The basis of this analysis 1s the country of hsting, country of
residence for unlisted investments and underlying regional analysis
for funds

12
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The sale of some significant, predominantly UK, holdings in the
Quoted pool and of Oval in the Unguoted pool, together with

new Asian fund investments, saw a shift in our geographic exposure
from the UK to Asia

At the end of the year, UK listed and resident comparnies accounted
for 48% of our investment portfolio However, much of our UK
exposure 1s through multinational companies, which generate

a large proportion of their revenues overseas The following chart
shows the geographic analysis by revenue generation, which shows
a reduced exposure to the UK economy of 37%

Asset class

The following chart shows the distnbution of net assets by asset
class Listed securibes represented 40% of net assets at the year end
and unlisted investments (compames and funds) in total accounted
for 52%

Over the year, there was a shift in allocation from listed equities and
private companies to quoted market and private equity funds and
to cash

Currency
The following chart analyses net assets by currency exposure, based
on the currencies in which securities are denominated or traded

The changes in currency expasure over the year principally reflected
portfoito changes, in particular, the sales of UK quoted company
holdings, investment in US dollar denominated funds, mainly
investing in Asia, and the significant increase of the value of JD com,
held in the US dollar denormnated Capital Today China fund
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Haldings over 1% of net assets at 31 March 2015 were as follows

Financial statements

Other information

Net

Value assets
Name Pool Geography! Businass £m %
Capital Today China Funds China Private equity fund 1036 64
Park Hohdays Unguoted UK Caravan parks operator 1011 62
Cobehold Unguoted  Belglum Investment company 922 57
TGE Marine Unquoted  Germany LNG engineenng 649 40
Bristow Group Quoted us Helicopter services 608 37
AG Barr Quoted UK Soft drinks 576 35
Close Brothers Quoted UK Financial services 561 34
The Sloane Club Unquoted UK Residential club 550 34
Choice Care Group Unquoted UK Care homes provider 515 32
Sterhing Industnes Unquoted UK Engineernng 355 22
Latshaw Group Unquoted  US Manufactunng 340 21
Perlus Microcap Funds us Quoted market fund 298 18
Polar Capital Quoted UK Fund manager 293 18
Avant Communications Quoted UK Satellite communications 293 18
Bowers & Wilkins Unquoted UK Audio equipment 24 0 15
Quintain Estates Quoted UK Property services 235 14
Rolls-Royce Quoted UK Arrcraft engine mapufacturer 231 14
Spirax Sarco Quoted UK Steam engineenng 222 14
Macquarie Asia New Stars Funds Asia Quoted market fund 217 13
Jardine Matheson Quoted Singapore  Industnial engineering 215 13
Satelhite Information Services Unguoted UK Broadcasting services 206 13
LondonMetnic Property Quoted UK Property investment 204 13
Microsoft Quated us Infrastructure technology 184 11
QOracle Quoted us Infrastructure technology 178 11
Asia Landmark Funds Asia Quoted market fund 166 10
Other investments 4573 281
Investment portfolio? 14878 914
Cash and other items 1391 86
Net assets 1,626 9 1000

1 Geography is based on the country of isting, country of domicile for unlisted investments and underlying regional analysis for funds

2 Unallocated investments totalling £31 Om are included tn Cash and other items

Annual report 2015 Caledonia investments plc
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Investment review continued

Quoted pool
The Quoted pool 1S a concentrated The Quoted pool contatns significant haldings 1n well managed
- . iy companies, held for the iong term These investments typically offer
pOI‘thllO Of hStEd eqUItleS- substance, brand, intellectual property and strong market position
We target opportumties that have a long term record of return on

Our focus is on mature, Iong term capttal employed and a strong asset base In common with the

. wider Caledonia philosophy, we look to invest in companies whose
busmesses Wlth SIgnlﬁcant presence business model emphasises a steady long term accumulation of

in thEII‘ ma rket space and where assets  value consistent with our target returns and nisk
The pool started the year with investments valued at £497 8m and
produce Strong returns on Capltal’ ended with a value of £447 7m, as the opportunity was taken to
giving strength to their balance sheets.  realise anumber of non-core nvestments and top-slice others
into a strong market In total, £136 1m was realised Non-core
realisations included £52 4m from Dewan Housing Finance, and
£13 3m from Petroceltic international We top-sliced our holdings
in Close Brothers and Quinta:n Estates, realising £15 1m and £14 6m
respectively New investments included £17 8m in Microsoft and
£15 0m in Oracle and we added a further £19 9m to our Investment
tn Rolls-Royce

0 Including £11 4m of iIncome, the Quoted pool achieved a return
+ 3 /() over the year of 3 5%, foliowing last year”s return of 20 5%
]
A number of strong performances contnbuted to the Quoted pool
return over the year gans, notably from Dewan Housing Finance and Close Brothers, but
28% of NAV at 31 March 2015 these were substantially offset by reductions in the value of Bnistow

Group, Avanti Communications, Polar Capital and Weir Overall, the
Quoted pool achieved revaluation gains in the year of £5 5m

£m
Opening value 4978
Investments 805
Realisations (136 1)
Revaluation 55
Closing value 4477
Investment income 114
Top investments
Income/{expense)
Equity Residual recognised in the year

First hei cost Value Pocl Revenue Capital
Name Business Geography nvested % £m £m % £m £m
Bnistow Group Helicopter services us 1991 47 248 608 136 11 (138)
AG Barr Soft dnnks UK 1977 81 11 576 129 11 -
Close Brothers Financtal services UK 1587 24 79 561 125 21 66
Polar Capitat Fund manager UK 2001 90 06 293 65 21 (9 6}
Avanti Communications  Satellite communications UK 2005 93 368 293 65 — {12 0}
Quintain Estates Property services UK 1994 a7 281 235 52 - (3 1)
Rolls-Royce Asrcraft engine manufacturer UK 2014 01 246 231 52 04 {18)
Spirax Sarco Steam engineering UK 2011 09 127 222 50 04 35
Jardine Matheson Industnal engineenng Singapore 2011 01 166 215 48 05 25
LondonMetnc Property  Property investment UK 2007 20 128 204 46 10 29
Muicrosoft infrastructure technology us 2014 <01 178 184 41 03 07
Oracle Infrastructure technology us 2014 <01 150 178 40 01 28

The table above shows pool holdings of over 1% of net assets at 31 March 2015
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Bristow Group 15 a feading prowider of helicopter services to the
offshore energy industry, quoted on the NYSE We inttially invested
in Bristow (n the UK in 1991 and saw it merged with the US-based
Offshore Logistics in 1996 Bristow continues to make progress

n both its Oil and Gas and Search and Rescue business ines ts
share price has been impacted by the fall in the aif price and also
strengthening of the US dollar The pool had top-sliced the holding
n Bristow during 2014

AG Barr, the UK soft drinks manufacturer, particularly notable for
its Scottish soft drinks, {rn-Bru and Rubicon, bad another good year,
with earmings increased by some 5% and dividends by some 10%

Close Brothers, the UK listed specialist financial services group, had
a strong first half result to 31 January 2015, with increases acrass
the banking and asset management divisions, dampened by

a dechne in the Winterflood brokerage business Although we
continued to top-shce our holding into a buoyant market, our
investment returned 14 3% over the year

Polar Capital, the AIM listed investment manager, saw increased
profitabihity i its hatf year to 30 September 2014 However, a recent
decline inits assets under management over the year from $13 2bn
to 512 3bn at 31 March 2015 has had an tmpact on sts share price,
resulting in a reduction in the value of our holding We provded
inimal capital for this bustness in 2001, which has now grown to
support 11 investment teams, 23 funds and six managed accounts
across a range of long-only and alternative products

Avanti Communications, the AIM listed company supplying sateliite
broadband services to telecoms companies across Europe, Africa
and the Middle East, posted increased revenues for the six months
to 31 December 2014 However, downgraded growth forecasts
and rising debt costs have reflected in its share price, resulting in

a negative return to us over the year of 28 2%

Financial statements Other information

Quintamn Estates, the UK hsted property company, returned a
negative 8 9%, compared with a positive 62 0% last year Its buoyant
half year results to September 2014, with increased profits and

NAV and reducing debt burden, appear not to have been reflected
in its share price

We increased our investment in Rolls-Royce, the UK hsted
manufacturer of aircraft engines and other power systems,

by £19 9m over the year Despite static results for its year ended

31 December 2014, the company had a record order book of £72bn
{excluding a recent Ermurates order for $9 2bn) The declining share
price over the year resulted in a negative return of 6 8%

Spirax Sarco, a suppher of engineered solutions for the design,

maintenance and gperation of iIndustral and commercial steam

systemns, posted strong underlying revenue and profit growth for

the year ended 31 December 2014, however the international ‘
nature of its operations and the relative strengthening of sterling \
eroded most of this progress in its reported numbers Spirax Sarco’s

share price has advanced over the year, contributing to our

21 3% return

lardine Matheson, the diversified business group focused on Asia,
reported static results over the year However, a recent increase
i 1ts share price has helped contribute to our 17 4% return from
this investment

LondonMetnc Property, a UK REIT investing in commercial and
residentsal property, principally in the UK, reported strong results
across all key metrics in its September 2014 interim report, asit
benefited from a structural shift in shopping patterns This resuited
in a 20 3% return to Caledonia whlst, at the same time, we reduced
our hoiding

Duning the year, we invested £17 8m and £15 0m tn Microsoft and
Oracle respectively, to gain exposure to these well-established,
durable and cash generative information technology companies
Both performed well over the year, with Microsoft returning 8 6%
and Oracle 276%

15
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Investment review continued

Unquoted pool

The Unquoted pool contains both
majority and significant minority

holdings 1n private companies. Our
focus 1s on established businesses,

led by sound management teams,
where our target investment size
of £25m to £100m provides a
meaningful presence and growth
capital supporting double-digit
operating margins.

+19.2%

return over the year
31% of NAV at 31 March 2015

Principally as a result of the sale of Oval for £70 2m, the Unguoted
pool has reduced in size over the year, from £568 3rn at the start
of the year to £510 3m at the end, after £104 1m of net realisations
Including £23 1m of mcome, the Unquoted pool achieved a retum
over the year of 19 2%, buillding on a return of 17 7% last year

After an active year of acquisition in 2014, the Unquoted pool
focused on building value within its partfolio dunng this year
The pool as a whole has seen significant revaluatton gains in the
year, principally reflecting strong underlying earnings growth

On 1 Apnil 2014, we sold our 23 2% holdingin Oval, a leading
provider of insurance broking and financial services in the UK, to
Arthur ) Gallagher of the US for £70 2m, as part of its acquisition
of the entire Oval group

In May 2014, we syndicated 7 7% of our holding in Park Hohdays,
the UK caravan parks operator acquired in November 2013,
for £70m

In November 2014, we received a distnbution from Latshaw Group
on the sale of one of its companies, Coast Wire & Plastic Tech Inc,

a manufacturer of custom efectromic wire and cable products for
the medicat, mstrumentation and commercial electronics industries

£m
Opening value 568 3
Investments 49
Realisations {109 0)
Reclassification {18 5}
Revaluation 64 6
Closing value 510 3
Investment iIncome 231
Top investments
Income/{expense)
Equity  Residual recognised in the year
First hetd cost Value Pool Revenuse Capital
Name Business. Geography Invested % £m Em % £m £m
Park Holidays Caravan parks operator UK 2013 923 811 1011 198 20 202
Cobehold Investment company Belgium 2004 87 437 922 181 17 (8 0}
TGE Marine LNG engineering Germany 2006 679 196 649 127 58 25.2
The Sloane Club Residential club UK 1991 1000 384 550 108 14 111
Choice Care Group Care homes provider UK 2013 977 515 515 101 10 =
Sterhing Industnies Engineering UK 1989 1000 53 355 70 35 {0 9)
Latshaw Group Manufactuning s 2012 n/a 123 340 67 47 158
Bowers & wilkins Audio equipment UK 2011 200 211 240 47 08 {0 1}
Satellite Information Services  Broadcasting services UK 2005 225 167 206 40 11 —

The table above shows pool holdings of over 1% of net assets at 31 March 2015
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Park Holidays 15 based in the south of England and owns and
operates a portfolio of 24 caravan parks We acquired a controlling
stake in the company in Navember 2013 for £88 1m, with a strategy
of building value through continuing to grow the parks’ profits,
selective capital expenditure, operational improvement and new
park acquisition Park Holidays has had a strong year, with revenue
and profits well ahead of the prior year and continuing prospects for
growth We have revalued our holding upwards to £101 1m at the
year end, giving a 27 4% return over the year

Cobehcld 1s a Belgirum-based investment company with holdings

in companies with long term growth prospects throughout Eurcpe
Its partfolio of unquoted investments made steady progress
throughout the year, maintaimng capital values and increasing the
dividend paid to shareholders The NAV of Cobehold increased by
S 2% over the year, but the 14 3% depreciation in the value of the
euro has caused our sterling value to decling, resulting in a negative
return of & 7% over the year

TGE Manne, the Germany-based designer and suppher of cargo
handling systems for iquid gas carrying ships and offshore units, had
an excellent year, with significantly increased revenue and earmings
TGE Manne paid a dwvidend of £5 8m in the year As a result of the
excellent trading and improved prospects, the euro valuation has
increased by some 90% Our sterling return from TGE Marine has
been impacted by the weakened euro and was 84 8%

The Sloane Club 1s a premium residential club situated in central
tondon near Sloane Square The Club traded well in 2015, increasing
both its revenue and earnings As a result, we have marked up the
value of the Club by nearly 25% With a dividend of £1 4m, this has
resulted n a return of 28 7% over the year

Financial statements Other information

Choice Care Group, based in the south of England, operates

a portfolio of 52 residential learming disability hormnes, as well

as providing supported hiving servicesin the same area The estate
1s well invested and represents a solid platform for future
developments Followtng our acquisition of a controliing stake in
2013, the business has pursued a strategy of developing new
homes, as well as extending its supported lving business Significant
investment has been made in new capacity over the year, adding

19 new beds with agreement to add an additional 65 during 2016
We have maintained our valuation at the year end

Sterling Industries, the international engineenng business,
specialising in the global supply of combustion and heat transfer
technology and services, posted good trading results and parda
dividend of £3 5m Although the valuation was little changed from
last year, the substantial dvidend enabled Sterling to return 7 3%
over the year

Latshaw Group compnses a number of US engineering businesses in
sectors including mechanical waring looms for oncology equipment
and contrals for domestic tools The group has traded well over

the year In September 2014, Coast Wire & Plastic Tech Inc, a
manufacturer of custom electronic wire and cable products for the
medical, instrumentation and commercial electromics industnes,
was sold and Latshaw made a substantial capital distnbution to us
of £15 1m In addition, Latshaw paid an income distnbution to us of
£4 7m, after receiving dividends from the underlying companies

Bowers 8& Wilkins 1s a prermium audio manufacturer headquartered
inthe UK The business continued its development in the
automotive and streaming spaces, whilst Bowers’ core product
range sold well throughout the world Caledoma received a dmdend
dunng the year and gearing levels reduced in line with
management's focus on reducing inventory We have maintaned
our valuation at the year end

Satellite Information Services, the UK media group, continued

to build its media and betting nghts inventory over the year

We have maintained our valuation of this business at the year end
The company paid a dividend to shareholders, resulting in a return
to us of 5 6% over the year
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Investment review continued

Funds pool

The Funds pool comprises investments
In private equity and quoted market
collective investment vehicles,
structured through companies, hmited
partnerships and open-ended funds.

Our fund investments provide broad
exposure to areas of the world where
1t would prove more difficult for us

to invest directly.

+4.5.2%

return over the year
20% of NAV at 31 March 2015

The Funds pool had an excellent year, with a total return of 45 2%
The pnnaipal component of this return was the increased valuation
of the Capital Today China fund, following the IPO of ID com, the
Chinese e-commerce business, in May 2014 However, even
excluding this exceptional performance from Capital Today China,
the Funds pool return was 15 6% for the year The pool started

the year at £204 4m and ended at £327 7m, after net investment
of £29 Om

The Funds pool contains investments in private equity and quoted
market funds pnincipalty in North America and Asia Investment
through funds enables us to broaden our geographic and sector
spread, by talang advantage of managers’ specialist knowledge

and ensures exposure to areas of the world where we are less willing
to Invast directly

The nature of the longer term investment process wathin the Funds
pool requires the continuous ongination and investment in new
funds, to ensure both effective vintage management and a balance
between maturing funds and those at the initial stages, where
returns are naturally phased to later years

Dunng the year, we committed to three new private equity funds—
$50m {£33 7m) to FLAG Private Equity VI, 520m {£13 4m) to Asia
Alternatives [V and 525m (£16 8m) to Morgan Stanley Pnvate Equity
Asia In addition, we invested in five new quoted market funds —
£19 1min Macquane Asia New Stars, £14 9mn Asia Landmark,

£15 Orm in Newton Asian Income, £119m in NTAsian Discovery Fund
and £6 7m in Longleaf US UCITS, whilst making an additionat £6 7m
investment n Arlington

FLAG Private Equity Vs a fund of private equity funds, investing

Opening value 70 ; 2 in buy-out managers operating in the US lower-mid market Asia
Investrments 10ag Alternatives Vs another fund of private equity funds, but focused
Realisations (750) on the Asian markets in both cases we are invested in their previous
Revaluation 943 funds Morgan Stanley Private Equity Asia has an excellent record
Closing value 3377 over two decades of investing in leading businesses in Asia with
Investment income 36 strong value propositions

Macquarie Asia New Stars, Asia Landmark (managed by New Silk

Road) and Newton Asian Income invest in quoted companies

i Asia Longleaf US UCITS, managed by Southeastern Asset

Management in the US, mvests in US secunities that it beheves

to be significantly undervalued
Top 1nvestments

Income/(expense)
Equity  Residuzl Jecognised inthe year
First held cost Value Pool Revenue Capital

Name Business Geography invested % £m £m % £m £m
Capital Today China Private equity fund China 2006 n/a - 1036 315 03 740
Perlus Microcap Quoted market fund uUs 2010 nfa 16 6 258 91 - 55
Macquarie Asia New Stars Quoted market fund Asia 2014 nfa 191 217 66 - 26
Asia Landmark Quoted market fund Asia 2014 n/a 14 9 16 6 50 - 17

The table abave shows pool haldings of over 1% of net assets at 31 March 2015
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Reahsations 1n the year compnised £40 0m from the sale of securities
and fund interests and £35 Om from fund distributions Included in
the sale of secunties were £11 Im from the sale of TCLand
Omniport from our Nova Capital managed portfolio, the realisation
of our Polar Caprtal Global Financials Trust holding for £9 6m and the
sale of our India Capital Growth Fund shares for £6 9m During the
year, we also sold our interests in the Pragma Capital private equity
funds for £11 0m and in Crescendo IV for £0 8m Fund distributions
included £15 2m from Capital Today China, resulting from the sale
of part of its holding in JD com

The Capital Today China Growth Fund 1s managed by Capital Today
and provides growth capita!l to Chinese companies, focusing on the
consumer, retail and internet sectors The investment in JD com,
the Chinese e-commerce company, has been particularly successful
JD com completed its IPO on NASDAQ.in May 2014, raising $1 8bn
Capital Today has subsequently sold part of its holding in JD com,
resulting in a £15 2m distribution to us The particular success of
JO com has led to a significant increase in the vatuation of this fund,
resulting in a return to Caledon:a of 177 0% over the year We
continue to adjust the manager’s quarterly valuation of the Capital
Today China fund with the share pnce of JD com at the reporting
date

Perlus Microcap is a long-only quoted market fund investing in small
public comparnies in North America, managed by UK-based Perlus
Investment Management Perlus Microcap has an excellent track
record, being 54 7% ahead of the Russell Value Index, since its
August 2008 inception Our investment in this fund returned 22 7%
over the year Subsequent to the year end, we have commenced a
pracess of realising a portion of our investment in this fund in order
to rebalance our North American quoted market fund portfolio

Macguarne Asia New Stars 1s a quoted market fund managed by
Macquarie Investment Management in Hong Kong, which aims to
capture the potential growth of small and mid-sized companies in
Asia (ex-lapan) We invested £19 1m in November 2014 and, over
the four months of ownership, the fund has increased in value

by 13 5%, delivenng a return of 38 8%

Financial statements QOther mformatton

The Asia Landmark fund was established in 2009 and 1s managed
by New Silkk Road Investment in Singapore It investsin Astan
companies with the aim of achieving superior long term absolute
returns through an independent, fundamentals-based, value-driven
investment process We nvested £14 9min this fund in May 2014,
which has generated a return of 13 8% over the year

At the year end, our fund commitments, including commitments to
funds held in a subsidiary investment entity, amounted to £120 1m
{2014 — £79 7m) The following chart shows the geographical spread
of our fund investments and outstandig commitments

The fund iInvestments in the UK represented legacy private equity
funds that were made pnor to the Funds pool being established with
its strategic focus on North America and Asia

19
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Investment review continued

Income & Growth pool

The Income & Growth pOOl comprises The Income & Growth pool comprises a geographical and sector

balanced portfolio of currently 36 investments in mainly global blue

a geograph ical and sector balanCEd chip companies with strong balance sheets, above average returns

portfolio of investments in up to

and demonstrable histories of creating shareholder value All
investrments have strong organic growth potential in tandem with

45 international blue chip businesses, 2 nghdvidend yield
targeting yields for the pool as a whole  overthe yvear, the Income & Growth paot invested £51 3m, of which

of 4.5% net.

£10 Om was new funding, and realised £51 6m, as we rebalanced
the portfoho Net dwdend income during the year was £8 7m,
representing a net yield of 4 3% on the average invested capital
Overall, the value of the pool grew over the year from £189 6m to
£202 1m, representing 13% of Caledonia’s net assets

The Income & Growth pool was created in March 2011, and has
had £166 Om of investment to date, and, over the four years of its
existence, produced a return of 43 9%, giving an annuahsed rate

of 9 5%

+11.49%
13% of NAV at 31 March 2015

£m
Opening value 1856
Investments 513
Realisations {51 6)
Revaluation 12 8
Closing value 2021
Investment income B7
Top investments

Value Pool income

Name Business Country £m % £m
pfizer Pharmaceuticals us 81 40 02
Novartis Pharmaceuticals Switzerland 77 38 01
General Electric Conglomerate us 72 36 02
Daimler vehicle manufacturer Germany 71 35 01
Zunch Insurance Multi-hne insurance Switzerland 71 35 04
Telenor Mobhile telecommunications Norway 68 34 -
RTL Entertainment network Belgium 68 34 03
Swedbank Banking Sweden 67 33 04
Telewision Broadcasts Jelewision broadcasting Hong Kong 67 33 03
Sanoft Healthcare France 67 33 02

The table abave shows the top ten investments in the pool at 31 March 2015
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Following a relatively subdued market in the first half of the year,
but fuelled by the Federal Reserve Bank completing its quantitative
easing tapering programme, the pool had a strong second half year
and produced a totat return for the year of 11 4%, including a net
yield of 4 3%

Sold performance came from developed markets, with US, UK and
European eguities all contnbuting to returns Europe in particular
came back strongly in the second half of the year and the pool
added a number of European holdings, including Daimler, the
German maker of Mercedes cars and trucks, Roche, the Swiss
pharmaceuticals company, British Amenican Tobacco, the
international tobacco company, and Telenor, the Norwegian mobile
telecommurications prowder Gooed returns came from Novartis,
Damler, Zunich Financtat Services and Standard Lfe in Europe, Pfizer,
intel and Altria in the US and APA Group in Australa

Financral statements Qther information

Over the year, the pool was rebalanced away from the UK, the
US and Latin America and into Europe and Asia, with a new
investment in Scentre, the Australian retall property developer,
including Westfield, and a further mvestment in Hutchinson Port
Holdings, the Hong Kong-based ports investor
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Financial review

The strength of the company’s
balance sheet has continued to reflect
our longer term approach to capital
accumulation, whilst benefiting from
a managed growth in revenue income
to support a record of 48 consecutive
years of dividend growth.
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Caledonia’s net asset value increased over the year to £1,626 9m
at 31 March 2015, from £1,445 6m at the start of the year The
following chart analyses this increase

Total return

The comparny seeks to generate total return from both investment
income, net of expenses, and capital growth For the year ended
31 March 2015, the total return was £205 9m (2014 — £184 2mj}, of
which £29 6m (2014 — £28 7m) derved fromincome and £176 3m
(2014 — £155 5Sm) from capital

Revenue performance

Investment income in the year of £47 2, including £0 4m from
unallocated investments, was significantly higher than last year's
£41 1m The income & Growth poot contnbuted £1 7m more than
n 2014, reflecting first time dmdends from investments initiated
late tast year and a progressive shift to higher-yielding investments
The Funds pool received £1 9m more income than last year, due
pnnapally to income distributions by the CBPE private equity funds
on reahsation of several of their investments The Unquoted pool
yielded £23 1m, similar to last year, but with last year’s substantial
income from The Sloane Club, Amber Chemicals {sold on 31 March
2014} and Oval (sold on 1 Apnl 2014) replaced with receipts from
TGE Marine, Park Holidays, Choice Care Group and Latshaw Group

Investment iIncome represented a net yield on the monthly average
portfolio of 3 3%, compared with 3 2% last year

Capital performance

Net gains on investments totalled £179 9m {2014 - £151 4m),
including £0 4m of gains on unallocated investments (2014 - £0 6m
of gains) The principal individual gain was £74 Om from the Capital
Today China fund, ansing from the successful IPO of ID com, the
Chinese e-commerce company, in which the fund held a substantial
stake Significant gains also arose from TGE Marine, Dewan Housing
Finance, Park Holidays and Latshaw Group These gains more than
offset our mvestment losses, the most significant of which were
Bristow Group, Avantt Communications and Polar Capital

Overall, across the entire portfolig, looking through subsidiary
investment entities, isted investments contnbuted £17 5m to the
valuation gains, and unlisted investments contributed £162 Om
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The company mamtains a prudent valuation approach to all
investments Internal valuations of investments are conducted in
accordance with the International Prnivate Equity and Venture Capital
Valuation Guidelines Adjustments are normally made to earnings
multiples — generally of around 30% — to account for points of
difference between the comparators and the company being
valued, most significantly reflecting relative marketability and scale
Unlisted property and fund investments are based on external
valuations

The following chart summanses the source of valuations across the
portfolio

Expenses

Caledonia allocates all expenses, other than transaction costs, to
revenue Qur ongoing charges ratio for the year was 1 22% (2014 —
103%) We calculate our ongoing charges ratio on an industry
standard basis, compnsing published management expenses over
the monthly average NAV

Overall, the company’s revenue cofumn management expenses
were higher than last year at £18 3m (2014 - £13 6m) This pnmanly
reflected a credit fast year to expenses in respect of the 2011
performance share awards having falled to meet theur perfarmance
targets, together with an increase in share-based payment expenses
and reorgamsation costs

Financial staternents Other information

Dividend

We recogrise that a rehable source of growng dividends 1s an
important part of shareholder total return over both the shortand
longer terms and have extended our record of growing annual
dividends to 48 consecutive years

We paid an intenim dividend of 13 8p per share on B fanuary 2015
and have proposed a final dividend of 36 8p per share The total
drndend for the year of 50 6p ts an increase of 3 1% on last year

Including the proposed final dwdend, the dividends to be paid out
of revenue earnings for the year ended 31 March 2015 totalled
£279m, which was more than covered by the profit for the year
of £29 6m

If approved, the final dvidend will be payable on 6 August 2015 to
holders of shares on the register on 10 July 2015 The ex-dividend
date will be 9 July 2015

Cash flows, liquidity and facilities
Over the year, we moved from opening net debt of £7 1m to net
cash of £131 Om, principally due to net portfolio realisations

The total cash movement over the year of £138 1m s analysed
by pool as follows

At 31 March 2015, the company had undrawn committed
faciities of £125m, expiring in Apnl 2018 In addrtion, 1ts treasury
subsidiary had drawn £9 Om against £50m of commutted facilities

Treasury management

The Treasury department provides a central service to group
companies and conducts 1ts operations in accordance with clearly
defined guidelines and policies, which have been reviewed and
approved by the board Treasury transactions are only undertaken
as a consequence of underlying commercial transactions or
exposures and do not seek to take active risk positions Itis
Treasury’s role to ensure that the group has sufficent avallable
funds to meet its needs in the foreseeable future

Stephen King
Finance Director
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Valuation methodology

investments are measured at the directors’ estimate of fair value
at the reporting date, in accordance with IFRS 13 Fair Value
Measurement Fair value 1s the amount for which an asset could
be exchanged between knowledgeable, willing parties inan arm’s
length transaction

Publicly traded securities

Investments hsted in an achive market are valued at their bid price
on the reporting date When a bud price 1s unavailable, the pnce
of the most recent transaction will normally be used

Unlisted companies

Unhisted company investments are valued by applying an
appropnate valuation technique, which makes maxmum use of
market-based information, 1s consistent with models generally used
by market participants and 1s applied consistently from period to
penod, except where a change would result 1n a better estimation
of far value

The value of an unlisted company investment 1s generally
crystallised through the sale or flotation of the entire business,
rather than the sale of an individual instrument Therefore, the
estimation of fair value 1s based on the assumed realisation of
the underlying business at the reporting date, based on the
International Private Equity and Venture Capital Valuation
Guidehnes (December 2012) Recognition s given to the
uncertainties inherent in estimating the fair value of unhsted
companies and appropriate caution 15 apphed in exeraising
judgments and making the necessary estmates

Enterprise value 1s normally determened ustng one of the
following valuation methodologies

Price of recent investment

Where the investment being valued was recently acquired or
arecent transaction has taken place, its cost or transaction pnce
will generally provide a good mdication of farr value This
methodology is likely to be appropriate only for a imited pernod
after the date of the relevant transaction

Multiples

This methodology involves the application of an earmings multiple
to the maintainable earnings of the business and 1s likely to be
approprrate for an investment in an estabhished business with

an identifiable stream of continuing earnings

The earnings multiple used i1s determined by reference to market-
based multiples appropnate for the business and correlating to the
peried and calculation of earnings of the company being valued
The aim s to identify comparator companies that are simular in
terms of nsk and growth prospects to the company being valued
£armings multiples are adjusted for points of difference between
the comparator and the company being valued where appropriate,
including the abiity of Caledoma to effect change in the company
and nsks associated with holding an unlisted share
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Mantamable earnings balance reliability and relevance Generally,

the latest historical accounts are used unless rehable forecast results

for the current year are available Earmings are adjusted where

appropniate for exceptional or non-recurring items and an average |
of more than one year’s earnings may be used to estimate

mamtamable earnings for cyclical or volatile businesses

Net assets

The net assets methodology i1s hikely to be appropniate for a business
whose value denves mainly from the underlying value of its assets
rather than its earnings, such as a property holding company or an
investment business It may also be appropriate for a business that
15 not making an adequate return on assets and for which a greater
value can be realised by liquidating the business and selling its
assets Athird party valuation may be used to give the fair value

of a certain asset or group of assets

Fund interests

Fund interests refer to participations in arrangements to create

a designated pool of capital to invest in a wider range of assets than
15 feasible for an individual investor and to share the costs and
benefits

Open-ended funds, including investment companies with vanable
capital, typically report regular net asset values, which usually
prowvide a reliable basis to estimate fair value If the pnice reperted
by the fund 1s not avallable at the reporting date, the latest avallable
price 1s used and may be adjusted to take account of changes or
events to the reporting date

Closed-ended funds include unlisted investment companies and
Iimited partnerships For these investments, the fair value estimate
1s based on a summation of the estimated fair value of the
underlying investrments Fund manager valuation reports may be
used where there 15 evidence that the valuation s denved using fair
value principles and may be adjusted to take account of changes or
events to the reporting date Adjustment may alsc be necessary for
features of the fund agreement not captured in the valuation report,
such as performance fees or carried interest

Other investments

Other investments include preference shares, loan notes or faciities,
options, warrants and treasury instruments that are not publicly
traded and do not form part of an investment (n an unlisted
company For such investments, appropnate valuation techmiques
are adopted and used consistently
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Risk management

Effective risk management is a key
component of the company’s business
model and assists 1n ensuring that the
different parts of the group operate
within strategic risk parameters. The
board has overall responsibility for
setting and monitoring the company'’s
risk appetite.

Financial staternents Other information

Caledonia risk governance and structure

Risk management and its governance 15 the responsibility of the
board, with the executive grven the task of ensuring an effective
and transparent process to ensure nsks are entified, documented,
assessed and, where appropriate, mitigated The board sets the

nsk appetite within the bustness model and this I1s cormmunicated
through the executive to all those with managenal responsibilities
Risks emanate from all parts of the business and are considered by
all executives as part of their work, from ongination of investments
to ongoing monitoring and portfolio management

The Audit Committee assesses and monitors the risk management
processes and structure and specifically reviews the controls
assurance programme This programime dentifies key mitigating
controls, tests their operation and reports on compliance and
effective operation This, together with reports anising from the
external audit, prowdes input to the board as a whole on the status
of the nsk management process

Board of directors
Primary responsibility

Audit Committee
Rewviews and approves the
rnisk management Corporate
process governance
Finance Director
Reports risk and
operates controls
assurance programme
Investment Business
executives engagement

Risk management part
of investing process

Investee managements
Risk identificatton and
mitigahon responsibility

Risk management reporting

Caledormia manages and repoerts risk through two pnmary areas

of focus — an overall business risk report and a portfolio iInvestment
risk report

The busmess risk report considers the wider business environment
of the group, including business continuity planning, IT and cyber
security nsks, regulatory nisks and finanoal control risks Caledonia
manages business nsk through a number of integrated processes
and procedures operating throughout the year to provide risk
wisibihty to both the executive team and the wider board
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Risk management continued

Caledonia risk management process

Risks are identified and assessed through a nsk dashboard,
captuning the most significant business risks facing Caledoruia and
documenting the actions required to achieve an acceptable level of
risk The business risk dashboard 1s reported to the board haif yearly

The portfolio investment risk report specifically focuses on the
more technical areas of investment portfolio nsk in relation to
Caledonia’s mvestment strategy Thisincludes such nsks as
investment volatility, value at risk, diversification, hquidity and
concentration nsks
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Principal risks

Strategic

Risks in relation to the appropriateness of the business model to
deliver long term growth in capital and income and the effective
communication and delivery of the business model

Strategic nsks include the appropnate allocation of capital in relation

to geographic, sector and currency exposures

Investment
Risks in respect of specific investment and realisation deaisions

Investrnent risks include the appropnate research and due diigence
of new investments and the timely execution of both new
investments and reahsations for optimising shareholder value

Market
Risk of lasses in value of investments anising from movements
in market prices, particularly in highly volatile markets

Caledomia invests primartly in hsted equities, private companies
and equity funds Its prinoipal market risks are therefore equity
pnice volatihity, foreign exchange rate movements and interest rate
volatility An explanation of these risks, along with sensitvities,
1sincluded in note 22 to these accounts

Liquidity
Risk that liabilities cannot be met or new Investments made due to
a lack of iquidity Such nisk can anse frem not being able to sell an

nvestment due to fack of a market or from not holding cash or being

able to raise debt

Operational
Risks ansing from inadequate or failed processes, people and
systems or from external factors

Operational risks anse from the recrutment, development and
retention of staff, systems and procedures and business disruption

Regulatory and legal

Risk ansing from exposure to itigation or fraud and adherence to

the tax and regulatory environment, as Caledonia operates across
a number of junsdictions and in an industry that has been subject

to increasing regulatory oversight
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Mitigation

Financial statements Other information

Key developments

The company’s business model and strategy are reviewed
periodically, against market conditions and target returns

The performance of the company and its key risks are
monitored regularly by management and the board

« Caledonia has developed its nsk monitering procedures
to ensure that there is a clear and monitored strategic
alignment of the portfolio to the agreed strategy

Pool managers have well-developed networks through
which they attract proprietary deal flow

Investment opportumties are subject to ngorous and
disaiplined investment appraisals and multi-stage approval
processes Target entry and exit events and prices are
monitored and updated regularty, in relation to market
conditions and strategic aims

« The continued development of investment management
skills and expertise over the last three years has faclitated
increased deal flow and quality of research across the
portfohio

Market risks and sensitvities are reviewed on a weekly basis
and actions taken to balance appropriately risk and return

A regular review of market and investment volatility and value
at nisk 15 conducted by the board and the portfolio is realigned
with strategic aims where appropriate Rewviews alsc consider
investment concentration, currency and liguidity exposures

» Risk weighted performance reporting and portfolio nsk
analysis has been enhanced to look at the movement in
the nisk factors and why these have occurred, giving more
complete insight into the charactenstics and performance
of Caledoma’s portfolio

Detailed cash forecasting for six months ahead 1s updated
and reviewed weekly, including the expected drawdown of
capital commitments

Loan facilities are maintained to provide appropriate hquidity
headroom

The liquidity of the portfolio is reviewed regularly

» Average hquidity levels of our quoted portfolio have
increased over the last year, as we have continued to
realise less hquid non-core investments

« Commutted borrowing facilities to £175m are 1n place up
to April 2018

Systems and control procedures are developed and reviewed
regularly They are tested, as part of the annual programme
of controls assurance, to ensure effective operation

Appropnate remuneration and ather policies are inplace to
encourage the retention of key staff Business continuity plans
are maintained, using an offsite facihity

» An IT nsk dashboard 1s maintained and 1s an important
document, noting current IT risks facing Caledonia

» Increasing use of the cloud for systemns processing,
including email and for backing up data

Caledonia has internal resources to consider all regulatory
and tax matters as they anise Use s made of adwisers and the
Association of Investment Comparves, of which Caledomia 1s
amember and on whose self-managed investment company
committee 1t 1s represented Regular training is undertaken

« There have been no significant additional regulatory
requirements in the year

Annual report 2015 Caledonia Investments plc
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Sustainability

We are committed to building our
business for the long term. To this end,
we consider the impact of our business
on the marketplace, workplace and
environment.
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Marketplace

As an mvestment company, we are committed to a fong term
investment strategy and to mamtaming effective relatronshups with
those companies in which we invest We often hold a board seat

in our significant nvestments and use this to mantain a close
relationship with managements of those companies Addrtionally,
we hold frequent meetings with managements and review internal
documents, such as management accounts and reports

We also make considered use of our voting nghts As a consequence
of our involved investment style, we would expect to vote in hne
with management recommendations, but are prepared to abstain
or vote against recommendations where we consider they are not
in the interests of our shareholders

We continue to meet with our shareholders and hsten to any
concerns they may have

Workplace

Caledorua has in place a set of polices intended to protect
employees from unlawful discrimination, offer them a working
envircnment where they have a nght to be treated fairty, with
consideration and respect, and support high standards of conduct
and performance These policies assist in ensunng that the company
meets applicable health and safety standards and treats disabled
employees in accordance with 1ts statutory obhgatrons These
policies are communicated to employees by way of a staff handbook
provided at the time of joining, with penodic updates thereafter

In addition to a gnevance procedure, which allows employees to
raise concerns either formally or informally, there are formal
whistleblowing arrangements in place, which enable members of
staff to raise any issue of concern regarding possible impropnety in
the conduct of the company’s business, confidentially and
independently of line management

A formal performance appraisal process, through which employees
may be set objectives on an annual basis and their achievement
against those cbjectives assessed at the end of the year, s intended
to ensure that employees have a clear view of thetr performance
and the abtity to develop their potential within the compary
through addibonal traiming where necessary Together with team
meetings and company-wide briefings, this provides staff with the
opportunity to be closely involved in the success of the business
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Equality and diversity
We believe that a diverse workforce will create the optimum
ermaronment in which our business will thrive and grow

We are commutted to creating an inclusive environment where
our employees can develop and contnbute fully

In formulating and implementing our empleyment and recruitment
policies, we ensure that they are at all times compliant with all
relevant UK legislation Recruitment, development and promaotion
are based solely on suitability for the job to be done We will not
discnminate on the basis of gender, sexual onentation, age, race,
nationality, disability or pohitical or religious belef

The table below prowvides the gender split at different levels within
the business

Financial statements

Other information

Greenhouse gas emissions
Caledoria’s carbon footprint has been estimated in line with the
WRI/WBCSD Greenhouse Gas Corporate Accounting and Reporting
Standard {GHG Protocol) and Defra guidehines

The sources of greenhouse gas ermissions shown in the table below
are from the compames included in the consolidated financial
statements We do not have responsibility for any enission sources
from companies that are not included in our consclidated financial

statements

Qperational scope

Source of GHG ermissions

GHG
emissions
n year Unit

Scope 1 (direct
emissions)

» Combustion of
fuel and operaticn
of facilities

65 Tonnes COze

Male  Female  Female * Air canditioning

Number Number % refridgerant loss
Board 10 — - + Company car use
Senor managers 8 3 27 scope2(indirect s Electricity purchased 171 Tonnes COse
All employees 24 21 47 emissions) for own use

. 4 T

Environment ::-.,.zse.: r;{;r)\dlrect: = Business travel 254 Tonnes CO:e
Caledonia’s envaronmental impact 1s imited However, any measures - 400 Tonnes COe
taken to reduce this impact demonstrate the company’s Key performance  Scope 1and 2 10 0 Tonnes COse
commitment to improve the environment and can have direct indicator normalised to full ime per FTE

benefits through reductions in costs for energy and consumables
A number of measures have been and will be taken in this area

* encouragement of the use of electronic communications to save
paper, pnnting consumables and energy

» usage of video-conferencing and telephone conference calls
rather than traveiling to meetings

« recychng of office waste, used paper and other consumables

employee equivalent
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1 3 5

2 4 6

1 Rod Kent 3 Stephen King 5 David Stewart
Chairman Finance Director Non-Executive Director

Appornted a non-executive director of
Caledomia in 2011 and Chairman in 2012,
he 15 also Chairman of the Nomination
Commuttee He was Managing Director of
Ctose Brothers Group for 28 years untd 2002
and then a non-executive director and later
Chairman frorm 2006 untl 2008 His
non-executive roles have included the
Chairmanships of M&G Group, Bradford &
Bingley and BT Pension Trustees, Semor
Independent Director of Whitbread and

a Governor of the Wellcome Trust Hes
currently Chairman of the Trustees of
Calthorpe Estates

2 Will Wyatt

Chief Executive

He joined the Caledermia group in 1997 from
Close Brothers Corporate Finance, working
at Sterhng Industnes before transferning

to Caledomia’s head office in 1999 as an
investment executive He was appointed

a director in 2005 and Chief Executive in
2010 He s a non-executive director of
Cobehold and Real Estate Investors He s
also a trustee of the Rank Foundation and
a director of Newmarket Racecourses

He joined Caledoma in 2009 as Finance
Director He is currently a non-executive
director and Chairman of the Audit
Committees of Bristow Group and TT
Electronics He was Group Finance Director
of De La Rue from 2003 to 2009 and, prior
to that, Group Finance Director of Midland
Electncity He s a Fellow of the Institute

of Chartered Accountants in England

and Wales

4 Jamie Cayzer-Colvin

Executive Director

He joined the Caledonia group in 1995,
initrally working at its Amber speciahity
chemicals subsidiary before becoming an
investment executive at Caledoria’s head
office n 1999 He was appointed a director
in 2005 He is Chairman of The Henderson
Smaller Companies Investment Trust and
a non-executive drector of Polar Capital
Holdings
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Appointed a non-executive director of
Caledoria on 17 March 2015, he 1sa
member of the Audit, Nominabion and
Remuneration Committees Hawving begun
his career at Sware Pacfic in 1981, he joined
James Capel in 1986 and then Fidelity
Investments in 1995, where he was Head
of Emerging Markets and subsequently
European President From 2005 until 2013,
he was Chief Executive Officer of Odey
Asset Management before assuming a
non-executive director role unti 2014

He s currently Chairman and a co-founder
of IMM Associates

6 Stuart Bridges

Non-Executive Director

Appointed a non-executive director of
Caledonia in 2013, he 1s Chairman of the
Audit Committee and a member of the
Governance and Nomination Committees
A chartered accountant, he has been

Chief Financial Officer of Hiscox since 1999,
although will be joining ICAP as Group
Finance Director after 31 August 2015 Prior
to Hiscox, he held positions in vanous
financial services compantes in the UX and
US, including Henderson Global Investars
He 1s a member of the audit committee of
the Institute of Chartered Accountants in
England and Wales and of the Prudential
Financial and Taxation Committee of the
Association of Briuish Insurers
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7 9
8 10
7 The Hon Charles Cayzer 9 Charles Gregson

Non-Executive Director

Having gained expenence of merchant
banking, commercial banking and corporate
and project finance with Barning Brothers,
Cayzer Irvine and Cayzer Ltd, he was
appointed an executive director of
Caledonia in 1985, becoming non-executive
in 2012 He 1s Charman of The Sloane Club,
Semior Independent Non-Executive Director
of LondenMetric Property and a non-
executive director of Eredene Capital and
Quintain Estates & Development Heisa
member of the Nomination Commuttee

8 Harold Boel

Non-Executive Director

A Belgian national, he was appointed

a non-executive director of Caledonia on
25 June 2014 and 1s a member of the Audit
and Nominatton Commuttees A rmaterial
sciences engineer by training, he has been
Chief Executive Officer of Sofina, a quoted
Belgian financial holding company, since
2008, prior to which he held a number of
operational and managenal roles within
Corus, now part of Tata Steel Heisa
non-executive director of Suez
Environnement Company and bioMéreux,
in which Sofina has interests

Senior Independent

Non-Executive Director

Appointed a non-executive director of
Caledorua in 2009, he 1s Chairman of the
Governance and Remuneration Committees
and a member of the Nomination
Committee He spent his business career at
United Business Media and its predecessor
companies in a number of dwsional and
head office roles and 15 now non-executive
Chairman of ICAP and a non-executive
director of Non-Standard Finance

10 Robert Woods CBE
Non-Executive Director

Appointed a non-executive director of
Caledonia in 2011, he 1s a member of the
Governance, Nomination and Remuneration
Committees He spent most of his business
career at P&O Steam Navigation Company,
joirung 1ts main board in 1996 before serving
as its Chief Executive from 2004 until iis
takeover by DP World in 2006 Hewasa
non-executive director of Cathay Pacific
Airways from 2006 te 2010 and 1s currently
Chairman of P&0 Ferries, Southampton
Contamner Terminal and Tilbury Container
Services and a non-executive director of
John Swire & Sons He s also Chairman of
the Mission to Seafarers and was awarded
the CBE in 2003
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Corporate governance report

Caledonia recognises the importance
of good corporate governance, which
requires the board to consider the
processes, controls and limits within
which the company should operate
and define a working framework
thatis clear and understandable to
everyone involved 1in the management
of the company.

Membership and attendance
The board held eight scheduled meetings during the year Attendance
of the directors was as follows

Meetings
Meetings eligible
Director attended to attend

R D Kent 3

W P Wyatt

SAKIng

4 M B Cayzer-Colvin

HY H Boel'

S) Brdges

Hon C W Cayzer

C HGregson

R B Woods

D C Stewart?

C M Allen-lones?*

N OO |kt [~ |00|~d|~d| (00|00 00

R Goblet d’Alviella*

WItR|H (00100 0|00 |Ln|oo|oe |00

1 Mr Boelwas appointed a director on 25 June 2014

2 MrStewart was appointed a director on 17 March 2015

3 MrAllen-lones retired from the board on 17 March 2015

4 Mr Goblet d’Alviella retired from the board on 25 June 2014
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Statement of comphance

The board recognises the importance of good corporate governance
and thus report descnbes how the company has complied with The LK
Corporate Governance Code 1s5ued in September 2012 for the duration
of the reporting penod

A copy of The UK Corporate Governance Code is available on the

website of the Financial Reporting Council at www fre org.uk/Our-Work/
Codes-Standards/Corporate-governance/UK-Corporate-Governance-
Code aspx

The board

Overall responsibility and operation

The board as a whale is collectively responsible for the success of the
company and for supervising its affars It sets the company’s strategy,
ensures that the necessary financial and human resources are in place
to enable the company to meet its objectves and reviews management
performance It also sets the company’s values and standards and ensures
that its obligations 10 its shareholders and others are understood and
met It aims to provide leadership of the company within a framework
of prudent and effectve controls, which enables nisk to be assessed and
appropnately managed

To assist its operation, the board has adopted a Schedule of Authorities

which sets out those matters which it specifically reserves for its own

decision and those which are delegated to board committees and to

executive management Matters reserved for the board’s own deaision

include the foltowing

« the appointment and remaoval of directors of the company, as
prescnbed by the company’s articles of association, and of certan
semor executive positions

» the terms of reference of board committees and the membership
thereof

* the company’s strategy
» annual budgets
» the company’s systems of nisk management and internal control

 treasury polictes, banking counterparties and counterparty
exposure limits

» directors’ remunerabion and terms of appointment
« significant capital transactions
* charitable donations and political donations

The roles of the Chairman and the Chief Executive are separated and
clearly defined in the Schedule of Authonties The Chairman 1s pnmarnly
responsible for the leadership of the board to ensure that it carries out
its role effectively and for succession planning. The Chief Executive s
responsible for the implementation of the board’s strategy and policies
and the management of the company’s actities, other than those
matters specifically reserved to the board The Schedule of Authorities
1s reviewed annually by the board

Al directors receve detailed papers in advance of board meetings to
enable them to discharge their duties and also have unlimited access

to senuor management should further information be required
Presentations by pool managers and other semor executives are
regularly given to the board, as well as occasionally by senior executves
of investee companies
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Appontment, induction and training

The company comphes with the recommendation of The UK Corporate
Governance Code that all directors of FTSE 350 companies should be
subject to annual election by shareholders

Following changes in the Financial Conduct Authority’s Listing Rules
introduced in May 2014, the election of those directors determined
by the board to be mdependent under the UK Corporate Governance
Code must be subyect to the approval of both all sharehoiders of the
company and separately those shareholders who are not controlling
shareholders, being the Cayzer Concert Party

On a2ppointment, new directors are offered mduction and training
considered appropriate by the board, and subsequently as necessary,
and the annuaf performance evaluation of the board encompasses the
identification of any indvidual training needs of board mernbers 5o that,
if necessary, these can be reviewed by the Chairman with the directors
concerned The directors receive briefings at board meetings on
regulatory and other issues relevant to the company and its business
sector and, i addition, may attend external courses to assist in thewr
professionzl development

Board compaosition
The biographies of the directers appear on pages 30 and 31

The board currently compnses ten directors Excluding the Charman,
three of the directors are executive and six are non-executive The board
censiders all of the non-executive directors to be independent, other than
The Hon C W Cayzer, who was an executive director pniof to becoming
non-executive In assessing Mr Boel's independence, the board took
account of his position as Chuef Executive Officer of Sofina SA, whose
wholly-owned subsidiary, Rebelco SA, has a5 1% shareholding in
Caledonra Mr Boel's position at Sofina has not given nise to any conflicts
of interest and his circumstances very much accord with the importance
that Caledonia attaches to its own executives having board posibions at,
or close contact with, investee companies On 13 Apni 2015, ICAP plc,
where Mr Gregson is non-executive Chairman, announced that, subject to
approval by the Financial Conduct Authority, Mr Bndges would be joning
that company as Group Finance Director The board dees not consider
that Mr Bridges’ new role, which will not take effect unul after 31 August
2015, will have any influence on either his, or Mr Gregson's, ability to
exercise independent judgement in relation to the affairs of Caledonia,
which has no other connection with ICAP Mr Woods has also had past
connections with the company and i particular ts former Chairman,

the late Peter Buckley, through business dealings between P&O Steam
Navigation Company and British & Commonwealth Shipping Company,

In which Caledomia was a substantial shareholder, during the 1970s and
early 1980s and remaned a friend of Mr Buckley's until hus death in 2008
The board does not consider that these past relationships affect his
independence given the time that has passed since Mr Woods last had
business dealings with British & Commonwealth and the fact that

Mr Woods did not join Caledonia’s board until some three years after

Mr Buckiey’s death

Caledona has also announced that Shonaid Jemmett-Page will be joining
the board from 1 July 2015 The board has determined that she will also
be an independent director Mrs Jemmett-Page was Caledonta’s audit
partner at KPMG Audit Plc from November 1995 to March 2001 The
board does not consider that this affects her independence given the
length of time that has elapsed since this role ended and also the fact that
none of the current board members, other than The Hon Charles Cayzer,
were In post whist she was audit partner

Board comnmittees

The board has delegated certain specific areas of responstbility to the
following standing committees —the Nomination Committee, the

Audit Committee, the Governance Committee and the Remuneration
Commuttee Further detais of the work of each of these committees and
their membership dunng the year are set out on pages 35, 36, 38 and 39
respectively

Financial statements Qther information

The terms of reference of each commuttee are reviewed annually and
are availlable on the company’s website

Other committees

Various other committees have been established with responsibility

for specific areas of the company’s activities, other than matters reserved
to the board as a whole, as follows

» The Administrative Committee of the board has been established to
deal with administrative matters of a routine nature requinng board
approval or matters which are reserved to the board, but for which
board approval has already been given in principle The Administrative
Committee meets when reguired and compnses any two directors

The Executive Committee meets when required and is responsible

for matters relating to the day to day management of the company’s
business, other than where delegated to other committees It s chared
by the Chief Executive and other members compnise the Chairman,

the executive directors, the heads of the pools of capital and the
Company Secretary

The Investment Management Committee meets weekly and considers
matters relating to the company’s investment portfolio and monitors
the company’s cash requirements and its net asset value per share
total return performance The Investment Management Committee

15 chared by the Chief Executve and other mermbers compnse the
entire investment tearn, the Company Secretary and the Deputy
Company Secretary

The Investment Approvals Committee considers and formally approves
new investments and proposed realisations This committee meets
when required, i1s chaired by the Chief Executive and other members
comprise the Chairman, the executive directors, the heads of the poals
of capital and the Company Secretary

The Compliance Committee meets weekly to monitor the company’s
ongeing comphance with the requirements for investrment trust status
and to approve all investment actrty from an investment trust
complance perspective It also monitors the potential impact of legal,
tax and regulatory developments The Comphance Committee 1s
chared by the Company Secretary and other members compnse the
Finance Director, the Heads of Tax, Treasury and Finance, the Group
Financial Controller and the Deputy Company Secretary

The Challenge Committee formally reviews valuations of all of the
company’s investments at each half-year and full-year 11 1s chaired by
the Chief Executive and other members comprise the Finance Director,
the Head of Finance and the Chairman of the Audit Committee The
meetings are observed by representatives from KPMG LLP

Board performance evaluation

The board conducts an annual evaluation of its perfermance and that

of its committees and, in accordance with best practice, engages an
independent third party facilitator to assist in this process every three
years For the year ended 31 March 2015, the evaluation of the beard

as a whole and of its comnuttees was undertaken internafly, led by the
Chairman, and was conducted by inviting individual board members to
complete questionnaires regarding the operation and effectrveness of
the board and its committees, the responses from which were collated
by the Company Secretary and discussed at a special session of the board

The evaluation of the performance of the Chairman was led by the Senior
Independent Non-Executrve Director and involved indwidual discussions
with other members of the board The Chairman considered the
performance of the non-executive directors and that of the executive
directors was reviewed by the Chairman and the non-executive directors,
with the Chief Executwe also present for the discussion on the other
execute directors
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Corporate governance report continued

The results of the 2015 evaluation process were presented in a report
to the board The conciusion was that the board operated in a unified
manner, but with a preparedness to provide an appropnate level of
challenge to, and when necessary veto of, management proposals
Actions agreed for improvement included the provision of more general
background information on macro-economic issues for board members
and periodic reviews of the process involved in reaching key decisions
taken to evaluate its effectiveness and whether any lessons could

be learned

Directors’ conflicts of interest

Each director has a duty under the Companies Act 2006 to avoid a
situation where he has, or could have, a direct or indirect interest which
conflicts, or may possibly conflhict, with the company’s interests The
Companies Act 2006 however allows directors of public companies to
authonise confiicts and potential conflicts where the articles of association
contan a provision to this effect The Companies Act 2006 also allows

the articles to contain other provisions for dealing with directors’ conflicts
of interest to avoid a breach of duty

There are safeguards m the company’s articles which apply when the
directors deaide whether to authorise a conflict or potential conflict

of interest First, only independent directors, being those who have no
nterest in the matter being constdered, are able to take the relevant
decision and, second, in taking the decision, the directors must actin

a way which they consider, in good faith, will be most likely to promate
the success of the company The directors are able to impose time hmits
or conditions when grang authonisations if they think this is appropnate

The board has adopted procedures to address the requirements of the
Compantes Act 2006 in relation to directors’ conflicts of interest Each
new director on appoimntment is required to declare any potential conflict
situations, which may relate to him or her, or his or her connected
persons These are reviewed by the board and, if necessary, also by the
Governance Committee, which then considers whether these situations
should be authonsed and, if so, whether any conditions to such authority
should be attached

Each board meeting includes a standing agenda tem on conflicts of
interest to ensure that all directors disclose any new potential conflict
situations These are then reviewed, again if necessary also by the
Governance Committee, and authonsed by the board as appropnate

A register of directors’ conflicts of interest 1s maintained by the Company
Secretary and s reviewed annually by the Governance Committee

Relations with shareholders

The company welcomes dialogue with investors in order to achieve a
mutual understanding of objectives The Chief Executrve and the Finance
Directar regularly hold meetings wath institutional investors, private client
stockbrokers and fund managers The Senior Independent Non-Executive
Director 1s also available to attend some of these meetings Any views
put forward by shareholders are reported back to the board, which
penodically also recewves presentations from the brokers on shareholder
feedback and the general market perception of the company In addition,
the annual general meeting provides a forum for shareholders to meet
the directors, both formally and informally

The Chairmen of all of the board’s committees will be available to answer
questions at the annual general meeting
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Relations with controlhing shareholders

Following recent changes to the Financal Conduct Authornity’s Listing
Rules, where a premium listed company has a controling shareholder

or shareholders (being a person or persons acting in concert who exercise
or control 30% of more of the company’s voting nghts), the company 1s
required to enter nto a written and legally binding agreement which 1s
intended to ensure that the controliing shareholder undertakes to comply
with certain independence provisions, namely that

1 transactions and arrangements with the controlling shareholder (and/
or any of its associates) will be conducted at arm’s length and on
normal commercial terms,

2 neither the controlling shareholder nor any of its associates will take
any action that would have the effect of preventng the listed company
from complying with its obligations under the Listing Rules, and

3 neither the controliing shareholder nor any of its associates will
propose or procure the proposal of a shareholder resolution which
1s intended or appears to be intended to circumvent the proper
applicaveon of the Listng Rules

The board confirms that agreements specified under the Listing Rules

as descnbed above (which were required to be in place by 17 November
2014} were entered into by the company on 30 October 2014 with The
Cayzer Trust Company Limited {‘Cayzer Trust’) and separately with the
Trustee of the Caledonia Investments plc Employee Share Trust
[‘Employee Share Trust’), which s deemed by the Panel on Takeovers

and Mergers 1o form part of the Cayzer Concert Party Asat 26 May 2015,
being the latest practicable date prior to the publication of this annual
report, the Cayzer Concert Party held 48 49% of Caledonia’s votng nights
Under the terms of its agreement, Cayzer Trust undertook to procure the
compliance with the independence provisions of all of the other members
of the Cayzer Concert Party, other than the Employee Share Trust

The board confirms that, between 30 October 2014 and 26 May 2015,

being the latest practicable date prior to the publicatron of this annua!

report

1 the company has complied with the independence prowsions included
in the agreements with Cayzer Trust and the Employee Share Trust

2 safar as the company is aware, the independence provisions included
m the agreements have been complied with by Cayzer Trust and the
Employee Share Trust

3 sofar as the company s aware, the procurement cbligation included
n the agreement with Cayzer Trust has been complied with by
that company

Rod Kent
Chawrman of the board

27 May 2015
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Nomination Committee

The Nomination Committee is focused
on evaluating the directors and
examining the skills and attributes
needed of board members. Itis also
responsible for identifying suitable
candidates for new director positions.

Membership and attendance
The membership and attendance record of the Nominat:on Committee
during the year was as follows

Meetings

Meetings elgible

attended to attend

R D Kent ({Chairman} 5 3
HY H Boel! 3 4
S 1 Bridges' 3 4
The Hon C W Cayzer' 3 4
CH Gregson 4 5
D C Stewart? 0 [
R B Woods 4 5
W P Wyatt? 4 4
€ M Allen-lones? 5 5
R Goblet d'Ahaellat 0 1

1 MrBoel, Mr Bnidges, The Hon C W Cayzer and Mr Wyatt were appointed members
of the committee on 17 July 2014

2 Mr Stewart was apposnted a member of the committee on 17 March 2015

3 MrAllen lonesretired from the committee on 17 March 2015

4 Mr Goblet d'Alviella retired from the committee on 25 lune 2014

Financial statements Other information

report

The Noemination Commuttee is responsible for the regular review of

the structure, size and composition (including the skills, knowledge,
experience and diversity) of the board and for grving consideration to
succession planning for directors and, if requested by the board, for other
semor executives It 1s responsible for identifying, using external search
consultants where necessary, candidates to fill board vacancies as and
when they anse, for making recommendations to the board in relation
thereto and for keeping under review the leadership needs of the
company, both executive and non-executive

The Nomination Commuttee also reviews the time required of the
non-executive directors and ensures that they receve format letters
of appomntment setting out clearly what ts expected of thern im terms
of time commitment, committee service and involvement cutside
board meetings

Diversity

The board’s policy on diversity 15, as it has been in the past, to seek to
appont the best qualified person to a particular role regardless of gender
or other diversity criteria and therefore 1t has not adopted any
measureable objectives in relation thereto

Work of the Nomination Commuttee
The Narmination Committee met four times dunng the year and the work
undertaken included

« an evaluation of the structure, size and composition of the board as
& whaole in the light of the 2014 board performance evaluation

» consideration of the contributions and effectiveness of the non-
executive directors seeking election or re-election at the 2014 annual
general meeting, prior to giving recommendations for their elections
or re-elections

* arecommendation to the board that Mr Boel be appointed a director
of the company

= the conduct of a search for additional ndependent non-executive
directors, concluding with recommendattons to the board that
Mr Stewart and Mrs Jemmett-Page be appointed

The Nomination Committee engaged an external search consuitancy,
Odgers Berndtson, to assist in the search that culminated in the
appointments of Mr Stewart and Mrs Jemmett-Page Odgers Berndtson
has no other connection with the company An external search
consultancy was not used in relation to the appointment of Mr Boel,
who was known to the company by virtue of his role at Sofina

Rod Kent
Chairman of the Nomination Commuittee

27 May 2015
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Audit Committee report

The Audit Committee plays a
significant role in ensuring that the
company'’s financial statements are
properly prepared and that the system
of controls that 1s in place is effective
and appropriate.

Membership and attendance
The membership and attendance record of the Audit Committee during
the year was as follows

Meetings
Meetings eligible
attended to attend
S J Bndges {Chairman) 3 3
HYH Boel? 2 2
D C Stewart? 1 1
C M Allen-lones’ 2 2
R Goblet d’Ahaella* 1 1
C H Gregson® 3 3
1 Mr Boel was appointed a member of the committee on 17 July 2014
2 MrStewart was appointed a member of the committee on 17 March 2015
3 MrAllen-fones retired as a member of the committee on 17 March 2015
4 Mr Goblet d'Alviella retired as a member of the committee on 25 June 2014
S MrGregson ceased to be a member of the commuttee on 17 March 2015
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The Audit Committee 1s responsible for momtonng the integrity of the
financial statements of the company and any announcements relating
thereto and for reviewing any significant financial reporting udgements
contained therein In addition, it oversees the relationship with the
external auditor, KPMG LLP (KPMG’) it also reviews the company’s
systems of mterna! control and nsk managernent procedures and
considers annually whether an internal audit function s required

The Audit Commuttee, comprised exclusively of independent non-
executives directors, met three times in the year ended 31 March 2015,

in May and November 2014 and in March 2015 Subsequent to the year
end, it met in May 2015 to consider the significant issues in relation to the
2015 annual report

The external auditor, KPMG, the Finance Director, the Company Secretary
and vanous members of the finance team attend the meetings of the
Audit Committae Other board members and/or senior executives may
also attend meetings at the invitation of the Chairman At the end of each
meeting, the Audit Committee has a separate discussion with the external
auditor without executive management present

Work of the Audit Committee
The Audit Commuttee undertook the following activities in the discharge
of its responsibiities

Financial statements

The main focus of the meetings in May and November 2014 was the 2014
annual report and financial statements and the 2014 half-year results
respectively, including evaluation of the going concern statements
therein

The March 2015 meeting considered principally the audit planning for the
2015 annual report, mcluding in particular the requirements of the 2012
revision of the UK Corporate Governance Code and other disclosure
requirements

in 1ts May 2015 meeting, the Audit Committee reviewed the form and
content of the 2015 annual report and financial statements In conducting
its review, the Audit Committee considered reports prepared by
management and the external auditor These reports provrded an
analytical review of the financial statements, comparning the current to
pnor year financial position and results, and detaifed the judgements and
sources of estimation uncertainty tnvolved in applying the accounting
policies to the financial statements The Audit Committee also considered
the going concern statement The Audit Committee recommended the
2015 annual report to the board

The significant 1ssues the Audit Committee considered in relation to

the 2015 financial statements were the valuation of unhsted and hsted
investments In relation to these financia! statements, the Audit
Commmttee also considered the going concern statement (and related
ligundity 1ssues) and compliance with the annual report “farr, balanced
and understandable’ provisions of the 2012 revision of the UK Corperate
Governance Code

Unbisted valuations

The Audit Committee recognises that unhsted investments are a
significant component of the financial statements and that their valuation
15 subject to considerable judgement and uncertainty The Charrman of
the Audit Committee attended the Challenge Committee meeting (along
with the external auditor) and reported to the Audit Committee on the
quality of the review, adherence to the company’s valuation policy and
consistency of valuation methodologies over time
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Listed valuations

Listed investments are a significant component of the financial
statements The Challenge Committee meeting referred to above

also considered the listed securities, to ensure that the exchange brd
prices used in the valuation were from an actively traded market The
Audit Committee concurred that it was appropriate to use the exchange
bid price in all cases

Going concern

The Audit Committee considered the trading needs of the company

and its financial capacity, including available bank credit and liquid funds,
to be wholly sufficient to confirm the going concern of the business

Fair, balanced and understandable statement

The Audit Committee reviewed the draft annual report and, taken

as awhaole, considerad it to be fair, balanced and understandable

The Audit Committee recommended to the board that the statement
of directors’ responsibilities in respect of the annual report and the
financial statements, set out on page 57, should be signed accordingly

Internal controi

tn the May and November meetings, a report on the internal control
reviews performed during the previous six months was presented,
together with an update on the contrals assurance programme given
at the March 2015 meeting The Audit Committee reviewed the
effectiveness of the internal control envircnment and the structure in
place to resolve identified weaknesses The contref reviews included
corparate tax and VAT comphance and reporting, purchase invorce
processing and payment and general ledger accounting and reporting
No significant areas of weakness were identified The Audit Committee
agreed the control review work plan for 2015

The board of directors 1s responsible for the company’s system of internal
control and for reviewing its effectiveness The system is designed ta
manage rather than eliminate the nsk of fatlure te achieve business
objectives and can only provide reasonable and not absolute assurance
against matenal misstatement or loss

Internal audit

As the company does not have an internal audit function, the Audit
Committee considers annually whether there 1s a need for one The
company Is an investment trust and manages its non-consohdated
subsidiaries as cther private company investments, expecting them to
operate ther own risk management processes The company closely
monitors the control environment of its private company mvestments
The Audit Committee recommended to the board that an internal audit
function was not required

Auditor

The Audit Committee last conducted an audit tender process in mid-2011
The mamn outcomes of the process were the replacement of Deloitte (who
had been the company’s auditor since 2006) with KPMG Audhit Ple and a
plan for the development of the external audit approach The principal
planned changes were to increase the depth of the audit by reducing the
materality level Atitsrequest and for internal reasons, KPMG Audit Plc
resigned as the company’s auditor with effect from the conclusion of

the annual general meeting on 24 July 2013 and was replaced by its
immediate parent entity, KPMG LLP

Financial statements Other information

Audit effectiveness

Audit quality 1s reviewed continuously throughout the year by both
the Finance Director and Audit Committee The focusis centred on
the following

* the quality and semonty of the auditor’s staff

« the appropriateness of the planned audit methodology as appled
to Caledonia’s business activity

* the leve! and challenge and quality of reporting to the Audit Committee

The effectrveness of the audit s also monitored throughout the year
using a number of measures, including but not kmited to

» areview and approval of the scope of the planned audit

» the pfanned implementation of improvements following appropriate
post audit reviews

» the monitonng of the independence of the external auditor

» areview of any Financial Reporting Council’s Audit Quality Review
Report for KPMG's audit of the company

= discussion with the firm’s independent senior partner

Non-audit work

In order to safeguard the auditor’s tndependence and chjectity, the
Audit Committee mantains a schedule of specific non-audit activities
which may not be undertaken by the external auditor, within the broad
principles that the external auditor should not audit its own work,
should not make management decisions on behalf of the company,
should not be put into the role of advocate for the company and that
no mutuahty of interest should be created between the company and
the external auditor

Pre-approval of non-audit fees is required for non-audit fees exceeding
pre-determined thresholds

Re-appomtment of KPMG as auditor

KPMG Audit Plc was appointed auditor in 2011 and was replaced by
KPMG LLPin 2013 The lead audit partner 1s required to rotate every

five years and other key audit partners every seven years No contractual
obhgations restnict the Audit Committee’s choice of external auditor The
Audit Committee concluded that KPMG prowides an effective audit and
the Audit Committee recommended to the board the re-appointment
of KPMG LLP

Resolutions to re-appoint KPMG LLP as auditor and to authorise the
directors to determine the auditor’s remuneration, will be proposed
at the annual general meeting on 16 July 2015

Private meetings
During the year, the Chairman of the Audit Committee met separately
and privately with the Finance Director and KPMG

Stuart Bridges
Chawrman of the Audit Committee

27 May 2015
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Governance Committee

The Governance Committee monitors
and reviews the ability of each director
to act in the interests of shareholders
as a whole and to exercise
mdependence of judgement.

Membership and attendance
The membership and attendance record of the Governance Committee
duning the year was as follows

Meetings

Meetings eligible

attended to attend

C H Gregson {Chairman) 3 3
$ ) Bridges? 4] 0
R B Woods 2 3
C M Ailen-jones® 3 3

1 Mr Gregson replaced Mr Allen-lones as chairman of the committee on
17 March 2015

1 MrBndgeswas appointed a member of the committee on L7 March 2015

3 MrAllen-Jones retired as a member of the commttee on 17 March 2015
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report

The Governance Committee keeps under review corporate governance
issues relating to the company and s responsibie for the monitaring and
review of the abiity of each director to act i the interests of shareholders
as a whole and to exercise independence of judgement free from
relationships or circumstances which are ikely to, or could appear to,
affect his or her judgement The Governance Committee also reviews
conflict or potential conflict situations refating to directors, which may
require the prior authonsation of the board under the Companes Act
2006, and makes recommendations {o the board as to whether such
conflict or potential conflict situations should be authornised and, if so,
whether any conditions, such as duration or scope of the authority,

shouid be attached The Governance Committee reviews annually all
authonsations previously granted by the board to ensure that they reman
appropriate If the Governance Committee believes that a director may be
subject to a conflict of interest which may prejudice his or herability to
exercise independence of judgement, it may make such recommendations
to the board as it may think fit, including that the director abstains from
participating in any decision of the board or any of its committees on the
matter concerned

Work of the Governance Committee
The Governance Committee met three times during the year and the
principal matters it considered were

* the review and approval of the Corporate governance report for the
year ended 31 March 2014

» the review of potential conflict situations notified by directors in
accordance with the Companies Act 2006 and the making of
recommendations to the board in relation thereto

consideration of the influence of the Cayzer Concert Party on
Caledonia’s board and whether it was in the general interest of the
non-Cayzer Concert Party sharehglders, with the conclusion that it was

the review and approval of agreements entered into by the company
with The Cayzer Trust Company Limited and the Trustee of the
Caledomia Investments plc Employee Share Trust incorporating
independence provisions to comply with the new bisting Rule
requirements for premium hsted companies with controfling
shareholders

Charles Gregson
Chatrman of the Governance Committee

27 May 2015
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Directors’ remuneration report

Annual statement by the Chairman of the Remuneration Committee

The Remuneration Committee ensures
that remuneration arrangements
support the strategic aims of the
business and enable the recruitment,
motivation and retention of senior
executives, of the calibre needed

to manage and grow the company
successfully.

Membership and attendance
The membership and attendance record of the Remuneration Committee
duning the year was as follows

Meetings

Meetings eligible

attended to attend

C H Gregson {Chairman) 5} 6

D C Stewart! 1 1

R B Woods 4 6

C M Allen-lones? 5 5
1 MrStewart was app da ber of the cor tea on 17 March 2015

2 MrAllen Jones retired as a member of the committee on 17 March 2015

The Comparues Act 2006 requires the company’s auditor to report
to the shareholders on certain parts of the directors’ remuneration
report and to state whether, in its opinion, those parts of the report
have been properly prepared in accordance with the Large and
Medium-sized Companies and Groups {Accounts and Reports)
{Amendment) Regulations 2013 The parts of the annual report on
directors’ remuneration that have been audited are indicated in that
report The annual statement of the Chairman of the Remuneration
Committee and the policy on directors’ remuneration are not
subject to audit

On behalf of the board, | am pleased to mtroduce Caledonia’s directors’
remuneration report for the year ended 31 March 2015

Last year, the Remuneration Committee completed a strategic review

of Caledoma’s executive remuneration framework and engaged with its
larger shareholders and investor representative bodies on the key
changes The revised framework was set out in the remuneration policy
which was approved by shareholders at the 2014 annua! general meeting.
No changes to this pelicy are proposed at this year’s annual general
meeting and the key elerments of the policy have been included tn this
year’s directors’ remuneration report for ease of reference

In this introductory statement, | have set out a summary of the
implementation of the remuneration policy in respect of the year ended
31 March 2015 and how we intend to approach remuneration for the
2016 financial year Detailed disclosure and explanations of the
remuneration paid to directors in the year ended 31 March 2015 are
included in the annual report on directors’ remuneration, which wll be
put to an advisory vote of shareholders at the annual general meeting
on 16 July 2015

Remuneration for the year ended 31 March 2015

Turning to the year under review, as descnbed in the Chairman’s and
Chuef Executve’s report, Caledonia has delivered a net asset value per
share total return {{NAVTR') of 14 2%, continuing the strong returns
achieved over the previous twe years and extending Caledonia’s record
of outperformance against the Retail Prices Index ('RPI’) over one, three
and five years and the FTSE All-Share Total Return index {'FTSE index’)
over ten years The Funds pool, led by Jamie Cayzer-Cohvin, was a
significant contributor to this year’s performance, delivering a total return
of 45 2% compared with 1its target of 12 5% Taking these results into
account and after assessing the performance of the individual directors
against the personal objectives set for them at the start of the year and,
where relevant, pool performance and objectives, the Remuneration
Commuttee deaded that 1t was appropnate to award the maximum
potential bonus of 100% of basic salary to each of the executive directors

The year to 31 March 2015 also represented the end of the three year
performance measurement period for awards granted in 2012 under
the company’s performance share scheme For these awards, the
performance targets were that, for two-thirds of the shares comprised in
an award, Caledonia’s NAVTR had to outperform the FTSE index and, for
the other third, the FTSE Actuaries UK Index-knked Gits (all-stocks) Tota!
Return index {‘Gilts index’) over the three year measurement penod, in
each case with shares vesting on a graduated basis between 0 5% and

3 5% outperformance Both of these targets were comfortably met, with
Caledonia’s NAVTR outperforming the FTSE mdex by 17 2% and the Gilts
index by 29 9% over the three year penod Accordingly, these awards
have vested in full

No deferred bonus plan awards were granted in 2012
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Directors’ remuneration report continued

Annual statement by the Chairman of the Remuneration Commuttee

Performance measures for long term incentive awards
Following a further consuttation with shareholders and investor
representative bodies, in November 2014 the Remuneration Commuttee
adopted new performance measures for the performance share scheme
and deferred bonus plan matching shares which are based on the
annualised absolute returns achieved by Caledonia over three and five
year penods, in order to align the measures more closely with the
company’s long term objective of achieving absclute returns over rolling
ten year penods of between RPI+3% and RPH6% For investment
executives, including Mr Cayzer-Cobvin, a substantial proportion of the
awards will be geared towards the total returns achieved by the pools

of capital for which they are responsible Further details of these new
performance measures and how they will operate for executive directors
are set out in the summary of performance measures and targets m the
notes to the remuneration policy table on pages 43 and 44

Remuneration for the year ending 31 March 2016

Looking ahead to the 2016 financia! year, basic salanes of executive
directors have been increased with effect from 1 April 2015 by 1 0%,
broadly in ine with inflation, which was the same as the standard increase
gven to the company’s senior executives, although other grades of staff
receved a higher increase of 3 0% The Chairman’s and the non-executive
directors’ fees are reviewed on a trienmial basis and, since these were last
increased in Apnl 2014, they have not been changed

We plan to make performance share scheme and deferred bonus plan
awards following the release of our 2015 full year results announcement
in ine with our normat grant cycle These will be subject to the
performance measures adopted tn November 2014, as cutlined above

The company performance related element of the annual bonus scheme
15 determined by reference to the relative performance of the company’s
NAVTR to RPI over the year, with a 10% pay-out if NAVTR matches RPI,
rising to a 100% pay-out if outperformance of 7% or more 1s achieved

In view of the current low level of RPI, the Remuneration Comnuttee has
decided that, for bonus awards for the 2016 and subsequent financial
years, the RPI comparator should be 3%, which 1s broadly in fine with

the histonc long term average, or actual RPHf higher
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Malus and clawback

Last year, provisions were introduced into Caledonia’s performance
share scheme and deferred bonus plan which give the Remuneration
Committee the night to cancel or reduce unvested awards in the event
of a material mnisstatement of the company’s financial results, a
muscalculation of a participant’s entitlement, misconduct on the part
of the participant or an event resulting in matenal loss or reputational
damage to the company or a member of the group These are known
3s ‘malus’ provisions

In September 2014, a revised UK Corporate Governance Code (‘Code’}
was issued which included a provision that all performance related
incentive schemes for executve directors operated by UK listed
companies should include not enly malus provisions, but alse
arrangements to recover amounts of variable remuneration after it has
been paid (known as ‘clawback’) The Code 1s not specific as to the penod
of time over which clawback should operate or the circurnstances in
which it should be applied and the Remuneration Committee has been
adwised that, since only malus provisicns were included in the current
remuneration policy approved by shareholders in 2014, 1t would be
necessary to seek formal shareholder approval to amend the policy
should clawback provisions be introduced As a consequence, the
Remuneration Committee has decided to see how market practice in
relation to clawback develops before making & decision as to whether to
introduce 1t to Caledonia’s performance related mcentive schemes and, if
it decides to do so, whether to seek an amendment of the remuneration
policy before 1t would next ordinanly be proposed for shareholder
approval at the annual general meeting in 2017

Charles Gregson
Chairman of the Remuneration Committee

27 May 2015
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Remuneration policy

Introduction

Set out below are the material elements of the directors’ remuneration
policy which was approved by shareholders at the annual general meeting
of the company held on 17 july 2014 The policy came into effect on that
date and 1s next due to be put for approval by shareholders in 2017, unless
the Remuneration Committee wishes to implement any changes earfier

There have been no changes to the poficy since s implementation and
the extracts shown below are for information only and to provide context
for the 2015 annual report on directors’ remuneration which follows The
performance conditions for the deferred bonus plan and the performance
share scheme descnibed in the policy table and the notes thereto have
been updated to incorporate the new performance measures adopted
by the Remuneration Commitiee in November 2014 References ta share
awards held by executive directors at the date of approval of the policy
which have since been exercised have been removed and it has also been
noted where share awards have met ther performance targets since
implementation of the policy

The full directors’ remuneration policy is contained on pages 42 to 48 of
the company’s annual report 2014, which is avallable n the 'Literature’
section of Caledonia’s website at www caledonia com

Remuneratien structure
Executive directors

Financial statements Other information

Objectives
The key objectives of the Remunerzation Committee in setting the
company’s remuneration policy are as follows

= remuneration of executive directors should be linked to the company’s
lang term performance and its business strategy

= performance related remuneration should seek to align the interests
of executive directors with those of the shareholders

* a significant proportion of executive directors’ remuneration should be
linked to the performance of the company and only recervable if
demanding performance targets are achieved

* remuneration packages for executive directors should be competrtive,
but not excessive, in terms of market practice in order to attract, retain
and motvate executive directors of the quality needed to manage and
grow the company successfully

The table below sets out Caledoma’s policy in relation to each component of executive director remuneration, with further explanations in the notes

that follow

Salary (fixed pay)

Purpose and link to strategic objectives  To support the recruitment and retention of executive directors of the calibre required to manage

and grow the company successfully

Operation Rewvrewed annually

The basic salanes of the executive directors on implementation of the policy were as follows

WPWyatt  £506,480
SAKing £359,380

1M B Cayzer-Colvin  £303,890

The current salanes of the executive directors are set out in the annual report on directors” remuneration

Opportumity and recovery or
withholding provisions

Salary increases are normally awarded by reference to any increase in the cost of living, but may take into
account other factors such as external market positioning, change in the scope of the indwidual’s responsibiines

or level of experience, development in the role and levels of pay elsewhere in the company

Other than in exceptional arcumstances or where there 15 a change in role or responsibilities, year on year
increases in basic salanes will not exceed inflation by more than 5%

No recovery or withholding provistons

Performance measurement framework  Not apphcable

Benefits (fixed pay)

Purpose and link to strategic objectives  To provide a range of benefits alongside basic salary to recrui and retamn high calibre executive directors

QOperation

Executive directors are provided wath famely private medical insurance cover, death-in-service insurance, and

permanent health insurance and, in the case of Mr Wyatt and Mr Cayzer-Cohwn, a cash allowance in lieu of
a company car They are also entitled to receve minor benefits that are available to other Caledomia staff

The executive directors are also covered by the company’s directors” and officers’ iability insurance policy

and have the benefit of an indemnity under the company’s articles of association

Where there 15 a valid busmness reason for doing so, the company may pay for the cost of spouses accornpanying
directors on business trips and reirnburse directors for hotel accommodation and travel expenses (including
payment of any tax therean) Executive directors are also eligible to recerve other minor benefits and expenses
payments (again including payment of any tax thereon)

Opportunity and recovery or
withholding prowisions

A taxable benefits package that is competitive with the marketplace
The value of taxable benefits provided, other than ad hocitems incurred 1n connection with Caledonia’s business

that may be deemed taxable benefits such as travel and other expenses, will not in aggregate exceed 10% of

basic salary

No recovery or withholding prowvisions

Performance measurement framework Mot applicable
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Directors’ remuneration report contnued

Remuneration pohicy

Short term mecentives (vanable pay)

Purpose and link to strategic abjectives

To reward performance on an annual basis against key financial, operational and indmdual objectves

Operation

Discretionary annual bonus scheme and deferred bonus plan under which a proportion of bonus may be
compulsorily or voluntanly deferred into shares

Bonus is not pensionable

Opportunity and recovery or
withholding prowisions

The maximum potential bonus 1s 100% of basic salary Any bonus over 50% of basic salary 1s compulsorily
deferred mto shares and up to half of any rematrung ¢ash banus may be voluntarily deferred, each for a period of
three years Shares derved from compulsory or voluntary deferral of bonus are matched on a one for one basis,
subject to performance conditions (as described under long term incentives below)

All bonus payments are subject to the overniding discretion of the Remuneration Cormmittee, which also retains
discretion to amend the propartions of bonus subject to compulsory or voluntary deferral or not to require or
offer any deferral

In order to be entitied to an annual bonus, an executive director must normally be in the group’s employment
and not under notice of termination (either given or received) at the time the bonus s pard

The Remuneration Committee has the nght to cancel or reduce any bonus compulsanily or voluntanly deferred
into shares which have not yet vested in the circumstances described under long term incentives below

Performance measurement framework

By reference to a combination of company performance aganst external benchmarks and mdividual
performance against personal objectives Executive directors with responsibility for pools of capital will have
a propartion of bonus determined by reference to pool performance and objectives

Long term incentives (variable pay)

Purpose and link to strategic objectives

To motivate executive directors to deliver long term shareholder value, thereby aligning the interests of
management with those of shareholders

To encourage long term retention of key executives

Operation

Caledoma operates a performance share scheme under which participants are awarded nil-cost aptions over
the company’s shares

The performance share scheme replaced an executive share option scheme under which market value options
were awarded to semor executives The last awards under the executive share option scheme were made in
2010, although Mr Wyatt and Mr Cayzer-Colwvin retain options under this scheme which have yet to be exerased
Under the company’s deferred bonus plan, matching share awards are granted in respect of compulsory and
voluntary deferral of pre-tax bonus The current deferred bonus plan replaced an earlier plan introduced in 2005
under which there are no matching share awards sbill outstanding.

Opportunity and recovery or
withholding provisions

The maximum value of ml-cost options that may be granted in any year under the performance share scheme
rulesis 200% of basic salary, althaugh the company’s policy Is to grant annual awards of no more than 125% of
basic salary

Matching shares are granted on a one for one basis for shares denved frorm bonus deferral

On exercise of nil-cost options or calling of matching share awards, participants will aiso receve an amount
equivalent to the dividends and any associated tax credits that would have accrued on the shares during the
relevant performance measurement penod

The Remuneration Committee has the nght, in respect of awards granted after 1 Apn! 2014, to cancel or reduce
long term incentive awards which have not yet vested, in the event of a matenal misstatement of the company’s
finanaial results, miscalculation of a partiipant’s entitlement, individual misconduct or an event resulting In
matenai loss or reputational damage to the company or any member of the group

In the event of a change of control before the expiry of the performance measurement penod of a long term
Incentive award, the vesting level of the award wtll be determined by the Remuneration Committee based on the
extent to which the performance targets have been achieved and vested shares will then be scaled down to
reflect the shortenad measurement pertod The Remuneration Committee may madify such vesting levels if it
consicers that the performance target would be met to a greater or lesser degree at the testing date and/or if the
apphication aof time pro rating would be imappropnate in the arcumstances

Performance measurement fremework

For Mr Wyatt and Mr King, mil-cost options awarded under the 2011 performance share scheme are subject to
the performance, on an absolute basis, of the company’s diluted net asset value per share on a total return basis
(‘NAVTR’} measured on an annualised basis over three or five years For Mr Cayzer-Cohan, the nil-cost options are
subject toa combination of the performance of the company’s NAVTR as above and the total returns achieved

by the Funds pool, for which he is responsible, again measured on an annuahised basis over three or five years

Matching share awards granted under the deferred bonus plan are subject to the performance, on an absolute
basis, of the company’s NAVTR, measured on an annualised basis over three years

The rules of each scheme prowvide discretion to the Remuneration Committee to amend the performance targets
or impose different performance targets

The performance targets for all outstanding options granted under the cornpany’s executive share option
scheme have been met
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Pension related benefits (fixed pay)

Purpase and link to strategic objectives  To provide a means of retirement saving as part of a range of benefits alongside basic salary to recrunt and retain

high calibre executive directors

Operation Executive directors are offered defined contribution funding, based on a percentage of salary, to a perscnal
pension scheme or a cash salary supplement {or a combination of both) at their choice
Opportunity and recavery or The percentage of basic salary for the Chief Executive 1s 22 5% and for other executive directors 17 5% If a

withholding prowvisions

drector chooses to take a cash supplement in lieu of some or ail of his or her pension entitlernent, the payment is

reduced by such amount as ts necessary to make the cash supplement cost neutral for the company after taking
into account National Insurance contnibutions

The Remuneration Committee will retain the discretion to increase the percentage of salary relating to pension
benefits from time to tune in ine with market conditions, up to a maximum of 30% of basic satary

No recovery or withholding provisions

Performance measurement framework’ Not applicable

Performance measures and targets

Annual bonus

For the Chief Executive and the Finance Director, a rmaximum of 50% of
baonus 1s determined by reference to company perfarmance and 50% by
reference to mdvidual performance objectives For executive directors
responstble for a specific pool of capital, 25% of bonus 1s determined by
reference to the company’s performance, 25% to pool performance, 35%
to pool objectives and 15% to individual performance objectives In all
cases, the company performance element is determined by reference to
the relative performance of the company’s NAVTR against RPL For bonus
awards for the 2016 and subseguent financial years, RP! will be taken as
the higher of actual RPI over the bonus year or 3%, bemng broadly m line
wath its hustoric long term average Bonus payments for this element
commence with a 10% pay-out iIf NAVTR matches RPI, increasing
Incrementally to the maximum entitlement payable if outperformance of
7% or more 1s achweved Pool performance is judged by the Remuneration
Commuttee by reference to the return achieved by the pool against a set
target return and by objectives such as deai flow and delivery of portfolio
strategy Indwidual performance is assessed by reference to personal
objectives set at the start of the year, including non-financial measures
such as nsk management, marketing of the company, team leadership,
management skills and promotion of Caledonia’s corporate culture and
image both internally and externally

The Remuneration Committee retains discretion to amend or adopt
alternative annual bonus targets in order to achieve better aignment
with the company’s strategic objectives

Compuisory end voluntary deferral of bonus

Shares compnsed in a compulsory deferral will normally only vest if the
director remains an employee of the Caledonia group for a three year
period commencing on the first day of the financial year in which the
award 1s made

Shares compnised 1n a voluntary deferral are not subject to any conditions
and will normally vest at the earlier of three years fram the first day of

the financial year in which the award 1s made or the date that the director
ceases to be an employee of the Caledoma group for any reason

Long term incentve plans

Performance share scheme

For ni-cost cptions granted prior to the 2014 financial year under the
performance share scheme, one-third of the shares compnised in an
award are subject to a performance condition which compares the
performance of Caledonta’s NAVTR agamst the FTSE Actuaries UK
Index-linked Gilts (all stocks) Total Return index {‘Gilts index’) over three
years For the other two-thirds, NAVTR is measured against the FTSE
All-Share Total Return mdex {"FTSE index’), also over three years Awards
vest on a graduated basis, with 10% vesting on 0 5% outperfarmance
of the relevant benchmark, rising on a straight kine basis to maximum
vesting on 3 5% outperformance There s ne re-testing of either
performance target and, to the extent a performance target 1s not met,
the relevant award will lapse For the purpose of calculating the

performance measures, averages of the company's NAVTR and the two
benchmark indices aver the three months prior to the start and end of the
performance period are used to reduce volatility To the extent that the
performance targets are met, awards may be exercised between the date
of vesting and the tenth anniversary of the date of grant, except that only
two-thirds of the shares that have vested may normally be exercised after
three years, wrth the remaining one-third ngrmally becoming exercisable
after five years

For nil-cost options granted in the 2014 financial year, the performance
criteria are as above, except that one-half of the shares compnsed inan
award will be measured against the Gilts index over three years and the
other half against the FTSE index over five years, with shares that vestin
each case becoming exercisable immediately

For nil-cost options granted to Mr Wyatt and Mr King in the 2015 financial
year and subsequently, awards will vest on a graduated basis, with vesting
commencing at 10% on the achievernent of an annualised NAVTR of 3%,
nsing incrementally to 100% vesting on achievement of an annuahsed
NAVTR of 10%, measured over three and five years For Mr Cayzer-Colvin,
who s head of the Funds pool, 80% of his performance share scheme
awards wall be measured agamst the annualised total returns achieved by
the Funds pool, measured over three and five years. Awards will sirularly
vest on a graduated basis, with vesting commencing at 10% on
achievement of ar annualised Funds poof total return of 6%, nsing
incrementally to 100% vesting on achievement of an annualised total
return of 13 5% The rematning 40% of Mr Cayzer-Colvin’s performance
share scheme awards wiil be measured against Caledomia’s NAVTR

as above

For nil-cast options granted in the 2015 financial year, one-half of the
shares comprised in the awards will be measured over three years and
one-half over five years For subsequent financial years, one-third will be
measured over three years and two-thirds over five years [n all cases,
shares that vest will become immediately exercisable and wall lapse if not
exerased within ten years of grant

Deferred bonus plan matching owards

The performance targets for matching shares awarded under the
deferred bonus plzn in the 2015 and prior financia years are the same as
those descnbed above for the nil-cost options granted under the
performance share scheme prior to the 2014 financial year, except that
shares that vest can be called immediately following the end of the
measurement period and will lapse if not called within twelve months
thereafter

Matching awards to be granted in the 2016 and subsequent financial
years will be subject to performance measurement by reference to
Caledonia’s NAVTR on an annuahsed basis over three years, with vesting
commencng at 20% on achievement of an annualised NAVTR of 4%, rising
incrementatly to 100% vesting on achievement of an annuahsed NAVTR of
10% Again, shares that vest can be called immediately following the end
of the performance measurement period and will lapse if not called withn
twelve months thereafter
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Directors’ remuneration report continued

Remuneration policy

Rotionale for choice of performance measures for the short and long term
mcentive plans

The Remuneration Committee has chosen NAVTR as the basis of
performance measurement for the company for both its short term and
long term incentve arrangements as it regards this as the best indicator
of the success or fallure of management decrsions in terms of creating
value for the company

For the company performance element of the annual bonus scheme, the
board has taken the view that benchmarking against a stock market index
or indices over a short peried is not relevant gven Caledonia’s long term
investment herizon and the nature of its portfolic The Remuneration
Commuittee has therefore instead chosen RPI as the comparator, as on
this basis executives will only be rewarded to the extent that they are
able 1o delver positive real returns for shareholders The Remuneration
Committee will review the rate of increase in RPI at the start of

each financial year and may adjust the level of outperformance required
for the incremental and maximum bonus payments in order to ensure
that they remain a fair measure of performance

For awards under the performance share scheme and matching shares
under the deferred bonus plan, the Remuneration Committee has
chosen Caledonia’s NAVTR on an annualised basis as the performance
measurement, as it believes that thisis the most effective method of
aligning directors’ rewards with the long term strategic abjective of the
company of delivering annualised returns over rolling ten year periods of
between 8P1H3% and RPI+6% For Mr Cayzer-Colvin, the Remuneration
Commuttee believes that a significant groportion of his variable pay
should be weighted towards the annualised total return performance

of the Funds pool of capital for which he 1s responsible and has therefore
deterrmned that 60% of his performance share scheme awards should
be tested by reference to this

Chatrman and ngn-executive directors

The targets for each component of the long term incentive plans have
been set by the Remuneration Committee with the aim of delivering
increasing reward for greater outperformance The Remuneration
Committee keeps these measures and the levels at which mncremental
and maxtimum entitlements are earned under review In order to ensure
that they remain sufficiently challenging and aligned with the company’s
strategy and key performance indicators

New components introduced into the new remuneration policy

There are no new components included in the above policy table which
ware not a part of the remuneration framework previously operated for
executive directors by the company

Changes to components included in the previous remuneration policy
The only changes to the remuneration policy operated for the year to

31 March 2013 were the adoption of RPI as the measure of the company
performance element of the annual bonus scheme, the phased adoption
of a frve year performance measurement period for a significant
proportion of awards under the company’s performance share scheme
and the introduction of malus provisions for long term incentve awards
and bonus deferral

Since its approval by shareholders at the 2014 annual general meeting,
there have been no changes to the policy, although new performance
measurerment conditions for the performance share scheme and the
deferred bonus plan matching shares have been adopted within the terms
of the policy, as descnbed above

How the remuneration policy for executive directors relates to
remuneration of Caledonia group employees generally

Caledonia’s executive directors’ remuneration packages tend to be higher
than those of other group employees, but also include a ugher proportion
of variable pay

The table below sets out each component of the Chairman’s and the non-executive directors’ remuneration and the approach taken by the company in

relation thereto

Component Approach

Chairman’s and
non-executive

directors’ fees director fee levels generally

The Chairman’s fee 1s determined by the Rermuneration Committee and the non-executive directors’ fees are set by the board
These are reviewed periodically taking into account the responsibilities and ttme commitments required and non-executive

The Chairman receves an annual fee, which mcludes his basic non-executive director’s fee, but does not recewve any other

remuneration

Non-exaecutive directors receive basic fees, which are subject to an annual lsmit for non-executive directors’ ordinary
remuneratign contained in the artides of association, currently £350,000 In addition, special fees are pard for the chairmanship
and membership of the Audit and Remuneration Committees and 2iso for the role of Senior Independent Non-Executive
Director and chairman of the Governance Commuttee

The fees of the Chairman and the non-executive directors on implementation of the policy were as follows

Chairman £184,500 Basic non-executive director’s fee £39,500
Audit Committee chairman £5,600 Audit Committee member £2,300
Remuneration Committee chairman £4,900 Remuneration Committee member £1,600
Senior Independent Director/

Governance Committee chairman £5,100

The current fees paid to the chairman and non-executive directors are set out in the annual report on directors’ remuneration,

but are unchanged from the above

Additional fees payable for Exceptionally, non-exerutive directors may receive fees from group compantes for senvices prowided to them

services to other group

The Hon C W Cayzer receives such a fee, currently £60,000, for his charrmanship of The Sloane Club, a position which

compames he held as an executive director of Caledon:a prior to becoming non-executive
Fees for services provided to subsidiary companies are set and rewiewed by the boards of those companres, but will not
exceed £100,000 per annum in aggregate for any non-executive director

Other benefits The Charrman and the non-executive directors are all covered under the company’s directors’ and officers’ iability insurance

policy and have the benefit of an indemnity under the company’s articles of association The Chawman is also provided with an

office and some secretanal support

The company may, where appropriate, pay for the cost of spouses accompanying non-executve directors on trips where there
15 a business reason for doing so and reimburse non-executive directors for hotel accommodation and travel expenses (in each

case including payment of any tax thereon}
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Remuneration policy for new appointments

Executive directors

In the case of the appointment of a new executive director, the
Remuneration Committee would typically seek to align the remuneration
package with the above remuneration policy The Remuneration
Committee however retains the discretion to make special remuneration
commitments on the appontment of a new executive director, including
the use of awards made under Rule 9 4 2 of the Listing Rules, If such were
absolutely necessary to ensure the recrutment of an exceptional
candidate In doing so, the Remuneration Commsttee would take into
consideration all relevant factors, including, but not imrnted to, averall
quantum, type of remuneration offered and comparability with the
packages of other Catedonia senior executrves and the total vanable

pay would not exceed the maxima stated in the policy table for executve
director remuneration above

The Remuneration Committee may in addition make bonus commitments
or share awards on the appomntment of an external candidate to
compensate for remuneration arrangements forferted on leaving a
previous employer, taking into account factors such as any performance
conditions attached to these awards, the form in which they were
granted, for example cash or shares, and the time over which they would
have vested The arm would be to ensure that replacement awards would
be made on no greater than a comparable basis

In order te attract and retam suitable executives, the Remuneration
Committee retains discretion, in exceptional circumstances, to offer
service contracts with up to an initral 24 month notice pencd, which ther
reduces to 12 months at the end of this initial penod If it cansiders it
appropriate, the Remuneration Committee may also offer a lower

salary mally, but with a senes of increases to achieve the desired salary
positioning over a peniod of time, as the indvidual develops into the role

If a new appcintment is the result of an internal promotion, the
Remuneration Committee would expect to honour any pre-existing
contractual arrangements or benefits package agreed with the relevant
individuz! In the event that a new director resides overseas, the
Remuneration Committee may agree a reasonable relocation package
and tax equalisation arrangements

in recruiting any new executive director, the Remuneration Committee
would apply the overall policy objective that executive directors’
remuneration should be competitive, but not excessive Inthe event that
the Remuneration Committee agreed that it was necessary for special
commitments or SIgn-on arrangements to be offered to secure the
recruitment of a new executive director, an explanation of why these
were required and detarls thereof would be anngunced at the time of
appointment

Charrman and non-executive directors

Terms for the appointment of any new Chairman or non-executrve
director would also be determined by the Remuneration Committee
or the board within the above remuneration policy
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Legacy arrangements

The policy is essentially forward tocking in nature Inview of the long term
nature of the company’s remuneratron structures —includmg obligations
under service contracts, pension arrangements and incentive schemes —
a substanti2l number of pre-existing obligations will remain outstanding
at the time that the new policy 1s approved, including obligations that

are ‘grandfathered’ by virtue of being i force at 27 fune 2012 tisthe
company’s policy to henour in full any pre-existing obligatiens that have
been entered into prior to the effective date of this policy

Executive directors’ service contracts and the Chairman’sand
non-executive directors’ letters of appointment

Executive directors

Executive directors have service contracts with Caledonia Group
services Ltd, a whally-owned subsidiary of the company, details of which
are summansed below

Notice penod
for thecompany Unexpired

Date of contract and the director  term
W P Wyatt 2 June 2005 12 months 12 months
SAKing 19 November 2009 12 months 12 months
) M B Cayzer-Colvin 19 Agril 2005 12 months 12 months

If notice 1s served by either party, the director can continue to recewve
basic salary, benefits and pension payments for the duration of the notice
peniod, dunng which time the company may require the mdmdual to
contnue to fulfil his current duties or may assign a period of gardening
leave Alternatively, the company may, in its discretion, terminate the
contract without notice and make a fump sum payment in heu of notice
Thus lump sum would include an amount equivalent to the basic salary
and benefits (based on a fixed percentage of salary specified n the
service contract) for the unexpired penod of notice to which the payment
relates Mr Wyatt’s and Mr Cayzer-Colvin’s service contracts provide that
an amount equivalent to 80% of the average of the annual bonuses paid
for the previous three financial years would also be included in the
payment in heu of notice Mr Wyatt’s and Mr Cayzer-Colvin’s service
contracts also include provisions whereby a liquidated sum 1s payable in
the event of tesrmination wathin ane year following a change of control
The payment would be calculated on the same basis as a payment wn heu
of notice, except that an amount equirvalent to 100% of the average of the
annual bonuses paid for the previous three financial years would be
included

Mr King’s service contract contains provisions whereby, as an alternative
to the payment of a lump sum in leu of notice, the company may elect
to pay the equwvalent amount i equal monthly instalments, such
instalments to be reduced by 50% of one-twelfth of the basic salary in
excess of £20,000 per annum that Mr King recewves from any alternative
employment that he takes up dunng the notice pertod

Executive directors’ service contracts may be terminated without notce
and without any further payment (other than in respect of amounts due
at the date of termination) on the occurrence of certamn events such as
gross misconduct
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Directors’ remuneration report continued

Remuneration policy

Chairman and non-executive directors

The Chairman and the non-executive directors do not have service
contracts, but are appointed under letters of appointment, which provide
for termination without notice or compensation

Inspection

Executive directars’ service contracts and the Chairman’s and non-
executive directors’ letters of appointment are available for mspection
at the registered office of the company

Policy on external non-executive directorships held by
executive directors

It 15 the company’s policy 1o allow executive directors to hold non-
executive directorships unrelated to the company’s business to broaden
their commercial experience, provided that the time required is not
material Normally the company will retain any fees ansing from such
non-executive directorships, but may permit the exacutve director to
retain fees on a case by case basis

Details of any fees from external non-executive directorships retained by
executive directors are disclosed in the annual report on directors’
remuneration

Policy on payments for loss of office

Executrve directors

It15 the policy of the company that, other than in exceptonal
circumnstances on recruitment as stated above, no executive director
should be offered a service contract that requires more than one year’s
notice of termination or which contains provision fer predetermned
compensation in excess of one year’s total emoiuments In the event of
a terrmnation, the Remuneration Committee will consider a director’s
past performance and the crrcumstances of the departure i axercising
any discretions relating to the arrangemaents for loss of office, including
contractual obhigations, prevailing best practice, the reason for the
departure and any transition or handover required

The termtnation provisicns in executive directors’ current service
contracts are described above in the section on executive directors’
serwvice contracts Itis the Remuneration Commuttee’s intention that all
future executive directors’ service contracts should mclude provisions
enabling the company to reduce compensation payments in the event
that the director takes up alternative employment within the notice
period However, if a new director 1s apponted internally, the
Remuneration Committee would expect to honour any existing
contractual arrangements agreed with the relevant indwidual before
he or she becomes a director

In applying the company’s rnight to make a lump sum payment in lieu of
notice, the Remuneration Committee would normally expect to pro rate
the lump sum for the unexpired period of notice to which the payment
reiates [n appropnate crcumstances, the Remuneration Committee may
make a payment in respect of the full twelve months’ notice peniod, even
if the director works under notice for part of it

The company’s annual bonus scheme provides that an employee must

be in the group’s employment and not under notice of termimation {either
given or recewved) in order to be entitled to receive a bonus for the
relevant financial year The Remuneration Committee would expect

to apply this principle to executive director terminations, but retains
discretion to make bonus payments on termination of it beheves st
appropriate to do so
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Executive directors would also be entitled under ther seriice contracts to
be paid on termination for any accrued, but untaken, heliday entitlement
The Remuneration Committee may, where it considers it appropnate in
the circumstances, make payments for loss of statutory rights or waiver
thereof and a contnbution towards legal and outptacement fees The
Remuneration Committee may also make a payment to ensure that any
restrictive covenants remain enforceable

Where the director holds unvested awards under the company’s long
term incentive schemes, the Remuneration Commuttee would exercise its
discretions as to vesting tn accordance with the relevant scheme rules In
good leaver circumstances, for example where cessation of employment
15 by reason of death, retirement, injury, disability, ili-health, redundancy,
or such other reason as the Remuneration Committee may decide, the
Remuneration Committee will normally determine the level of vesting
based on the attainment of the performance targets, either at the time of
cessation or at the normal test date f permitted by the scheme rules, but
in the case of the former may decrease or increase the level of vesting if
the Remuneration Committee considers that the targets would have been
metto a lesser or greater extent at the end of the performance penod
The number of shares that vest will normally be reduced to reflect the
proportion of the performance period that the director was m
employment, although the Remuneration Committee has discretion not
to scale down the number of shares if it beheves it appropnate in the
circumstances

Following termination, the Remuneration Comrmittee may agree to pay

a director consultancy fees and continue insurance related benefits until
the end of the policy period The company’s directors’ and officers”
hability nsurance policy also provides for a six year penod of run-off cover
for former directors In limited circumstances, the company may permit

a director to remain in employment after ceasing to be a director for

a imited penod to allow time for an effective handover or for a successor
to be appointed

Chairman and non-executive directors

The Chairman and the non-executive directars have no entitlement to any
compensation on termination of their appointments, aithough they would
have the benefit of run-off cover under the directors’” and officers’ habslity
insurance policy as described above
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The following report sets out details and explanations of remuneration paid to directors over the financial year to 31 March 2015 and describes how

Caledonia’s remuneration policy will be mplemented for the 2016 financial year

Single total figure of remuneration for each director (audited)
Executive directors

The table below provides an analysis of total remuneration of each executive director for the financial year ended 31 March 2015 and a comparison

with the previous financial year

Short term Long term Pension related
Salary Taxable benefits! incentives? incentives’ benefits Total
2015 2014 2015 2014 2015 2014 2015 014 2015 2014 2015 2014
£'000 £'000 £'000 £°000 £°000 £°000 £ 000 £ 000 £'000 £'000 £'000 £'000
W P Wvyatt 506 494 19 18 506 494 1,154 B8 100 102 2,285 1,196
SAKing 359 351 3 4 359 351 a19 66 55 54 1,595 826
) M B Cayzer-Colvin 304 296 18 18 304 296 692 48 51 51 1,369 709

1 Taxablebeneflts
Taxable benefits comprised private medical insurance cover and a small Christmas
supplement paid to all Caledonsa staff Mr Wyatt’s and Mr Cayzer-Cohvin's taxable
benefits also included a cash allowance of £15 024 in heu of a company car

In addition to taxable benefits other non-taxable benefits were provided to
executrve directors, including death-in-service insurance {4x basic salary),
permanent health insurance dwectors’ and officers’ hability insurance and certain
other benefits of minor value provided to all of Caledoma s staff

2 Shortterm incentives
In accordance with the rules of the company’s deferred bonus plan, the following
amounts included in the total of short term incentives were compulsonly deferred,
satisfied by share awards made shortly after the anncuncement of the company’s
final results for the relevant year

2015 2014

Compul- Compul-
sarly sonly

deferred Cash Total deferred Cash Total
£ 000 £ 000 £'000 £'000 £'000 £'000

WP Wyatt 253 253 506 247 247 494
SAKng 179 180 359 175 176 351
M B Cayzer-Cohin 152 152 304 148 148 296

For Mr Wyatt and Mr King a maximum of 50% of bonus was determined by
reference to company performance and 50% by reference to indivedual
performance objectives For Mr Cayzer-Colvin, who has specific responsibality for
the Funds poo of capital, 25% of his bonus was determined by reference to the
company’s performance, 25% to his pool’s performance, 35% 1o his peol s
objectives and 15% to individual performance objectives Far the 2015 financial
year, the company performance element was determined by reference to the
relative performance of the company’s NAV per share on 2 total return basis
{'NAVTR’) against the Retail Prices Index { RPI'), with bonus payments for this
element commencing with a 10% pay-out if the company’s NAVTR matched RPI,
increasing incrementally to the maximum entitlement payable if outperformance
of 7% or more was achieved Mr Cayzer Colvin s pool performance was assessed
by reference to the return achieved by the Funds pool over the year against an
annualised target return set for that pocl of 12 5% and by pool objectives such

as deal flow and delivery of portfolio strategy Indnidual performance for each
executive director was assessed by reference to personal obyjectives set at the start
of the year, including non financral measures such as risk management, marketing
of the company, team leadership, management skills and promotion of Caledonia’s
corparate culture and image both internally and externally

The company’s NAVTR was 14 2% over the year, compared with an increase
of 0 9% in RPI, resulting in a maximum bonus 1 t for the pany
performance element The Funds pool’s return over the year was 45 2%,
significantly ahead of its target return and therefore tniggering the maximum
entitiernent for pool performance The Remuneration Committes judged that
significant progress had been made over the year indentifying and promoting
Caledonia to high quality prnivate equity and quoted market fund managers in
Asia and the US and in building the strategic portfolio for the Funds pool, which
mented a maximum bonus for Mr Cayzer-Colvin's pool objectives Based on an
assessment of therr indwidual performance objectives over the year, the
Remuneration Committer also awarded Mr Wyatt, Mr Cayzer-Coban and

Mr King maximum bonuses for that component

The total bonuses awarded to Mr Wyatt, Mr King and Mr Cayzer-Colvin for the year
were therefore determined as follows

W P Wyatt 5 A King J M B Cayzer-Cohvn
Award Max  Award Max  Award Max
% % % % % %
Performance
Company 50 50 50 50 25 25
Pool n/a nfa n/a nfa 25 25
Objectres
Pool nfa nfa nfa nfa 35 35
Indraidual 50 50 50 50 15 15
Total 100 100 100 100 100 100
Long term incentives

The long term incentive awards whose performance measurement period ended
during the year were awards granted i 2012 under the company’s performance
share scheme The vesting of the awards was degendent on the performance

of the company’s NAVTR over the three finzncial years ended 31 March 2015
measured against two separate performance benchmarks For two-thirds of the
shares comprised 1t an award, Caledonia s NAVTR was measured against the FTSE
All-Share Total Return index {'FTSE index’} and for the remaining one-third against
the FTSE Actuarses UK index-linked Gilts (all stocks) Total Return index ( Giits index’)
In each case, vesting was on a graduated basis, with 10% vesting on achievemnent
of 0 5% cutperformance of the relevant benchmark index, nsing on a straight ine
basis to 100% vesting on 3 5% outperformance of the refevant index For the
purpese of calculating the performance measures averages of the figures for the
company’s NAVTR and the two benchmark indices pubhished over the three months
prior to the start and end of the performance perod were used to reduce volatility
The company’s NAVTR increased by 53 2% over the performance period, compared
with increases of 35 9% for the FTSE index and 23 2% for the Gilts index
Accordingly, both of the performance targets were met and the performance share
awards granted in 2012 therefore vested i full

The amounts shown in the table above under long term incentives therefore
compnsed the value of the vested performance share scheme awards granted tn
2012 based on the company’s share price at 31 March 2015 of 2281p together with
the value of dvidends and associated tax credits that would have accrued on the
vested shares during the performance measurement period as follows

Value of
performance  Value of
sharescheme  dwdend

awards egquivalents Total

£'000 £ 000 £'000

W P Wyatt 1,080 74 1,154
S A King 766 53 819
J M B Cayzer Colvin 648 44 692
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Charrman and non-executive directors

Fees and other remuneration paid to the Charman and the non-executive

directors during the year ended 31 March 2015 and the previous year

Defined benefit

Other information

The Hon C W Cayzer has deferred pension entitlements under the
Caledonia Pension Scheme, a defined benefit pension scheme He

were as follows

ceased to be an active member of the scheme in December 2012 and
therefora has not accrued any further pensionable service since then,
nor have any contnbutions been made on his behalf into the scheme
The Hon CW Cayzer’s normal retirement age 1s 60, however early
retirement can be taken from age 55 with the company’s consent

In such circumstances, the accrued pension would be reduced to take
account of its early payment

Details of The Hon C W Cayzer’s accrued pension benefits were as follows

Fees

2015 2014

£'000 £'000
R DKent 185 168
HYH Boel' - -
S J Bndges® 46 40
Hon CW Cayzer® 100 96
CH Gregson 47 43
D C Stewart* 2 -
R B Woods 42 38
C M Allen-lones® 47 44
R Goblet d'Abviella® 10 38

1 Mr Boel was appointed a director on 25 June 2014 and has waived his entitlement
to all fees arsing from his appointment

2 MrBndges non executive director s fees were paid ta Hiscox Group Underwnting
Services Ltd

3 TheHon C W Cayzer’s fees for 2015 and 2014 included £60,000 paid by a subsidary
i respect of his services as Chairman of The Sloane Club

4 Mr Stewart was agpomted a director on 17 March 2015

5 Mr Allen-lones retwred from the board on 17 March 2015

6 Mr Goblet d'Alvielia retired from the board on 25 June 2014

Total pension entitlements (audited}

Defined contribution

Pension benefits paid to executive directors during the year, either as
contributions to personal pension arrangements or as cash supplements
were as follows

Row

ref £
Accrued pension at 31 March 2015 a 184,434
Accrued pension at 31 March 2014 b 177,642
Increase in accrued pension dunng the year c 6,792
Transfer value of accrued pension
at 31 March 2015 d 3,653,745
Transfer value of accrued pension
at 31 March 2014 e 3,250,539
Change in transfer value aver the year f 403,206

1 The accrued penstons shown in rows [a} and (b} represented the deferred pension

that would be paid at normalretirement age Ignornng any revaluation The increase

in accrued pension during the year shown in row (c} represented the increase in
deferred pension in accordance with the revaluation of gension provisions of the
Caledonta Pension Scheme applicable to all deferred members

2 The transfer values shown in rows (d) and (¢) were the present values of the
accrued penston revalued to normat retirement age and associated benefits at
the relevant date Transfer values were calculated using the transfer value basis
as deterrmined by the trustees of the Caledonia Pension Scheme, which reflected
market conditions at the relevant date

3 Thechange in transfer value over the year shown i row (f) {calculated as row (d)

Penston Cash
contnbution supplement Total

2015 2014 2015 2014 2015 2014

less row {e}}, also reflected the impact on transfer values of factors beyond the

cantrol of the company and the directors such as movements in financial markets

These changes can cause transfer values at different points in ime to fluctuate
significantly Disclosed changes in transfer values may therefore be subject to a

large degree of volatility and may even be negative In particular, the Caledonia
Pension Scheme s transfer value assumptions have been updated to allow for

1n market conditions

£ £ |3 £
W P Wyatl — 37059 100,139 65,130 100,139 102,189
SAKNg — — 55265 53916 55265 53,916 :
1M B Cayzer- B
Calvin 31,022 38912 19472 11,398 50,494 50,310

Scheme interests awarded during the financial year (audited)

The table below sets out the awards made to each executive director dunng the year under the company’s performance share scheme and matching

share awards made under the deferred bonus plan

Recevable
Shares f mimimum
face value Sharepnce compnised performance End of
of award atgrant n award? achieved? performance
Scheme Type of award Basis of award £ 000 1) Number period
W P Wyatt
Performance Share Scheme Nil-cost option 125% of salary 633 2294 27598 10 310319
Deferred Bonus Plan Compulsory award % of bonus in excess of 50% 247 2186 11,302 100 310317
Deferred Bonus Plan Matching award 11 247 2186 11,302 10 310317
Total scheme nterests awarded 1,127 50,202
SAKing
Performance Share Scheme Nil-cost option 125% of salary 449 2294 19,582 10 310319
Deferred Bonus Flan Compulsoryaward % of bonus in excess of 50% 175 2186 8,019 100 310317
Deferred Bonus Plan Matching award 11 175 2186 38,019 10 310317
Total scheme interests awarded 799 35,620
1 M B Cayzer-Colvin
Performance Share Scheme Nil-cost option 125% of salary 380 2294 16,558 10 310319
Deferred Bonus Plan Compulsoryaward % of bonus in excess of 50% 148 2186 6,781 100 310317
Deferred Bonus Plan Matching award 11 148 2186 6,781 10 310317

Total scheme mnterasts awarded

676 30,120

1 The number of shares comprised in the awards under the performance share scheme and the deferred bonus plan was determined by reference to the company’s share price

at the time that the awards were made

2 The performance targets for awards under the performance share scheme and matching shares under the deferred bonus plan are set out under the statement of directors’ share

scheme interests below
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External directorships

The table below sets out details of external directorships held by
executive directors where it had been agreed that they could retain
the fees arsing therefrom

Fees
2015 2014
Name Position £'000 £'000
SAKing Mon-executive director,
TT Electronics plc 47 47
1 M B Cayzer- Non-executive charrman,
Colvin The Henderson Smaller
Companies Investrnent Trust pl¢ 29 28

Payments to past directors (audited)
There were no payments made to former directors during the year

Payments for loss of office (audited)
There were no payments for loss of office made during the year to any
director or former director

Statement of directors’ shareholdings and scheme interests
{audited)

Executive directors’ mimimum shareholding guidelines

In order to align the interests of executive directors with those of
shareholders, the Remuneration Commuttee has adopted guidehnes for
mimimum shareholdings, which executive directors wili be expected to
attain through the retention of all post-tax share awards vesting under
the company’s long term incentive plans until the mimimum shareholding
1smet For these purposes, shareholdings include those of connected
persons and also the value, net of any exercise costs, income tax and
National Insurance contributions, of unexercised options granted under
the company’s executive share option schemes and awards granted
under its performance share scheme for which the performance targets
have been met Also included are bonuses deferred, compulsornily or
voluntarily, under the company’s deferred bonus plan and any uncalled
bonus matching shares for which the performance targets have been
met, again net of ncome tax and National Insurance contnbutions

Financial statements Other information

For the Chief Executive, the minimum guideline shareholding has been

set at 200% of basic salary and for other executive directors 150% of basic
salary Mr Wyatt and Mr Cayzer-Colvin both significantly exceed ther
muumum guideline shareholdings, although Mr King has yet to achweve his
as he has not receved sufficient vested share awards since he joined the
company in December 2009 The values of the relevant shareholdings of
each executve director as at 31 March 2015, calculated by reference to
Caledonia’s closing share price on that date of 2281p, were as follows

Minimum
Value of sharehalding
shareholding achievement

£m
W P Wyatt 251 2,456
SAKng 05 56
J M B Cayzer-Colvin 86 1,859

Directors’ shareholdings

The interests of the directors who served during the year and their
connected persons in the ordinary share capital of the company as at
31 March 2015, or date of retirerment if earlier, were as follows

Beneficial Non-beneficial
2015 20147 2015 20142
No Na No No
RO Kent 10,000 10,000 - =
W P Wyatt? 1,060,365 1,034,420 28,293 23,293
SAKing 4,054 650 - -
J M B Cayzer-Colvin® 364,314 355,298 65,953 64,453
HY H Boel* - - - -
S JBndges 5,000 - - -
Hon C W Cayzer? 40,092 45092 21,500 18585
C H Gregson 610 610 - -
D C Stewart® - - - -
R B Woods 2,000 2,000 - -
C M Allen-lones® 15,273 15,273 -~ -

R Goblet d’Atviella’ - - - -

Or date of retirement f earlier

Or date of appointment, if later

Mr Wyatt s beneficialinterests included 9,000 shares {2014 - 5,485 shares) in which
The Hon € W Cayzer had a non-beneficial interest and 953,066 shares (2014 -
934,125 shares} held by The Dunchurch Lodge Stud Company, a private family
company controlted by Mr Wyatt and certain of his connected persons The HonC
W Cayzer's beneficial interestsincluded 4,200 shares {2014 — 4,200 shares) inwhich
Mt Wyatt and Mr Cayzer Colvin had non-beneficial interests and brs non beneficial
interests included 12,500 shares (2014 — 12,500 shares)

in which Mr Wyatt also had a non-benefical interest

Mr Boel was appamnted a director on 25 June 2014

Mr Stewart was appointed a director on 17 March 2015

Mr Allen-jones retired from the board on 17 March 2015

Mr Goblet d'Alviella retired from the board on 25 June 2014

WA=

~N b

There have been no changes in the directors’ interests shown above
notified up to the date of this report
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Directors’ share scheme interests

The interests of directors as at 31 March 2015 in the share-based incentive schemes operated by the company are set out in the following table

Unvested
Shareprice  Unvested with without
at date performance performance Vested but
of award canditions’ conditions® unexercised’ Total
WP Wyatt Executive share options
Granted 01 06 06 {exercise price_1878p) 1878p - - 6,789 6,789
Granted 29 05 09 (exercise price 1446p) 1446p — 8,471 4,236 12,707
- 8,471 11,025 19,496
Performance share scheme awards
Granted 28 05 12 [nil-cost) 1267p - 15,776 31,553 47,329
Granted 12 06 13 (nil-cost) 1802p 34,275 - —- 34,275
Granted 27 11 14 (ml-cost) 2294p 27,598 - = 27,598
61,873 15,776 31,553 109,202
Deferred bonus plan — compulsory awards
Granted 12 06 13 (ml-cost) 1802p - 13,310 - 13,310
Granted 06 06 14 {nil-cost) 2186p = 11,302 = 11,302
- 24,612 - 24,612
Deferred bonus plon = matching awards
Granted 12 06 13 (ml-cost) 1802p 13,310 - - 13,310
Granted 06 06 14 (nil-cost) 2186p 11,302 = - 11,302
24,612 — - 24,612
Total share scheme interests 86,485 48,859 42578 177,922
During the year Mr Wyatt exercised executive share options and deferred bonus awards over a total of 21,760 shares at a pre-tax gain of £272,795
SAKing Performance share scheme awards
Granted 28 05 12 {nil-cost} 1267p — 11,194 22,389 33,583
Granted 12 06 13 (nil-cost) 1802p 24,320 - - 24,329
Granted 27 11 14 (nil-cost) 2294p 19,582 — - 19,582
43,902 11,194 22,3389 77,485
Deferred bonus plan ~ compulsory awards
Granted 12 06 13 {nil-cost) 1802p = 9,444 — 9,444
Granted 06 06 14 {nil-cost} 2186p — $,019 — 8,019
— 17,463 — 17463
Deferred bonus plan — matching awards
Granted 12 06 13 (nil-cost) 1802p 9,444 - - 9,444
Granted 06 06 14 (ml-cost} 2186p B,019 - — 28,019
17,463 - — 17,463
Total share scheme interests 61,365 28,657 22,389 112,411
During the year, Mr King exercised deferred bonus awards cver 5 444 shares at a pre-tax gain of £141 027
Mr ) M B Cayzer-Coluin  Executive share options
Granted 01 06 06 {exercise price 1878p) 1878p = = 6,789 6,789
Granted 29 05 09 (exercise price 1446p) 1446p - 8,471 4,236 12,707
- 8,471 11,025 19,496
Performance share scheme awards
Granted 28 05 12 {nil-cost) 1267p - 9,466 18,931 28,357
Granted 12 06 13 {nil-cost) 1802p 20,565 - - 20,565
Granted 27 11 14 (nil-cost) 229%4p 16,558 — — 16,558
37123 9,466 18,931 65,520
Deferred bonus plan = compulsory awuards
Granted 12 06 13 (ml-cost) 1802p - 7,985 — 7,986
Granted 06 06 14 (nil-cost) 2186p - 5,781 - 6,781
- 14,767 - 14,767
Deferred bonus plan — matching owards
Granted 12 06 13 (nu-cost) 1802p 7,986 = - 7,986
Granted 06 06 14 (nil-cost) 2186p 6,781 = - 6,781
14,767 = ~ 14,767
Total share scheme interests 51,890 32,704 29,956 114,550

During the year, Mr Cayzer Coivin exercised executive share options and deferred bonus awards over 2 total of 17,960 shares at a pre taxgan of £195,632
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1 Performance conditions
Executive share option scheme
Options outstznding under the executive share option scheme have all met their
performance targets
Performance share scheme
Nil-cost optiens awarded under the performance share scheme an 28 May 2012
and 12 June 2013 are subject to targets related to the company's NAVTR
performance against twa benchmark indices, the FTSE index and the Gilts index
Awards vest on a graduated basis, with 10% vesting on 0 5% outperformance of the
relevant benchmark rising to maximum vesting on 3 5% outperformance There s
no re testing of either performance target and, to the extent that a performance
target rs not met, the relevant award will lapse For the purpase of calculating the
performance es averages of the y¥'s NAVTR and the two benchmark
indices over the three months prior to the start and end of the performance penod
1s used to reduce volatility To the extent that the performance targets are met,
vested awards may be exercised between the date of vesting and the tenth
anniversary of the date of grant.
For nil cost options granted on 28 May 2012 two thirds of the shares comprised
1n an award are tested against the FT5E index and one-third against the Gilts index
In each case the performance periad ts 2 period of three years commencing with
the financial year «n which the awards are granted For the nil-cost optrons awarded
on 12 June 2013, one half of the shares compnised inan award are measured
against the Gilts index over three years and the other half against the FTSE index
over five years

For mil cost options granted to Mr Wyatt and Mr King on 27 Bovember 2014 shares
will vest on a graduated basis wath vesting commenaing at 10%f the company
achieves an annuahsed NAVTR of 3%, nistng incrementally to 100% vesting on
achievement of an annualised NAVTR of 10% For Mr Cayzer Colvin, who 1s head
of the Funds pool 60% of his performance share scheme awards granted on
27 Novernber 2014 will be ed ag: tthe hsed total returns achieved
by the Funds pool Awards will ssmifarly vest on a graduated basis, with vesting
commencing at 10% on achievement of an annualised Funds peol total return of
6%, nising iIncrementally to 100% vesting on achievement of an annuahsed total
return of 13 5% The remaining 40% of Mr Cayzer-Colvin’s performance share
scheme awards wilk be measured against Caledoma’s NAVTR as above For all
nil cost optrons granted on 27 November 2014, the relevant performance
condihons will be tested over three years for one-half of the shares comprised in
an award and over five years for the other half of the shares compnsed in an award
Deferred bonus plan matching awards
The performance targets for the matching awards are the same as those for nil-cost
options granted under the performance share scheme on 28 May 2012 Shares that
vest must be called within 12 months of vesting

2 Other exercise conditions
Execuitive shore option scheme
Once the performance conditions have been met, options granted under the
executive share option scheme may normally be exercised between three and
ten years from the date of grant, although only one-third of the shares comprised
In an option may be exercised three years after grant with the remamning
two-thirds becoming exercisable six years after grant
Performance share scheme
Far nil cost options granted under the performance share scheme on 28 May 2012
to the extent that a performance target 1s met, two thirds of the shares that vest
may normally be exercised three years after grant, with the remainming one-third
normally becoming exerctsable five years after grant
For mil-cost optrons granted on 12 June 2013 and 27 Novernber 2014, shares that
vest following three or five year performance testing become immediately
exercisable

3 vested but unexercised
Shares vested but unexercised represent those awards that are immediately
exercisable without any conditions

Financial statements Other information

Performance graph of total shareholder return and table of
Chief Executive’s total remuneration

The graph below shows the company’s total shareholder return ('TSR’)
agawnst that of the FTSE All-Share Total Return index for the six financial
years ending on 31 March 2015 TSR has been calculated assuming that
all dwvidends are reinvested on their ex-dvidend dates The FTSE All-Share
Total Return index has been chosen as it 1s the benchmark by which the
company measures its delivery of value over the longer term For
comparisen, the table below the graph shows the total remuneration
recerved by the Chief Executive in each of the six years to 31 March 2015,
prepared on the same basis as in the single total figura in the table on
page 47, and the percentage of the maximum potental short and long
term incentives received in those years

Years ended 31 March
201Y 2012 2013 2014
WP WP WP WP
Wyatt Wyatt Wyatt Wyatt

2015
we

Wyatt

2010 2011
TCW TCwW
Ingram ingram

Chuef
Executive
Total
remuner-
ation (£°000)
Short term
incentives
vested as a
percentage of
maximum (%)
Long term
incentives
vested as a
percentage of
maximum (%) - 15 -

926 215 669 585 1077 1,196 2,285

475 - 675 - 1000 1000

101 1000

1 Mringram served as Chref Executive until his retirement on 21 July 2010, at which
time Mr Wyatt was appointed as his successor The remuneration shown for 2011
represents the amounts paid to each in the period that they served as Chiaf
Executive in that financiaf year The long term incentives held by Mr Ingram which
vested in 2011 were HMRC approved executive share options granted 2008,
which the Remuneration Committee determined should vest based on the
measurement of the performance targets up to the date of his rebrement The
percentage of short term incentives shown as vesting for Mr Wyatt in 2011 relates
to his annual bonus for that year, the total amount of which has been included
In the corresponding ungle figure for total remuneration

Subsequent to his retirement, Mringram exercised further share options ata
pre taxgan of £119 413 «n the 2014 financial year

500 -
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Directors’ remuneration report continued

Annual report on directors’ remuneration

Percentage change 1n remuneration of Chief Executive

The following table shows the percentage change in the basic salary, value
of taxable benefits and short term incentives paid to the Chief Executive
n the year to 31 March 2015 against the previous financial year,
compared with the average percentage changes in those components

Chairman’s and non-executive directors’ fees

The Chairman’s and the non-executive directors’ fees are reviewed
trienmially The last review was in April 2014 and therefore therr fees
are unchanged since that date, as follows

of pay of Caledonia’s other staff on a per capnta basis Caledonia’s staff F’;‘;f‘;v‘t’:fc’;
recenved a standard increase in basic salary of 2 5% and the standard 2016 and 2015
bonus was the maximum entitlement, the same as the Chief Executive £
However, the average per capita percentage changes shown below were ~ Charman 184,560
higher due to the effect of non-standard increases or bonus awards Non-executive director basic fee 39,900
for a number of staff reflecting promotion, increased responsibilities Chairman of the Audit Commuttee 5,600
or other such adjustments Member of the Audit Commuttee 2,300
Chairman of the Remuneration Committee 4,900
Staffaverage oo mber of the Remuneration Committee 1,600
Chief Executive per capita id
% change %change  Senior iIndependent Director/Chairman
Basic salary 25 60 of the Governance Committee 5,100
Taxable benefits 07 35
Short term incentives 25 105  Annual bonus scheme

Relative importance of spend on pay

The graph below shows the personnel expenses for the year of group
compantes consolidated under IFRS 10, compared with amounts
distributed to Caledoria’s shareholders by way of dvidends and share
buy-backs

Statement of implementation of remuneration policy in the
2016 finanaal year

The company expects to operate the remuneration pelicy as described
i the previous section without any changes in the financial year ending
31 March 2016

Basic salaries of executive directors

In respect of the 2016 financial year, the Remuneration Committee
has already awarded the executive directors inflation-based increases
in basic salary of 1 0%, as follows

Salary for year to 31 March

2016 2015

£ £

W P Wyatt 511,550 506,480
SAKIng 362,080 359,380
1M B Cayzer-Cohm 306,930 303,890
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The Remuneration Commuttee has reviewed the performance target

for the company performance eiement of the annual bonus scheme and
decuded that, for the financial year ending 31 March 2016 and subsequent
years, the current target, whereby payments commence with a 10%
pay-out if the performance of the company’s NAVTR matches RPI,
increasing incrementally to the maximum entitlement payable if
outperformance of 7% or more s achieved, should be qualified such

that the RPI comparator should be the higher of actual RPI or 3%, being
breadly in ine wath the histonic long term average

Long term incentive schemes
No changes to the company’s long term incentve schermnes are anticipated
for the 2016 financial year

Approach

The Remuneration Committee will keep the implementation of the
remuneration pohcy under review tn order to take account of any changes
it the company’s business environment and remuneration practice
generally, but with the overall aim of ensunng that Caledona’s
remuneration arrangements continue to attract and retain talent and
reward executives appropriately in the ight of the company’s
performance
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Consideration by the directors of matters relating

to directors’ remuneration

The current members of the Remuneration Committee are

Charles Gregson (Chairman), David Stewart and Robert Woods

Mr Gregson and Mr Woods served throughout the year and

Mr Stewart became a member of the Committee on 17 March 2015
Charles Aflen-lones also served as a member of the Commuttee untit
his retirement from the board on 17 March 2015

During the year, the femuneration Committee recerved advice from
Freshfields Bruckhaus Deringer LLP, the company’s main legal advisers,

n relation to the preparation of the 2014 directors’ remuneration report,
the adoption of new performance measures for the long term incentive
plans and the imphications of the introduction of clawback prowvisions into
the UK Corporate Governance Code The Remuneration Committee also
consulted with the Chairman and the Chief Executive in relation to the
remuneration of the executive directors and internal support was
provided to the Remuneration Committee by the Company Secretary

Statement of voting at general meetings

At the annual general meeting of the company held on 17 July 2014, the
proxy votes lodged for the resolutions relating to directors’ remuneration
were as follows

Number %

To approve the 2014 directors’ remuneration regort
{other than the directors’ remuneration policy)

Votes in favour 36,607,789 99 §
Votes aganst 68,129 02
Total votes cast 36,675,918
Votes withheld 274,305

To approve the directors’ remuneration policy

Votes in favour 36,427,822 998
Votes against 88,185 02
Total votes cast 36,516,007
Votes withheld 434,216

This report was approved by the board on 27 May 2015 and signed on its
behalf by

Charles Gregson
Chairman of the Remuneration Commuttee

Financial statements

Other information
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Other governance matters

Dividends

An interim dividend of 13 8p per share (2014 — 13 4p) was paid on

8 January 2015 and the board has proposed that a final drvidend of

36 8p per share (2014 —35 7p) be paid on 6 August 2015 This will result
in total dvidends for the year of 50 6p per share (2014 — 49 1p)

Share capital structure
The company has two classes of share capital— ordinary shares of 5p each
and deferred ordinary shares of Sp each

The holders of the ordinary shares are entitled to receive dvidends
as declared from time to time and are entitled to one vote per share
at meetings of the company All voting rights are however suspended
n respect of any of the cempany’s shares that are held in treasury or
by group companies

The deferred ordinary shares carry no voting nights and are not
redeemable They carry the right to a fixed cumulative preference
dividend of 1% per annum (exclusive of any associated tax credit) of the
nominal value of such deferred ordinary shares, being 0 05p per share, or
£4,000 in aggregate, for all such shares currently in1ssue The company s
required to pay the dividend to the extent that it has chstributable profits
On a wanding-up or other return of capital, the deferred ordinary shares
carry the right to the payment of the amount pard up on such shares only
after holders of the ordinary shares have receved the sum of £100,000in
respect of each ordinary share All of the deferred ordinary shares are
held by Sterling Industries PLC, a wholly-owned subsidiary of Caledoniza

At 31 March 2015, 55,381,017 ordinary shares and 8,000,000 deferred
ordinary shares were in 1ssue The ordinary shares therefore represented
approximately 87%, and the deferred ordinary shares approximately 13%,
of the total issued share capital by nominal value Of the ordinary shares
nissue at 31 March 2015, 3,000 shares were held by a group company

As stated above, all voting nights are suspended on these shares

During the year, the company purchased and cancelled 30,000 ordinary
shares at a total cost of £0 6m The company’s issued share capital after
these transactions, as at 26 May 2015, beng the latest practicable date

prior o signature of these accounts, was 55,381,017 ordinary shares and
8,000,000 deferred ordinary shares

Restrictions on the transfer of shares

There are no specific restrictions on the transfer of the company’s shares,
although the articles of association contain provisions whereby the
directors may refuse to register a transfer of a certificated share which s
not fully pard, provided that such refusal does not prevent dealings in the
share from taking place on an open and proper basis The directors may
also refuse to register the transfer of a certificated share unless it is (a)
lodged, duly stamped, at the registered office or at such other place as
the directors may appoint, accompanied by the certificate for the shares
to which it relates and such other evidence as the directors may
reasonably require to show the night of the transferor to make the
transfer, {b) in respect of only one class of shares, and (c) in favour of

not more than four transferees

The directors may refuse to register a transfer of shares if a shareholder
has not supplied infoermation to the company in default of a request duly
served under section 793 of the Companies Act 2006 and such shares
represent at least 0 25% of the class of shares concerned

54

Annual report 2015 Caledonia lnvestments ple

Substantial interests
As at 31 March 2015, the following had notified the company that they
held 3% or more of the voting nghts of the company

Number Percentage

of voting of vating

rights rights

The Cayzer Trust Company Ltd 19,623,769 35 4%
Rebelco SA? 2,847,344 51%

1 Rebelco 54 15 a wholly-owned subsidiary of Sofina SA

There have been no changes in the substantial interests notified to the
company up to the date of this report

Employee share trust

The Caledonia Investments plc Employee Share Trust acquires and holds
ordinary shares in the company for subseguent transfer to employees
exercising options under the company’s executive share optich scheme
and the performance share scheme or calling for awards vesting under
the company’s deferred bonus plan The voting nghts of shares held

by the trust are exercisable by the independent trustee The trustee has
waived all dividends payable in respect of the ordinary shares held by the
trust, except to the extent of 0 0001% of such dividends At 31 March 2015,
the trust held 273,640 ordinary shares

Restrictions on voting rights

The directors may direct that a shareholder shall not be entitled to

attend and vote etther personally or by proxy or exercise any other right
conferred by membership in relation to general meetings of the company
in respect of some or all of the shares held by him, if he or any person
with an interest in such shares has been duly served with a notice under
section 793 of the Companies Act 2006 and 15 in default for the prescribed
period in supplying to the company the information required or, in
purported compliance with such a notice, has made a statement which

15 false or inadequate in a matenal particufar

Agreements which may restrict the transfer of shares or
exerase of voting rights

The company Is not aware of any arrangements which may restrict the
transfer of any of its shares or the exerase of any voting rights

Authornity to allot and purchase shares

At the annual general meeting of the company held on 17 July 2014,
shareholders granted to the directors authonity to allot ordinary shares up
to a nominal amount of £923,516, representing approxmmately one-third
of the ordinary share capital then in 1ssue, with authenity to aliot
additional ordinary shares up to a nominal value of £923,517, representing
approximately a further one-third of the ordmary share capital then
in1ssue, by way of pre-emptive nghts issues only, in accordance with
guidance 1ssued at that tme by the Association of British Insurers The
directors were further authorised to issue ordinary shares up to 8 nominal
amount of £138,527 other than pro rata to existing erdmary shareholders
These authonties last untd 17 Qctober 2015 or, if earlier, the conclusion of
the next annual general meeting
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At the annual general meeting held on 17 July 2014, shareholders also
granted authority for the company to make market purchases of up to
5,541,100 of its own ordinary shares, being approximately 10% of the
ordinary share capital then in 1ssue, at a price not more than the higher
of {a} 5% greater than the average of the middle market quotations for
such ordinary shares during the five business days preceding any such
purchase, and (b) the higher of {1} the price of the last independent trade
in such ordinary shares, and (i} the highest current independent bnd
relating thereto on the trading venue where the purchase 1s carned out,
nor at a price less than 5p, being the nominal value of an ordinary share
This authonity [asts until 17 October 2015 or, if earhier, the conclusion of
the next annual general meeting. At the same time, shareholders who
were not members of the Cayzer family concert party {'Cayzer Concert
Party’) gave their approval for 3 waver by the Panel on Takeovers and
Mergers of the obhgation that could arise on the Cayzer Concert Party
under Rule 9 of the City Code on Takeovers and Mergers to make a
general offer for Caledonta on the implementation by the company of
the above authority to purchase its own shares The approval was subject
to the maximum percentage of voting nghts in which the Cayzer Concert
Party 1s interested not exceeding 49 9% as a result of purchases by the
company This waver expires en 17 Qctober 2015 or, if earlier, the
conclusion of the next annual general meeting

Change of control mghts
There are no special control rights in relation to the company’s shares

Options granted under the company’s executive share option scheme
and 1ts performance share scheme and awards made under its deferred
bonus plan may become exercisable or vest as a result of a change of
control, although the number of shares comprised in those options or
awards may be reduced The service contracts of certa:n directors and
other senior executives also contain provisions whereby a hquidated sum
15 payable by the company in the event of termination within one year
following a change of control

Further details of these change of control nghts are set out in the
directors’ remuneration report

Investment trust status
Her Majesty’s Revenue and Customs has confirmed that Caledonia
has investment trust status for all financial persods from 1 Apnl 2012

Annual general meeting

The eighty-sixth annual general meeting of the company will be held at
Cayzer House, 30 Buckingham Gate, London SW1E 6NN on Thursday,
16 July 2015 at 11 30 am The netice of the annual general meeting and
details of all of the resclutions to be put to shareholders are set out in

a separate arcular sent to shareholders at the same time as this annual
report

Directors

The directors of the company are shown on pages 30 and 31 All of the
directors served throughout the year other than Mr H Y H Boel and

Mr D C Stewart, who were appointed on 25 June 2014 and 17 March 2015
respectively In addition, Mr C M Allen-Jones and Mr R Goblet d'Alviella
served as directors until their retirements from the board on 17 March
2015 and 25 june 2014 respectively Mrs S C R Jemmett-Page will join

the board with effect from 1 luly 2015

Financial statements Other information

Directors’ indemnity

Each of the directors has the benefit, under the company’s articles of
association, of an indemnity, to the extent permitted by the Compantes
Act 2006, against any habifity incurred by him or her for negligence,
default, breach of duty or breach of trust in relation to the affairs

of the company

Appomtment and removal of directors and the articles

of association

The appointment and removal of directors 1s governed by the company’s
articles of association and prevailing company law

The articles of associatron provicle that at every annual general meeting
one-third of the directors, orif not 3 multiple of three, the number
nearest to one-third, shall retire by rotation and therefore be required
to seek re-election by shareholders New directors may be appointed by
the board, but are subject to election by shareholders at the next annual
general meetmng of the company following their appointment Howaver,
ta comply with the provisions of The UK Corporate Governance Code, the
company reguires that all directors should be subject to annual election
by shareholders Shareholders may also appoint new directors by
ordmary resolution The articles of association imit the number of
directors ta not less than two and not more than twelve, uniess the
shareholders resolve otherwise

Following changes to the Financial Conduct Authority’s Listing Rules
introduced In May 2014, the election of those directors determined by
the board to be independent under The UK Corporate Governance Code
must be subject to the approval of both all shareholders of the company
and separately those shareholders who are not controliing shareholders,
being the Cayzer Cancert party

Customers and supphiers

The group’s policy in relation to all of its suppliers 1s to settle the terms
of payment when agreeing the terms of the transaction The group wall
abide by those terms on condition that it 1s satisfied that the suppler
has prowided the goods or services in accordance with the agreed terms
and conditions The group does not follow any code or statement on
payment practice

Going concern

The group’s business activities, together with the factors hkely to affect
1ts future development, performance and position are set out in the
Chairman’s and Chief Executive’s report on pages 2 to 5 and the
nvestment review an pages 10to 21 The finanaal positien of the group,
its cash flows, hquidity pesition and borrowing facilities are described

n the fingncial review on pages 22 and 23 In addstion, note 22 to the
financial statements includes the group’s capital management policies
and procedures and processes for managing market nisk and exposures
to currency risk, interest rate nsk, price nsk, credit nisk and hquidity nsk

The group has cash resources and committed bank faciities avallable
to meet existing 2nd new investment commitments As a consequence,
the directors beheve that the group is well placed to manage business
risks successfully

The directors have a reasonable expectation that the group has adequate
resources to continue tn operational existence for the foreseeable future
Accardingly, they continue to adopt the getng concern basis in preparing
the annual report and accounts

Auditor

Resolutions will be propesed at the annual general meeting to re-appont
KPMG LLP as auditor of the company and to authorise the directors

to agree the auditor's remuneration A description of how the Audit
Commuttee ensures the objectivity and independence of the auditor

15 set out on page 37 within the Audit Committee report
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Other governance matters continued

Cross references to information required to be disclosed by Listing Rule 9 8 4 R.
To comply with Listing Rule 9 8 4 C, the following tabte prowides references to where relevant information required to be disclosed urder Listing Rule

98 4R can be found
Listing Rule  Reguired information Location
984R(5) Details of any arrangements under which a director has wawed or Directors’ remuneration report — page 48 Waiver by Mr Boel
agreed to waive any emoluments from the company or any of all non-executive director fees to which he would otherwise
subsidiary undertaking be entitled
984R(6} Where a director has agreed to wave future emoluments, details Asabove
of such waiver together with those relating to emoluments which
were waived dunng the period under review
984R(127) Details of any arrangement under which a shareholder has Other governance matters = page 54 Waver of all
waved or agreed to waive any dividends drvidends by the trustee of the Caledonia Investments plc
Employee Share Trust, except to the extent of 0 0001%
af such dvidends
986R(13) Where a shareholder has agreed to wave future dividends, As above
details of such wawver together with those relating to dividends
which are payable duning the period under review
984R(14)(a) A statement made by the board that the listed company has Corporate governance report — page 34 Relations with
entered nto an agreement with a controlling shareholder under controlling shareholders
Listing Rule 9 2 2 AR {2){a)
984 R(14){c} A statement made by the board that As above

1 the listed company has complied with the independence
provisions included in any agreement with a controlling
shareholder entered inte under Listing Rule 9 2 2 AR {2)(a)

2 so far as the hsted company 15 aware, the Independence
provisions included in any agreement with a controlling
shareholder entered into under Listing Rule 9 2 2 AR (2)(a) have
been comphed with during the period under review by the
controlling shareholder or any of its associates

3 sofar asthe listed company 1s aware, the procurement
obligation (a5 set out in Listing Rule 9 2 2 BR {2)(a) ncluded in
any agreement entered into under Listing Rule 9 2 2 AR {2)(a}
has been comphed with dunng the period under review by
a cantroiling sharehoider
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Responsibility statements

Statement of directors’ responsimlities in respect of the
annual report and the finanaial statements

The directors are responsible for preparing the annual report, the
directors’ remuneration report and the financial statements m
accordance with apphcable law and regulauons

Company law reguires the directors to prepare financial statements

for each financial year Under that law, the directors have prepared

the group and parent cempany financial statements in accordance with
International Financial Reporting Standards ('IFRSs’) as adopted by the
European Union Under company law, the directors must not approve
the financial statements unfess they are satisfied that they give a true
and fair vew of the state of affairs of the group and the company and
of the profit or loss of the group for that penod In preparing these
financial statements, the directors are required to

» select suitable accounting policies and then apply them consistently

» make judgements and accounting estimates that are reasonable and
prudent

= state whether IFRSs as adopted by the European Union has been
followed, subject to any material departures disclosed and explained
in the group and parent company fmancial statements respectively

« prepare the financial statements on the going concern basis
unless it 15 nappropriate to presume that the company will continue
n business

The directors are responsible for keeping adequate accounting records
that are sufficient to show and explatn the company’s transactions and
disclose with reasonable accuracy at any tume the financial position of
the company and the group and enable them to ensure that the financial
statements and the directors’ remuneration report comply with the
Companies Act 2006 and, as regards the group financial statements,
Article 4 of the {AS Regulation They are also responsible for safeguarding
the assets of the company and the group and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities

The directors are respansible for the maintenance and integrity of the
company’s website Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may differ from
legisiation in other jurisdictions

The directors consider that the annual report and accounts, taken as a
whole, 1s fair, balanced and understandable and provides the information
necessary for shareholders to assess the group’s performance, business
model and strategy

Disclosure of information to auditors
Each of the persens who is a director at the date of approval of this report
confirms that

1 sofar as the director 1s aware, there 1s no relevant nformation of which
the company’s auditor s unaware

2 the director has taken all steps that he or she ought to have taken as
adwector m order to make himself or herself aware of any relevant
audit information and to establish that the company’s auditor 1s aware
of that information

This confirmation is given, and should be interpreted, i accordance wath
the provisions of section 418 of the Compames Act 2006

Responsibility statements under the Disclosure and
Transparency Rules and The UK Corporate Governance Code
Each of the directors, whose names and functions are isted on pages 30
and 31 confirm that, to the best of ther knowledge

1 the group financial statements, which have been prepared in
accordance with IFRSS as adopted by the EU, give a true and fair view
of the assets, habihities, financial position and profit of the group

2 the strategic report contamed on pages 1 to 29 includes a fair review
of the development and performance of the business and the position
of the group, together with a descnption of the pninapal risks and
uncertainties that it faces

Signed on behalf of the board by

Wil Wyatt Stephen King
Chief Executive Finance Director
27 May 2015 27 May 2015
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Independent auditor’s report

to the members of Caledonia Investments plc only

Opmnions and conclusions arising from our audit

1 Our cpinion on the financial statements 1s unmadified

We have audited the financial statements of Caledonia Investments plc
for the year ended 31 March 2015 set out on pages 60 to 78 In our
opinion

¢+ the financial statements give a true and fair view of the state of the
group's and of the parent company’s affairs as at 31 March 2015 and
of the group’s profit for the year then ended,

s the financial statements have been properly prepared in accordance
with International Financial Reporting Standards as adopted by the
European Union (IFRSs as adopted by the EU),

+ the parent company financial statements have been properly prepared
in accordance with IFRSs as adopted by the EU and as applied in
accordance with the provisions of the Comparies Act 2006, and

+ the financial statements have been prepared in accordance with the
requirements of the Compames Act 2006 and, as regards the group
financial statements, Article 4 of the IAS Regulation

2 Our assessment of nsks of matenial misstatement

In arrving at our audit opinion above on the financial statements, the risks
of matenal misstatement that had the greatest effect on our audit were
as follows

Valuation of unlisted investments (E850 2m)
Refer to page 36 {Audit Committee report), page 64 (accounting policy)
and page 68 {financial disclosures)

The risk

50 5% of the group's total assets (by value) 1s held in investments where
no quoted market pnice s available Unhisted investments are measured
at fair value, which 1s established in accordance with International Private
Equity and Venture Capital Valuation Guidelines by using measurements
of value such as price of recent orderly transactions, earmings multiples
and net assets There s a significant risk over the valuation of these
investments and this 15 one of the key judgmental areas that our audit
focused on

Qur response
Qur procedures included

» Enquiry of management to document and assess the design and
implementation of the investment valuation processes and controls in
place We attended the biannual Challenge Committee meetings and all
Audit Committee meetings where we assessed the effectiveness of the
Committees’ challenge and appraoval of unhsted investment valuations

+ Assessment of investment realisations in the period, comparing actuat
sales proceeds to prior year end valuations to understand the reasons
for significant vanances and consideration of whether they are
indicatrve of bias or error in the group's approach to valuations

» Challenging the mvestment manager on key judgements affecting
investee company valuations in the context of observed industry best
practice and the provisions of the International Private Equity and
Venture Capital Valuation Guidelmes in particular, we challenged the
appropnateness of the valuation basis selected as well as the undertying
assumptions, such as discount factors, andg the chorce of benchmark
for earnings multiples We compared key undertying financial data
nputs to external sources and investee company audited accounts
and management information as apphcable We challenged the
assumptions around sustainability of earnings based on the plans
of the investee companes and whether these are achievable, and
we obtamed an understanding of existing and prospective investee
company cash flows te understand whether borrowings can be serviced
or refinancing may be required Where a recent transaction 1s used to
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value any holding, we obtained an understanding of the crrcumstances
surrounding the transactions and whether it was considered to be on
an arm's-length basis and surtable as an input into a valuation Our work
included consideration of events which occurred subsequent to the
year end up until the date of this audit report

We compared the investment property valuations of the directors to
valuations performed by the external valuer and evaluated the
competence, capabiities and objectivity of the valuer With the
assistance of our own valuation specialist, we considered the
appropriateness of the external and internal valuations and inherent
assumptions by comparing the group’s assumptions to externally
derived data

for the valuation of fund interests we obtained and agreed the latest
reported net asset values from the fund managers Our procedures
also included obtaning audited financial statements of the funds and
checking the historical accuracy of the net asset values

Cur procedures also included consideration of the appropriateness,

n accordance with relevant accounting standards, of the disclosures in
note 22 1n respect of unhsted mvestments and the effect of changing
one or more inputs to reasonably possible alternatve valuation
assumptions

Carrying value of investments listed on recognised stock exchanges
{£648 6m)

Refer to page 37 (Audit Committee report}), page 64 (accounting policy)
and page 68 (financial disclosures)

The nsk

The group’s portfolio of listed equity investments makes up 38 8% of

the total assets of the group and 1s considered to be one of the key
dnivers of operations and performance results We do not consider these
investments to be at kugh risk of significant musstatement, or to be subject
to a significant level of jJudgement because they comprise liquid, quoted
investments However, due to their matenality m the context of the
financiai statements as a whole, they are considered to be one of the
areas which had the greatest effect on our overall audit strategy and
allocation of resources in planning and completing cur audit

Our response

Qur procedures over the comgleteness, valuation and existence of
the group’s hsted equity mvestment portfolro ncluded, but were not
hmited to

* documenting and assessing the processes in place to record investment
transactions and to value the partfolio,

« agreeing the valuation of 100 per cent of investments in the portfolic
to externally quoted prices, and

+ agreeing 100 per cent of investment holdings 1n the portfolio to
independently recerved thard party confirmations

3 Qur application of matenahty and an overview of the scope of our
audit

Materality for the financial statements as a whole was set at £25m,
determined with reference to a benchmark of total group assets, of which
it represents 1 5%

We repert to the Audit Committee any comected and uncerrected
identified misstatements exceeding £1 2min addition to other identified
misstatements that warranted reporting on qualitative grounds

The group audit team performed the audit of the group as if it was a single
aggregated set of financial information The audit was performed using
the materiality levels set out above and covered 100% of total group
revenue, group profit befare tax, and total group assets




Strategicreport Directors’ report

4 Qur opinion on other matters prescribed by the Companies Act 2006
15 unmodified
In our opinion

» the parts of the directors’ remuneration report to be audited have been
properly prepared in accordance with the Companies Act 2006,

+ the information given tn the strategic report and the directors’ report
for the financial year for which the financial statements are prepared
1s consistent with the financal statements,

= nformation given in the corporate governance statement set out on
pages 32 to 34 with respect to internal control and risk management
systermns in relation to finanoal reporting processes and about share
capital structures is consistent with the financial statements

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

Under 1SAs (UK and Ireland) we are required to report to you if, based on
the knowledge we acquired during our audst, we have identified other
information in the annual report that contams a matenal inconsistency
wath either that knowledge or the financial statements, a matenal
rsstatement of fact, or that 1s otherwise misleading,

In particular, we are required to report to you if

* we have identified material inconsistencies between the knowledge
we acquired duning our audit and the directors’ statement that they
consider that the annual report and financial statements taken as
a whole 1s farr, balanced and understandable and prowides the
information necessary for shareholders to assess the group’s
performance, business model and strategy, or

» the Audit Commuittee report does not appropnately address matters
communicated by us to the Audit Commuttee

Under the Companies Act 2006, we are required to report to you if,
In our opIIoN

* adequate accounting records have not been kept by the parent
company, or returns adeguate for our audit have not been receved
from branches not visited by us, or

« the parent company financial statements and the part of the directors’
remuneration report to be audited are not tn agreement with the
accounting records and returns, or

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

* we have not receved all the information and explanations we require
for our audit, or

* a corporate governance statement has not been prepared by the
company

Under the Listing Rules, we are required 10 review

» the directors’ statement, set out on page 55, i relation to going
concern, and

« the part of the corporate governance statement on pages 32 1034
relating to the company’s compliance with the ten prowvisions of the
2012 UK Corporate Governance Code specified for our review

We have nothing to report in respect of the above responsihilities

Financial statements {Other information

Scope ofreport and responsibilities

As explained more fully in the directors’ responsibihities statement set
out on page 57, the directors are responsible for the preparation of the
financiat statements and for being satisfied that they give a true and far
view A descnption of the scope of an audit of financal statements 1s
provided on the Financial Reporting Council’s website at www frc org.uk/
auditscopeukprivate This report 1s made solely to the company’s
members as a body and 15 subject to important explanations and
disclaimers regarding our responsibilibes, pubhished on our websrte at
www kpmg com/uk/auditscopeukco2014a, which are incorporated into
this report asif set outin full and should be read 1o provide an
understanding of the purpose of this report, the work we have
undertaken and the basis of our opintons

Jonathan Mills {Senior Statutory Auditor}

for and on behalf of KPMG LLP, Statutery Auditor
Chartered Accountants

15 Canada Square

Lendan E14 5GL

27 May 2015
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Group statement of comprehensive income
for the year ended 31 March 2015

2015 2014
Reverue Capital Totat Revenue Capital Total

Note £m £m £m £m fm £m
Revenue
Investmentincome 1 472 - 472 411 - 411
Other income 1 Q5 - a5 0S - 05
Gans and lgsses on far value investments 8 - 1799 1799 - 1514 1514
Gamns on fair value property - 03 03 = = —
Total revenue 477 180 2 2275 416 1514 1930
Management expenses 2 {18 3} {0 6) {18 9) {13 6) (0 5) {14 1)
Other non-recurring expenses 26 - {2 6) - - -
Performance fees - {11) {11} - - -
Guarantee obligation provided 15 - {07} on - {0 8) {0 8)
Warranty provision released 15 - - - = 35 35
Profit before finance costs 268 1778 2046 280 1536 181 6
Treasury interest recesvable 3 03 - 03 12 - 12
Finance costs 4 {16) - (16} 17 - (17)
Exchange movements 12 - 12 (0 3) — (G 3)
Profit befare tax 267 1778 2045 272 1536 180 8
Taxation 5 29 03 32 15 08 23
Profit for the year 296 1781 2077 287 154 4 1831
Other comprehensive income items never
to be reclassified to profit or loss
Actuanal gain/{loss) on defined benefit
pension schemes 24 - 27) {27) - 14 14
Tax on other comprehensive mcome 5 - 09 09 - (0 3) {0 3)
Total comprehensive ncome 296 176 3 2059 287 1555 184 2
Basic earmings per share 7 53 7p 323 3p 3770p 519p 279 2p 3311p
Diluted earnings per share 7 52 9p 318 2p 3711p 51 3p 276 1p 327 4p

The total column cf the above statement represents the group’s statement of comprehenswe income, prepared in accordance with IFRSs as adopted
by the European Union

The revenue and capital cotumns are supplementary (o the group's statement of comprehensive income and are prepared under guidance published
by the Association of Investment Companies

The profit for the year and total comprehensive income for the year is attnbutable to equity holders of the parent

The accounting policies and notes to the financial statements on pages 64 to 78 are anintegral part of these financial statements
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Statement of financial position

at 31 March 2015

Group Company
2015 014 2015 2014

Note £m £m £m £m
Non-current assets
Investments held at fair value through profit or loss 8 1,498 8 14519 1,496 2 1,435 9
Investments in subsidiaries held at cost 8 - - 08 08
Property, plant and equipment 9 191 186 - -
Deferred tax assets 10 24 10 - -
Employee benefits 24 19 32 - -
Non-current assets 1,522 2 14747 14970 1,436 7
LCurrent assets
Trade and other receivables 11 73 73 55 56
Current tax assets 5 04 - 12 01
Cash and cash equivalents 12 1400 355 1387 355
Current assets 1477 42 8 145 4 a1 2
Total assets 1,6699 1,5175 1,6424 1,4779
Current habilities
Bank overdrafts 12 - {26} - -
interest-bearing loans and borrowings 13 - {200) - -
Trade and other payables 14 (16 0) {15 0) (117) {6 8)
Employee benefits 24 (24) {21) - -
Current tax habilities - {02 - -
Provisions 15 (10 4) (83) {90) {10 9)
Current hiabilities (28 8) {48 2) {207} (177)
Non-current hobiiities
Interest-beanng loans and borrowings 13 {90} {200) = {20 0)
Employee benefits 24 {50) {3 4) - -
Deferred tax habilities 10 02) {03) - -
Non-current habilities {14 2) {237} — {20 0)
Total hiabihties {43 0) {71 9) {207} 377)
Net assets 1,626 9 1,445 6 16217 1,440 2
Equity
Share capital 16 32 32 32 32
Share premium 13 13 13 13
Capital redemption reserve 13 13 13 13
Capital reserve 1,328 3 1,152 6 1,3318 1,154 5
Retained earnings 3100 3044 3013 2971
Own shares {17 2) (27 2) (172} 172)
Total equity 1,626 9 1,445 6 1,6217 1,440 2
Undiluted net asset value per share 17 2952p 2624p
Diluted net asset value per share i7 2906p 2593p

The financial statements on pages 60 to 78 were approved by the board and authonsed for issue on 27 May 2015 and were signed on its behalf by

' L
Will Wyatt Steph INE

Chief Executive Finance Director

The accounting policies and notes to the financial statements on pages 64 to 78 are anintegral part of these financial statements
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Statement of changes in equity
for the year ended 31 March 2015

Share Share redercnappt:t:rll Capital Retained Own Total
capital  premium reserve Teserve  earnings shares equity
£m £m £m £m £m £m £m
Group
Balance at 31 March 2013 32 13 13 10121 3015 (170) 1,3024
Total comprehensive income
Prafit for the year - - - 154 4 287 — 1831
Other comprehensive income - - - 11 - - 11
Total comprehensive mcome - — - 1555 287 - 184 2
Transactions with owners of the company
Contributions by and distributions to owners
Exercise of options - - - - — 17 17
Share-based payments - - - - 07 - 07
Own shares purchased — - — - - (19) (19)
Own shares cancelled - - - (15 0) - - {15 0)
Drvidends pad — — - - (26 5) - (26 5)
Total transactions with owners — — - {15 0) (25 8} {02) {41 Q)
Balance at 31 March 2014 32 13 13 11526 3044 {172) 1,4456
Total comprehensive income
Profit for the year - - - 1781 296 - 2077
Other comprehensive Income - - - (1 8) - - {18}
Total comprehensive iIncome — — - 176 3 296 — 2059
Transoctions with owners of the company
Contnbutions by and distnbutions to owners
Exercise of options - - - - - 12 12
Share-based payments - - - - 33 - 33
Own shares purchased - - - - - {12) {12)
Own shares cancelled - - - {0 6} — — {0 6)
Dwvidends pard — — - ~ {27 3) - {27 3)
Total transactions with owners — - — {0 6) {24 0} - {24 6)
Balance at 31 March 2015 32 13 13 13283 3100 {172} 1,6269
Company
Balance at 31 March 2013 32 13 13 10151 2949 {170} 1,298 8
Profit and total comprehensive ncome - - - 154 4 280 - 182 4
Transactions with owners of the cormnpany
Contnbutrons by and distnbutions to owners
Exercise of options - - — — — 17 17
Share-based payments - - - — Q7 - 07
Own shares purchased - - - - - {19) {1 9)
Own shares cancelled - - - {150) - - {15 0)
Dwvidends paid - — - - {26 5) - {26 5)
Total transactions with owners = - — (15 Q) (25 8) {0 2) (41 Q)
Balance at 31 March 2014 32 13 13 1,1545 2971 (172) 1,440 2
Profit and total comprehensive Income - - - 1779 282 — 206 1
Transactions with owners of the company
Contributions by ond distributions to owners
Exercise of options — - - - - 12 12
Share-based payments - - - - 33 - 33
Own shares purchased - - — — - {12) {12)
Own shares cancefled - - - (0 6) - - {0 6)
Dividends paid - - — — {27 3) — {27 3)
Total transactions with owners - - — 06} (240 = {24 6)
Balance at 31 March 2015 32 13 13 1,3318 3013 (172} 16217

The accounting policies and notes to the financial statements on pages 64 to 78 are an integral part of these financial statements
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Statement of cash flows
for the year ended 31 March 2015
Group Company
2015 2018 2015 2014
Note £m £m £m £m
Operating activities
Dridends received 450 387 450 397
Interest receved 36 59 26 44
Cash received from customers 05 15 - -
Cash paid to supphers and employees (18 8) {15 6) {18 2) {14 0)
Taxes received 03 13 03 13
Group tax rebef receved 17 31 20 34
Net cash flow from operating activities 323 349 317 348
Investing activibies
Purchases of investments (240 4) (3271) {2392} (3L8 7)
Proceeds from disposal of investments 3727 2557 3587 2466
Purchases of property, plant and equipment {0 5) {01) - -
Proceeds from disposal of property, plant and equipment = 03 — —
Net cash flow from/{used in) mvesting activities 1318 (71 32) 1195 (721)
Financing octvities
Interest paid {16) {2 5) {12) [20)
Dvidends paid to owners of the company {273) (26 5) {27 3) (26 5)
Proceeds from new borrowings 200 350 - 350
Repayment of barrowings {51 0) (14 9) {20 0) {14 9)
Proceeds from group company loans 151 — 90 —
Repayment of group company loans {11 6) {0 4) (79) —
Exercise of share optians 12 17 12 17
Purchase of own shares {1 8) {170) {1 8) (170)
Net cash flow used in financing activities (57 0) (24 6) {48 0) (237)
Net increase/{decrease) in cash and cash equivalents 1071 {60 9) 103 2 {610)
Cash and cash equivalents at year start 329 938 355 965
Cash and cash equivalents at year end 12 140 0 329 1387 355

The accounting policies and notes to the financiat statements on pages 64 to 78 are an integral part of these finanaal statements
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Significant accounting policies

General information

Caledonia imvestments plc 15 an mvestment trust company domiciled

in the United Kingdom and incorporated in England in 1928, under the
Companies Acts 1908 to 1917 The address of its registered office is
Cayzer House, 30 8Buckingham Gate, London SW1E 6NN The ordinary
shares of the company are prermum hsted on the Londen Stock Exchange

These financial statements were authonsed for issue by the directors
on 27 May 2015

These financial statements are presented in pounds sterling, as this is
the currency of the pnimary economic enviranment In which Caledonia
operates

Key sources of estimation uncertainty

Faur vaiues of financial instruments

Most of the group’s financial mstruments are measured at fair value inthe
statement of financial position and 1t Is usually possible to determme ther
fair values within a reasonable range of estimates

For actively traded financial instruments, quoted market prices are readily
available For other financial instruments, such as unhsted securnities,
valuation technigues are used to estimate fair value Valuation techniques
make maximum use cf market inputs, including reference to the current
fair values of instruments that are substantially the same (subject to
appropriate adjustments)

Fair value estimates are made at a specific point in time, based on market
conditrons and information about the financiat nstrument These
estimates are subjective in nature 2nd involve uncertainties and matters
of significant judgement and therefore cannot be determined with
precision

Sigmificant accounting policies

Basis of accounting

These financial statements have been prepared in accordance with
International Financial Reporting Standards (‘IFRSs’) as adopted by the
EU and therefore the group financial statements comply with Article 4
of the EU IAS Regulation IFRSs comprise accounting standards 1ssued
by the International Accounting Standards Board and its predecessor
body as well as interpretations issued by the International Financiat
Reporting Interpretations Commuttee and its predecessor body

The financial statements have been prepared on an histonical cost basis,
except for the revaluation of certain financial instruments and properties
Where presentational guidance set out in the Statement of Recommended
Practice Financial Statements of Investment Trust Componies and Venture
Caprtal Trusts {'SORP’) 1ssued by the Association of Investment Compantes
in Novernber 2014 15 consistent with the requirements of [FRSs as adopted
by the EL, the directors have sought to prepare the financial statements
on a basis compliant with the recommendations of the SORP

The statement of comprehensve income of the company has been
omutted from these financial statements i accordance with section 408
of the Companies Act 2006

Under The UK Corporate Governance Code and applicable regulations,
the directors are required to satisfy themselves that it 1s reasonable to
presume that the company is a going concern The directors have a
reasonable expectation that the company and the group have adequate
resources to continue In operational existence for the fareseeable future,
as discussed on page S5 Accordingly, they continue to adopt the going
concern basis of prepanng the financial statements

Adopted IFRSs
In the current year, the group has not adopted any new standards
or interpretations
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IFRSs not yet applied
At the date of approval of these financial statements, the following
standards had been 1ssued by the IASB but not adopted by the EU

= [FRS 9 Financal Instruments
= IFRS 15 Reverue from Contracts with Customers

The directors anticipate that the adoption of these standards in future
penods in their issued form wili have no material impact on the financial
statements

Assessment as investment entity

Entities that meet the definition of an investrment entity wathin IFRS 10

are required to account for most investments in controlled entities as held
at fair value through profit or loss Subsidiaries that provide investment
related services or engage in permitted investment related activities with
nvestees continue to be consolidated unless they are also investment
entities The board has concluded that the company meets the definition
of an investment entity

Basis of consolidation

In accordance with the IFRS 10/1AS 28 investrment entitres amendments,
the consohdated financial statements include the financial statements of
the company and service entities controlled by the company made up to
the reperting date Control 1s achieved where the company has the power
over the potential investee as a result of voting or other nghts, has nghts
to positive or negative vanable returns from ts involvernent with the
investee and has the abiity to use its power over the investee to affect
significantly the amount of its returns

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange
ruling at the date of the transaction Monetary assets and habilites
denominated in foregn currencies at the reporting date are translated
to the functional currency at the foreign exchange rate ruling at the
reporung date Non-monetary assets and labifities that are measured
in terms of historical cost in a foreign currency are translated to the
functional currency using the exchange rate at the date of the transaction
Non-monetary assets and labidities denorminated in foregn currencies
that are stated at fair value are translated to the functional currency at
foreign exchange rates ruling at the dates the fair values were
determined

In the financial statements, foreign exchange gains or losses are
recogmsed i capital or revenue reserve depending on whether the
gan or loss 1s of a capital or revenue nature respectively

Income

Dvidends receivable on equity shares are recogrised as revenue when
the shareholders’ nght to receve payment has been established, normally
the ex-dwidend date Where no ex-dmdend date i1s available, dwvidends
recevable on or before the peniod end are treated as revenue for the
penod Prowision 1s made for any dwvidends not expected to be received

The fixed returns on debt securities, loans and non-equity shares are
recognised on an effective interest rate basis, which s the rate that
exactly discounts estimated future cash receipts through the expected life
of the financial asset to that asset’s net carrying amount

Renta! mcome 1s recogrused on a straight-bine basis over the lease term

The company’s share of net income from lmited partnerships 1s
recognised as revenue when recerved

Where uncertainty arises over the collectabdity of an amount already
included in income, the uncollectible amount or the amount in respect
of which the recovery has ceased to be probable, 1s recogrused as an
expense When the uncertainty over collectability is removed, normally
on receipt, the income 15 recognised in the statement of comprehensive
income
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Expenses

All expenses are accounted for on an accrual basis In the financial
statements, management expenses and performance fees are included

In revenue reserves Expenses of acquisition of an investment designated
as held at fair value through profit or loss or expenses of an aborted
acquisition or disposal of an investment are presented as transaction
costs, or deducted from the proceeds of sale as appropriate, and included
in capital reserves

Operating leases
Rentals payable under operating leases are charged to income on
a straight-line basis over the term of the relevant lease

Employee benefits

Pension schemes

Payments to defined contribution schemes are charged as an expense
as they fall due

For defined benefit schemes, the cost of providing benefits i1s determined
using the projected unit credit method, with actuanal valuatrons being
carried out at each reporting date Actuanal gains and losses are
recognised in full in the penod in which they occur in other
comprehensive iIncome

Past service cost 1s recognised immediately in the pertod of a plan
amendment

The retirement benefit obhigation recognised in the statement of financial
position represents the present value of the defined benefit obligations
as reduced by the fair value of scheme assets Any asset resulting from
this calculation s hrmited to the present value of available refunds and
reductions in future contributions to the plan

Profit shanng and bonus plans

The group recognises a liability and an expense for bonuses and profit
sharing, based on a formula that takes into consideration the profit
attributable to the company’s shareholders after certain adjustments
The group recognises a provision where contractually obliged or where
there 1s a past practice that has created a constructive obligation

Share-based payments

The group 1ssues equity-settled share-based payments to certamn
employees Equity-settled share-based payments are measured at fair
value at the date of grant and the fair value 1s expensed on a straight-line
basis over the vesting period, based on the group's estimate of the
number of shares that will eventually vest

Where employees of a subsidiary are granted nights to the equity
instruments of its parent as consideration for the services provided to
the subsidiary, the subsidiary recognises an equity-settled share-based
payment transaction expense with a corresponding increase recognised
n equity representing a contnbution from the parent Inaddition, the
parent recognises an increase In eguity and an increase m subsrdiary
investment eguivalent to the amount of the share-based payment
transaction

An employee share trust 1s used for distnbuting option and performance
share and deferred bonus awards to employees under Cafedonia’s share
remuneration schemes The trustee purchases shares with money lent
interest free by Caledonia and transfers shares to participating employees
on receipt of the requisite consideration or calling of awards

The transactions the employee share trust undertakes are considered

to be performed by the trust as an agent for Caledomia The transactions
of the employee share trust are included in the separate financial
statements of the parent company and, following the requirements of
IFRS10, tn the consolidated financial statements as if they arose in that
company Own shares held by the employee share trust as at the
reporting date are accounted for as if they were treasury shares

Financial statements Other information

Natonal insurance on share option scheme gons and perforrmance share
and deferred bonus awards

National Insurance payable on the exercise of certain employee share
optiens and performance share awards at the date of exercise and
deferred bonus awards at the date of call has been charged as an expense
spread over the respective vesting peniods The charge s based on the
difference between the market value of the underlying shares at the
reporting date and the exercise price for share options or £nil for
performance share awards and deferred bonus awards and calculated

at the latest enacted National Insurance rate

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

The tax currently payable 15 based on the taxable profit for the period
Taxable profit differs from net profit as reported in the statement of
comprehensive Income because 1t excludes items of iIncome or expense
that are taxable or deductible in other periods and it further excludes
items that are never taxable or deductible The group's llability for current
tax is calculated using tax rates that were applicable at the reporting date

Deferred tax i1s the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and habikities in the
financial statements and the carresponding tax bases used v the
computation of taxabte profit and 1s accounted for using the liabifity
methed Deferred tax liabilities are recagnised for all taxable tempoerary
differences and deferred tax assets are recogrused to the extent that

it 15 probable that future taxable profits will be available against which
deductible temporary differences can be utilised Investment trust
companies that have approval as such under section 1159 of the
Corporation Tax Act 2010 are not liable for taxation on capital gains

The carrymng amount of deferred tax assets i1s reviewed at each reporting
date and adjusted to the extent that it 15 probable that sufficient future
taxable profits will be available to allow all or part of the assets to

be recovered

Dradend distribution

Dwidends are recognised in the period in which they are appropriately
authorised and no longer at the discretion of the entity For intenim
dmdends, this will normally mean the date on which they are paid and,
for final dividends, the date on which they are approved in general
meetng

Investments

Investments are recognised and derecognised on a trade date where
a purchase or szle of aninvestment s under a contract whose terms
require delivery of the investment wrthin the timeframe estabhished
by the market concerned and are initially measured at cost, excluding
transaction costs

Investments held as part of the group’s business of investing in financial
assets are designated as held at fair value through profit or loss in both
the consohidated financial statements and the company financial
statements

investments designated as held at fair value through profit or loss are
measured at subsequent reporting dates at fair value Gamsor losses
arising from changes in the value of investments designated as held at
fair value through profit or loss, including foreign exchange movements,
are included w net profit or loss for the peniod as a capital return

Listed nvestments are valued at bid price or the last traded price when

a bid price 15 not avallable Unlisted investments are valued using
recogmised valuation methodologies, based on the Internationat Private
Equity and Venture Capital Valuation Guidelines, which reflect the
amount for which an asset could be exchanged between knowledgeable,
willing parties on an arm’s length basis The portfolio valuation
methodology i1s detailed on page 24
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Significant accounting policies continued

Distributrons from investment limmited partnerships are treated as disposat
praceeds or income In accordance with the nature of the distribution

Any surplus capital distributions after repaying partner’s capital are
treated as reahsed gains

Derivative financial instruments
Dervatives are recognised at fair value on the date a contract is entered
nto and are subsequently re-measured at therr farr value

Hedge accounting s not applhied Changes in the fair value of dernvative
financial instruments are recognised in the statement of comprehensive
income as they arnse

Capital resarve

The company mamtans a capital reserve The following items are

transferred into the capital reserve from profit or loss

* gains and losses on investments held at fair value through profit
or loss

» gains and losses on dervatives used to hedge the fair value of
Investments

» expenses and finance costs incurred directly in relation to caprtal
transactions

 actuanal gains and losses on defined benefit pension schemes
= taxation on tems recognised in the capital reserve

Property, plant and equipment

Propertyis reasured at far value Gams anising from changes in the fair
value are mcluded in other comprehensve income for the period in
which they anse and losses included n profit or loss To the extent gains
represent the reversal of cumulative losses previously recognised they
are included in profit or loss

Plant and equipment 1s measured at cost less accumulated deprecation
and any accumulated impairment loss

Assets in course of construction are measured at cost less any
accumulated mpairment loss

Depreciation is calculated to write off the fair value or cost of items of
property, plant and equipment less their estimated residual values using
the stra;ght-ine method over their estimated useful lives Land and assets
in course of construction are not depreciated

The estimated useful ives of property, plant and equipment are
as follows

Buildings
Office equipment

25-50 years
3-5years

Accumnulated depreciation on revalued property is ehminated against
the gross carrying amount of the asset

The gain or loss on the disposal or retirement of an asset is determined
as the difference between the sales proceeds and the carrying amount
of the asset and 1s recogrused in the statement of comprehensive income

Impairment of assets

At each reporting date, the group reviews the carrying amounts of its
tangible and mtangible assets to determine whether there s any
indication that those assets have suffered an impairment loss If any
suchindication exists, an impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable amount,
if any The recoverable amount 1s the higher of an asset’s farr value less
costs to sell and value in use

66 Anoual report 2015 Caledonia Investments ple

Recevables

Recewables do not carry any interest and are stated at their nominal value
as reduced by appropriate allowances for estimated irrecoverable
amounts

Cash and cash equwvalents

Cash comprises cash in hand and demand deposits Cash equivalents are
short tarm, highly iquid investments that are readily convertible to known
amounts of cash and that are subject to an insignificant nisk of changes in
value

Borrowings

Interest-bearing bank loans and overdrafts are recorded at the far value
of proceeds receved, net of directissue costs Finance charges, including
premiums payable on settlement or redemption and direct 1ssue costs,
are accounted for on an accrual basis in the statement of comprehensive
income using the effective interest method and are added to the carrying
amount of the mmstrument to the extent that they are not settled in the
penod in which they anse The effective interest method allocates the
interest expense over the life of the instrument so as to reflect a constant
return on the carrying amount of the hability

Provisions

A prowision 15 recognised in the statement of financial position when the
campany has a present legal or constructive obligation as a result of a past
event, and it 15 probable that zn outflow of economic benefits will be
required to settle the obligation Provisions are measured at the directors’
best estimate of the expenditure reguired to settle the obligation at the
reporting date and are discounted to present value where the effect 1s
materal

In the financial statements, provisions recognised for investments are
included sn the statement of comprehensive income as a capital return

Share capital
Egquity instruments 1ssued by the company are recorded as the proceeds
recewed, net of direct (ssue costs

where the Caledonia Investments plc Employee Share Trust purchases
the company’s equity share capital, the consideration paid, imcluding any
directly attnibutable incremental costs (net of income taxes), 1s deducted
from equity attributable to the company’s owners unty the shares are
transferred Where such shares are subsequently transferred, any
consideration received, net of any directly attnbutable incremental
transaction costs and the related income tax effects, 1s included in equity
attrnibutable to the company’s owners

QOperating segments
Operating segments are based on the financal information reported to
the chief aperating decision maker
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1. Revenue

Investment income

The average number of employees, including executive directors,

throughout the year was as follows

Other information

2015 2014 20,&3 mhlr;
£m £m
Income Jrom portjolo mvestments Average number of employees 46 45
Dwidends from UK listed companies 98 99 )
Dwidends from overseas listed companies 99 78 3. Treasury interest receivable
Dwvidends from unlisted companies 176 159 2015 2014
Distributions from hmuted partnerships 78 49 £m Em
Interest on debt instruments 13 26  Intereston bank deposits 02 03
Senp dvidends 04 - Group facility fees 01 01
46 8 a1 Loan impairment reversal - 038
Income from unallocated investments 03 12
Dividends from unlisted compantes 04 =
. Finance costs
47 2 11 4.F t.
2015 2014
Other income £m tm
2015 2014 Iinterest on bank loans and overdrafts 16 16
£m i Interest on loans from subsidiartes — 01
Property income 05 05
16 17
2. Expenses 5. Taxation
Management expenses
s Recogmsed in comprehensive income
20£1m 2051; 2015 2014
£m £m
incame statement revenue column Corrent taxmeome
Personnel expenses 129 96
Depreciation 03 o1 Current year Q7 08
preciatio Adjustments for prror years 19 17
)| _prior y
Auditor's remuneration 02 02 36 75
Other administrative expenses 55 49
- Deferred tax income/flexpense)
Directors’ fees and disbursements recharged 07) {06}
Onigination and reversal of temporary differences 06 (02)
Management fees and recharges @4) {c3)
Total tax tncome 32 23
Gain on disposal of plant and equipment - {0 3)
Other expenses 05 —_  Reconcihation of effective tax expense
183 136 2015 2014
income statement capital column £m £m
Transaction costs 06 05 Profit before tax 204 5 180 8
189 141 Tax expense at the domestic rate of 21%
(2014 - 23%) (42 9) (41 6}
Further information Non-deductible expenses {07) 01
Auditor’s remuneration Losses for the year unreheved (12} {14}
Fees payable to KPMG LLP were as follows Non-taxable gains on investments 377 354
20£1m5 2°ET;: Non-taxable UK dividend income 41 60
Tax exempt revenues 38 22
Audit services
Other temporary differences 05 {01)
Annual report 01 01
Over-provided in prior years 19 17
Other services Tax income 32 23
Other assurance and tax comphance 01 01
02 02 Recognised in other comprehensive income
2015 2014
Persannel expenses £m Em
2015 2014 Deferred tax income/lexpense)
Em Em_ On actuanal losses/(gains) on defined benefit
Wages and salaries 72 71 penston schemes 05 {03)
Compulsory socal security contributions 09 10  onshare options and awards 04 —
Contnibutions to defined contribution plans 25 04 09 (03)
Defined benehit pension plans expense (note 24) Q2 03
Equity-settled share-based payments {note 23] 33 07 Current tax assets
Nztional Insurance on share awards 08 01  Current tax assets of £0 4mn the group and £1 2m in the company
129 96 represented tax loss relief surrender for settiement {2014 - company

£01m)
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6. Dividends

Amounts recogmsed as distnibutions 1o owners of the company in the
year were as follows

2015 2014

p/share £m p/share £m
Final dwidend for the year ended
31 March 2014 (2013} 357 197 343 191
Intenim dividend for the year ended
31 March 2015 {2014} 138 76 134 74

495 273 477 265

Proposed final dwidend for the
year ended 31 March 2015 (2014) 368 203 357 197

The proposed final dvmdend has not been included as a habdity in these
financial statements This dvidend, if approved by sharehotders at the
annual general meeting to be held on 16 }uly 2015, will be payable on
6 August 2015 to holders of shares on the register on 10 July 2015

The ex-dnidend date will be 9 July 2015

For the purposes of section 1158 of the Corporation Tax Act 2010
and associated regulations, the dividends payable for the year ended
31 March 2015 are the interim and final dvidends for that year,
amounting to £27 9m (2014 — £27 1m)

7. Earnings per share

Basic and diluted earnings per share

The calculation of basic earnings per share of the group was based on
the profit attributable to shareholders and the weighted average
nurmber of shares outstanding during the year The calculation of diluted
earmings per share included an adjustment for the effacts of dilutive
potential shares

The profit attnbutable te shareholders {basic and diluted) was as follows

2015 2014
£m Em

Revenue 296 287
Capital 178 1 154 4
Total 2077 1831
The weighted average number of shares was as follows

2015 2014

000's 000's
issued shares at year start 55,411 56,222
Effect of shares cancelled {16) {589)
Effect of shares held by the employee share trust {296) {327)
Basic weighted average number of shares
during the year 55,099 55,306
Effect of performance shares,
share options and deferred bonus awards 873 628
Diluted werghted average number of shares
during the year 55,972 55,934
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8 Investments

Group Campany
2015 2014 2015 2014
£m £m £m £m
Investments held at foir value
through profit or loss
Investments kisted on a
recognised stock exchange 648 6 7032 6486 703 2
Unhisted investments BS50 2 748 7 8476 7327
1,4988 11,4519 1492 14359
Investments held at cost
Service subsidiaries - - 08 03
1,4988 1,4519 14970 14367
The movements in non-current iInvestments were as follows
Listed Unlisted  Unlisted
equity equity! debt Total
£m £m £m £m
Group
Balance at 31 March 2013 6919 4401 909 1,2229
Reclassifications - 126 {12 6) —
Purchases at cost 1406 1827 91 3324
Disposal proceeds {201 4) {36 8) (134) (251 6)
Gains on investments 721 783 10 151 4
Rolled-up interest — - (32) (32)
Balance at 31 March 2014 7032 6769 718 14519
Reclassifications (09) (31 8) 327 -
Purchases at cost 13138 979 111 240 8
Disposal proceeds (1955) (1104} {616} (3715)
Gains on investments 140 154 6 113 1799
Rolled-up interest - - (2 3) (2 3)
Balance at 31 March 2015 648 6 7872 630 14988
Company
Balance at 31 March 2013 6919 4555 582 12056
Reclassifications - 126 {12 6) =
Purchases at cost 1406 183 4 07 3247
Disposal proceeds (201 4) (37 5) 36) (2025)
Gains on investments 721 7813 17 1521
Rolled-up interest — = {32) (22)
Balance at 31 March 2014 7032 692 3 412 14367
Reclassifications {09} {31 8) 327 —
Purchases at cost 1318 1012 99 2429
Disposal proceeds {1995) ({1137) (a4 4) (3576)
Gains on investments 140 154 6 87 1773
Rolled-up nterest - — 2 3) {2 3)
Balance at 31 March 2015 648 6 8026 458 14970

1 Unhsted equity included limited partnership and open ended fund investments

Rolled-up taterest is the movement in the fair value of loan instruments
attributable to investment iIncome

Reclassifications in the current year reflected an investee de-listing and
the recrganisation of a portfolio of US private equity funds In the prior
year, reclassifications represented a subsidiary debtto equity conversion
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9, Property, plant and equipment
Group

Financial statements Other information

Movement in temporary differences dunng the year
Other

Balance Compre compre- Balance
Under Office atyear hensive hensive atyear
construc equIp- start income income end
Property tion ment Total £m £m £m £m
£m £m £m £m 2015
Cost Employee benefits 09 06 09 24
Balance at 31 March 2013 200 - 14 214 Other items 03 = — {02}
AcQuisitigns - - 01 01l 07 06 09 22
Dispasals - - {0 5) 05 g1
Balance at 31 March 2014 200 - 10 210 Employee benefits 14 02 {03) 09
Acquisitions - 05 — 05  DOtheritems ©2) _ Z 02
Balance at 31 March 2015 200 o5 10215 12 02 (03) 07
Depreciation
Balance at 31 March 2013 - = {13) (13)  Group and company
Depreciation charge - - (01) (01)  Unrecogrused deferred tax assets
Disposals - - 05 05 Deferred tax assets were not recognised in respect of the following items
Balance at 31 March 2014 - - {09) 09) 2015 2014
Depreciation charge {0 3) - - {03) £m £m
Eiminate depreciation 03 - - 03 Tax losses 24 22
Balance at 31 March 2015 = - (0 9) {0 9)
Revaluation A deferred tax asset was not recognised in respect of the tax losses
Balance at 31 March 2013 because it was not probable that future taxable profits would be available
and 2014 {15) - _ (15) asamst which the company couid utilise the losses
Revaluation in the year 03 - - 03
Elminate depreciation {0 3) — - {03) 11.Trade and other receivables
Balance at 31 March 2015 {15) - - {15) Group Company
Corrying omounts 2015 2014 2015 2014
At 31 March 2013 185 - 01 186 £m £m £m £m
At 31 March 2014 185 - 01 186 Trade recewables 48 55 46 47
At 31 March 2015 18 5 05 01 191  Non-trade recewables
and prepayments 19 18 09 09
Property 1s measured at fair value and compnised freehold fand and Other recewvables 06 - - -
building partly occupied by the group and partly let out to third parties 73 73 55 56

10 Deferred tax

Group
Recognised deferred tax assets and habifities
Deferred tax assets and habilities were attributable to the following

Assets Labifities Net
£m £m £

2015
Employee benefits 24 - 24
Other items - {0 2) {0 2)
24 {0 2) 22

2014
Employee benefits 10 (0 1) 09
Other items - {02} (0 2}

10 {03} 07

12 Net cash and cash equivalents

Group Company
2015 2014 2015 2014
£m £m £m £m
Bank balances 416 333 20 333
Short term deposits 98 4 22 1367 22
Cash and cash equivalents 1400 355 1387 355
Bank overdrafts — (26) - =

1400 329 1387 355

Bank overdrafts were included in current liabilities in the balance sheet

13. Interest-bearing loans and borrowings

Group Company
2015 2014 2015 2014
£m £m £m £m
Current lrabilities
Unsecured bank loans - 200 - -
Non-current abifities
Unsecured bank loans 90 200 - 200
20 400 - 200
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14. Trade and other payables

Group Company
2015 2014 2015 2014
Em £m £m £m
Trade payables a7 27 98 61
Non-trade payables
and accrued expenses 07 14 06 07
Other payables 146 109 13 -

160 150 117 68

Other payables included short term lending by subsidiaries to
Caledoma Investments ple and Caledonmia Treasury Ltd

16. Share capital

15, Provisions
Group
Solvency
Warranty guarantee ULtigation Totai
£m £m £m £m
Balance at 31 March 2013 35 75 - 110
Provided during the year - 08 — 08
Released during the year (3 5) — - (3 5)
Balance at 31 March 2014 - 83 - 83
Prowvided during the year - 07 14 21
Balance at 31 March 2015 = 90 14 10 4
Company
Bank Solvency
Warranty guarantee guarantae Total
£m £m £m £m

Balance at 31 March 2013 35 19 75 129
Provided dunng the year - 07 08 15
Released during the year {3 5) — — (35)
Balance at 31 March 2014 - 26 83 109
Provided dunng the year — - 07 07
Released during the year - {2 6) - (26)
Balance at 31 March 2015 - - 90 90

The warranty provision relates to the disposal of an investment in 2006
The prowvision was estimated based on the amount of the ¢laim against
the company The claim was determined in the prior year and the agreed
settlement covered by insurance

The bank guarantee provision related to a bank toan drawn by a subsidiary
and lent to another subsidiary, which did not have sufficient resources

to settle the obhigation in full The provision was estimated based on the
expected shortfall should the loan be repaid During the year, the ultmate
borrower was restructured and the loan obligation settled i full

The solvency guarantee provision related to a subsidiary that had a claim
agamst it, but insufficient resources to settle any such obligations The
pravision was estimated based on the amount of the claim against the
subsidiary Duning the year, the provision was increased based on a review
of the obligations

The itigation provision related to a claim anising from the acquisition of
a subsichary in 2013 The amount of the provisian was estimated based
on the costs of defending the claim in the courts

Wwith the exception of the litigation provision, these provisions were
allocated to the capital reserve As the matters that gave rise tothe
provisions were expected to be resolved over the next year, all provisions
were classified as current habiities
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Deferred
Ordinary  ordinary Share
shares shares premium Total
£m £m £m £m
Balance at 31 March 2013,
2014 and 2015 28 04 13 45

The number of fully paid shares in 1ssue was as fellows.

Ordinary Deferred
shares ordinary shares
2015 2014 2015 2014
000's 000's 000's 000’s
Balance at the year start 55,411 56,222 8,000 8,000
Shares cancelled {30) (811) — -
Balance at the year end 55,381 55,411 8,000 8,000

The company had outstanding share options and performance share
scheme and deferred bonus awards (note 23)

As at 31 March 2015, the ssued share capital of the company compnsed
55,381,017 ordinary shares (2014 - 55,411,017) and 8,000,000 deferred
ordinary shares {2014 — 8,000,000) The ordinary and deferred ordinary
shares have a nominal value of 5p each

The holders of the ordinary shares are entitled to recerve dvidends as
declared from time to ttme and are entitled to one vote per share at
meetings of the company In respect of the company’s ordmary shares
that are held by subsidianes, all voting rights are suspended

The deferred ordinary shares carry no voting rights and are not
redeemable They carry the right to a fixed cumulative preference
dividend of 1% per annum {exclusive of any associated tax cred:t) of the
nominal value of such deferred ordinary shares, being 0 05p per share, or
£4,000 in aggregate, for ail such shares currently in issue The company 1s
required to pay the dvidend to the extent that st has distnbutable profits
On a winding-up or other return of capital, the deferred ordinary shares
carry the right to the payment of the amount paid up an such shares only
after holders of the ordinary shares have recerved the sum of £100,000 in
respect of each such ordinary share All of the deferred ordinary shares
are held by Sterling Industnes PLC, a wholly-owned subsidiary of the
company

17. Net asset value per share

The group’s undiluted net asset value per share s based on the net assets
of the group at the year end and on the number of ordinary shares in1ssue
at the year end less ordinary shares held by the Caledonia Investments plc
Employee Share Trust The group’s dituted net asset value per share
assumes the exercise of all outstanding in-the-money share options and
the caling of performance share and deferred bonus awards

2015 2014
Net  Number Net  Number
assets ofshares NAY assets  of shares NAV
£m Q00’s  p/share £m 000's  pfshare
Undtuted 16269 55,107 2952 11,4456 55090 2624
Adjustments 12 924 (46) 23 748 (31)
Diluted 16281 56,031 2906 14479 55,838 2593
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18, Operating segments

The chief operating decision maker has been identified as the Executive
Commuttee, which reviews the company’s internal reporting in order to
assess performance and allocate resources Management has determined
the operating segments based on these reports

The performance of cperating segments 15 assessed on a measure of
group total revenue, principally comprising gaims and losses on
investments and dervatives hedging those investrments and mvestment
income Reportable profit or loss 1s after treasury ncome and ‘Other
items’, which comprise management and other expenses and provisions
Reportable assets equate to the group’s tatal assets Cash and cash
equivalents and ather items are notdentifiable operating segments

‘Other investments’ comprise subsidiaries not managed as part of the
investment partfolio

Profit before tax Assets
2015 2014 2015 2014
£m £m £m £m
Quoted pool 169 921 4477 4978
Unquoted pool 878 800 5103 568 3
Funds pool 1001 213 3277 204 4
Income & Growth pool 215 02 2021 189 6
Investment portfolio 2263 1936 14878 14601
Qther Investments 16 (0 6) 110 103
Total revenug/investments? 2279 1930 14988 14704
Cash and cash equvalents 03 12 1400 329
QOther items (23 7) {13 4} 311 142
Reportable total 2045 1808 16699 15175

1 In 2014, total Investments included property heid at fawr value of £18 5m

Geographical segments
In presenting information on the basis of geographrcal segments, segment

Financial statements Other informatron

19. Related parties

Identity of related parties

The group and company had related party relationships with its
subsidiaries {note 25) and associates (note 26) and with its key
management personne!, being its directors

Transactions with key management perscnnel

Certan directors of the company and therr immedaate relatives had
significant influence in The Cayzer Trust Company Ltd, which held 35 4%
of the voting shares of the company as at 31 March 2015 (2014 - 35 4%)

In addition to their salanes, the group provided non-cash and post-
emgployment benefits ta directors and executive officers Details of
directors’ penston benefits are set out in the directors’ remuneration
report on page 48

The key management personnel compensation was as follows

Group
2015 2014
£m £m
Short term empioyee benefits 25 24
Post-employment benefits - 01
Equity compensation benefits 16 05
41 30

Total remuneration of directors 1s included i’ Personnel expenses’
{note 2)

During the year, the group invoiced and recerved £0 1m (2014 —£0 1m})
in rent and admunistration fees from The Cayzer Trust Company Ltd

Other related party transactions
investees
Transactions between the company and its subsidiaries were as follows

revenue 1s based on the currency of pnmary hsting for hsted secunties, Amount 201853’““ Amount ZDEM“
or country of residence for unquoted investments, and segment assets of trans- atyear oftrans- at year
are based on the geographical location of the assets actions end  actons ond

m us Other Total Comprehensive income items

£m Em £m £m Guarantee fees receivable - - 01 -
2015 Dividends recewvable
Revenue 520 1234 525 2279  onequity shares 14 8 - 136 -
Non-current assets 191 - - 191  Capnal distributions recevable 33 - 07 -
2014 Management fees payable {199) (92} {13 8) {35)
Revenue 141 2 276 242 1930 Taxation 14 - 30 -
Non-current assets 186 - - 186 Financial position rtems

Investments purchased 55 - - —

Non-current assets exclude financial mstruments, deferred tax and Investments sold (31 6) - - -
employee benefit assets Equity subscribed 17 - 1445 -
Major chents Capital contributions 59 — 157 -
The group s reliant on two nvestments accounting for more than 10% of ~ Loansrecewvable 385 430  (145) 45
the group revenues, which included gains and losses on investments Loans payable (13} 13) - -
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Associates and joint ventures
Transactions between the company and group and associates and joint
ventures were as follows

2015 2014
Amount  Balance Amount 38alance
oftrans atyear oftrans atyear
actions end actions end
£m £m Em £m
Compoany
Drvidends recevable
on equity shares 21 - 12 -
Interest recervable
on loan secunties - - 13 -
Taxation 06 - 04 —
Loans recevable {395) - {2 8) 395
Other group compames
Directors’ fees recevable 01 - 03 01
Cayzer Farmily Archive

In the previous year, certain artworks and memorabibia relating to the
Cayzer famuly and its tustoric shipping interests were sotd by the group for
£0 3m to The Cayzer Farmily Archive, a charitable foundation estabhshed
to preserve an historical archive of the Cayzer family and its hentage in
shipping

20, Capital commitments

Atthe reporting date, the group and company had entered into
unconditional commitments to hmited partnerships, commitments
to other investment funds and loan facilities to portfolic companies,
as follows

Group Company
015 2014 205 2014
fm £m £ £m
Investments
Contracted but not called 1289 885 1289 885
Conditionally contracted 297 190 297 190

1586 1075 1586 1075

21. Contingencies

The company has provided guarantees capped at £6 Sm, £3 7m and

£5 Om to the trustees of the Caledonia Pension Scheme, the Sterfing
Industries Pension Scheme and the Amber Industral Holdings PLC
Pension & Ufe Assurance Scheme respectively in respect of the habilittes
of the participating employers of those schemes

At 31 March 2015, there was a iigation claim outstanding in respect
of an investment made in 2013

22. Financial instruments

Financial nstruments compnise secunities and other investments, cash
balances, borrowings and recewvables and payables that anse from
operations The investment portfolio includes listed and uniisted
equity iInvestments, debt instruments and investments in funds that
are intended to be held for the long term

Risk analysis
The main types of financial nsk to which the group ts exposed are market
nisk, credit nsk and hquidity nsk

The nature and extent of the financial instruments outstanding at
the reporting date and the nisk management policies employed are
discussed below
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Market nsk
Market nsk embodies the potential for both losses and gains and includes
price nsk, currency nsk and far value interest rate risk

The strategy for managing market risk is driven by the investment
objectve, which is to cutperform the FTSE All-Share Total Return

ndex over rolling ten year penieds Investments are made in a range of
instruments, including isted and unhsted equities, debt and non-equity
investment funds, in a range of sectors and regions

Price risk

Price nisk may affect the value of listed and unlisted mvestments as

a result of changes in market prices (other than arsing from interest rate
nsk or currency risk), whether caused by factors specific to an individual
investment, its issuer or factors affecting all instruments traded n the
market

As the majonty of financial instruments are carried at fair value, with far
value changes recognised in the statement of comprehensive income,
all changes in market conditions will directly affect reported partfolio
returns

Price risk 1s managed by canstructing a diversified portfolio of instruments

traded on vanous markets and hedging where approprate

The exposures of histed and unhisted equity investments, equity linked
bonds and funds were as follows

Group Company
2015 2014 2015 2014
£m £m £m Em

Investments held at fair value

through profit or loss 1,4654 13801 14308 1,395

The following table details the sensitivity to a 10% variation in equity
prices The sensitivity anatysis includes all equity and fund investments
held at fair value through profit or loss and adjusts their vatuation at the
year end for a 10% change in valye

Group Company
2015 2014 2015 2014
£Em £m £m Em
Increase in prices 1465 1380 1481 1395
Decrease In prices {1465) {1380} (1481) (1395}

The sensitrity to equity and fund investments has increased during the
year due to investment portfolio gains in the year

In management’s opinion, the sensitivity analysis 1s unrepresentative
of the inherent price nisk as the year end exposure dees not reflect the
exposure throughout the year as a whole

Currency risk

Investments in financial Instruments and other transactions may be
denomnated in currencies other than the functional currency
Consequently, there 1s exposure to the nisk that the exchange rate of the
functional currency may change refative to other currencies i a manner
that has an adverse effect on the value of that portion of assets and
liabilities denomnated ih currencies other than the functional currency

The company’s nen-functional currency denominated investments and
gains and losses thereon are reviewed regularly by the directors and
the currency nsk ts managed by the directors within the overall asset
aliocation strategies and risk
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The fair values of the monetary items that have foreign currency exposure
were as follows

Group Company
2015 2014 2015 2014
£m £m £m £m
Cash and cash equivalents 05 20 05 19

The fellowing table details the sensitiity to a 10% varmation in exchange
rates This level of change s considered to be reasonable, based on
observation of market conditions and histonic trends The sensitivity
analysis inciudes all foreign denominated debt investments

Group Company
2015 2014 2015 2014
£m £m £m £m
Starling depreciates {weakens) - 02 - 02
Sterling appreciates (strengthens) - {0 1) - {01)

The exposure to foreign currency has decreased during the year due to
the reduction in foreign denominated cash and cash equivalents

Interest rate risk

Interest rate movements may affect the fair value of investments in fixed
interest securities and the level of ncome recewvable from fixed income
securities and cash at bank and on deposit

The company and group held fixed rate, interest-bearing financial assets,
with maturity of up te five years, cash at bank and term deposits, with the
term to maturity of up to three months, and floating rate, interest-bearing
financial assets The group also had floating rate, interest-bearing
borrowings

The exposure to interest rate risk on financial assets and habilitres was
as follows

Group Company
2015 2014 2015 2014
£m £m £m Em

Fixed rote
Investments in
debt instruments - 90 - 90
Interest-bearing loans
to subsidianes 26 91 - -
Floating rate
Investments in debt
instruments 16 2 322 162 322
Interest-bearing loans
to subsidianes 146 215 — -
Cash and cash equivalents 1400 329 1387 355
tnterest-beanng loans
and borrowings {90) (400) - (20 0)

The sensitivity analysis below has been determined based on the
exposure to interest rates at the reporting date from a 50 basis pont
change taking place at the beginming of the financial year and held
constant throughout the year This level of change 15 considered to be
reasonable, based on observation of market conditions and historic
trends

Group Company
2018 2014 2015 2014
£m £m £m £m
Decrease in interest rates 05 06 04 04
Increase In interest rates {0 5) {0 6) (0 4) (0 4)

The group’s and company’s sensitivity to interest rates has changed in
the year due to a reduction in fced interest foans, against an increase in
floating rate loans and net cash with a relatively tower rate of interest

Financial statements Otherinformation

Credit risk

Credit nisk 1s the nsk that the counterparty to a financial instrument will
fail to discharge an obligation or commitment A credit policy 1s in place
and exposure to credit nsk is regularly monitored

At 31 March 2015, the financial assets exposed to credit risk were
as follows

Group Company
2015 2014 015 w014
£m £m Em £m

Investments in debt

instruments 334 718 162 412
Operating and

other recervables 73 73 55 56
Cash and cash equivalents 2400 329 1387 355

1807 1120 1604 823

Prior to making investments in debt instruments, management has

in place a process of review that includes an evaluation of a potential
Investee company’s ability to service and repay its debt Management
reviews the financial position of investee companies, including their
contmuing ability to service and repay debt, on a regular basis

The exposure to credit risk on operating and other recewvables s rutigated
by performing credit evaluations on investee companies as part of the
due diligence process

Credit nsk ansing on money market funds and cash and cash equivalents
1s miugated by spreading investments and deposits across a number

of approved counterparties in accordance with board policy These are
erther investment grade banks with a credit rating of ‘AA3’ or ‘AA-" or
higher, as determined by the rating agencies Moody’s and Fitch, or
banks specifically approved by the board These credit ratings are
reviewed regularly

At the year end, the group and company had cash deposits with the
Royal Bank of Scotland plc of £98 Om and £96 7m respectively

All transactions in listed securities are settied on contract terms using
approved brokers The nsk of default s considered minimal, as delvery

of securities sold 1s only made once the broker has received payment
Payment 1s made on a purchase once the secunties have been received by
the broker The trade will fail if either party fails to meet their obligations
Listed secunty trades are settled through HSBC Global Custody

Fair value

Most of the financial instruments are carned at farr value in the statement
of financial position Usually, the fair value of the financial instruments can
be rehiably determined within a reasonable range of estimates For certam
other financial nstruments, specifically operating and other recevables
and payables, the carrying amounts approximate fair value due to the
immediate or short term nature of these financial instruments

Liquidity nisk
Liquidity nsk arises as a result of the possibility that the group and
company may hot be able to meet its obligations as they fall due

The corporate treasury function provides services to the company

and group, coordinating access to domestic financial markets for both
borrowing and depositing. Group companies access local financial
markets when th:s is more favourable, in haison with the corporate
treasury function Executive management monitors the group’s iquidity
on a weekly basis, including the level of undrawn committed facthties
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The following table shows the group’s exposure to gross liquidity rnisks,
based on the undiscounted contractual maturiies of the financial
labilities

Upta ito
1year Syears Discount  Nettotal
fm £n m m

2015
Unsecured loans
Subsidaries 01 92 (0 3) 90
2013
Unsecured loans
Company 14 243 (57) 200
Subsidraries 203 - {03) 200
Group 217 24 3 {60) 400

Caprtal management policies and procedures

The group’s capital management objectves are

= to ensure that the group and company will be able to continue
as a going concern

* to maxtmise the income and capital return to the company’s
shareholders, pnncipally through the use of equity capital, although
the group will maintain appropnate borrowing facilities, to be used
for short term working capital or bridging finance, currentty £175m
(2014 —£175m)

The group’s total capital at 31 March 2015 was £1,626 9m

{2014 — £1,445 6m) and compnised equity share capital and reserves
The group was 0 6% geared at the year end (2014 - 2 8%) and had

a further £166m of committed bank facilitres

The board monitors and reviews the broad structure of the group’s

and company’s capital on an ongoing basis This review includes

« the planned level of gearng, which takes into account planned
investment activity

» the possible buy-back of equity shares for cancellation, which takes
account of the discount of the share prnice to net asset value per share

= the annua! dwvidend policy

The group’s cbjectives, polictes and processes for managing capstal are
unchanged from the preceding year

The parent company 15 subject to the following externally imposed
caprtal requirements

* a5 a publc bmited company, the company is required to have
a minimum 1ssued share capital of £50,000

* to maintain its approval as an investment trust company, the
cormpany is required to comply with the provistons of section 1158
of the Corporation Tax Act 2010 as amended by the Investment Trust
{Approved Company) {Tax) Regulations 2011

The parent company has complied with these requirements, which
are unchanged since the previous year end

Fair value hierarchy

The table below analyses financial instruments held at fair value according

te the subjectivity of the valuation method, using the following hierarchy

Llevell  Quoted prices (unadjusted) in active markets for idenucal

assets

LevelZ  Inputsother than quoted pnces included wathin Level 1
that are directly or indirectly observable

Level3  Inputs for the asset that are not based on observabie

market data
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Group Company

2015 2014 2015 2014
£m £m £m £m

investments held at foir value
Level 1 648 6 7032 648 6 703 2
Level 2 992 394 1113 394
Level 3 7510 7093 7363 693 3
1,4988 14519 14962 14359

in the year, group and company mvestments with a value of £0 9m and
£2 9m were transferred from Level 1 to Level 3 and Level 2 to Level 3
respectively, as a result of there no longer being any ebservable market
data Inaddition, the group transferred £5 5m from Level 2 to Level 3
inrespect of property investments

Movement in Level 3 financial instruments was as follows

Group Company
2015 2014 2015 2014
£m £m £m £m

Balance at the year start 7093 494 7 693 3 476 6
Reclassifications 93 — 38 —
Purchases 401 186 8 401 1834
Disposal proceeds {158 5) (45 2) {1490) {40 5)
Gains and losses on

investments sold in the year 326 75 325 75
Gains and losses on

investments held at the

year end 118 2 65 5 115 6 663
Balance at the year end 7510 709 3 7363 693 3

The directors have used several valuation methodologies as prescnbed
m the valuation guidelines to arrive at their best estimate of fair value,
mecluding discounted cash flow caleulatrons, revenue and earnings
multiples and recent market transactions where availlable

Significant uncbservable inputs used at 31 March 2015 in measunng
Level 3 financial Instruments were developed as follows

EBITDA multiples represent amounts that market participants would
use when pnong tnvestments EBITDA multiples are selected from
comparable pubhc companies based on geographic location, industry,
seze, target markets and other factors that management consider
reasonable The traded multiples for comparable compares are
determined by dividing the enterprise value of the company by its
EBITDA EBITDA multiples ranged from Sto 12, weighted average 8 3

Discounted cash flows use a medwm term time honzon of five years
and a cost of capital of 10%

Marketability discounts represent the adjustrment to comparable
market muttiples to reflect the lhguidity of the portfolic compames
relative to the comparahle peer group Management determines the
discount for lack of marketabity based on its judgement, after
considering market lquidity conditions and company specific factors
such as the development stage of the portfolto company Marketability
discount rates ranges from 10% to 30%, waighted average 20%
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The table below sets out information about significant unobservable
inputs used at 31 March 2015 in measurning financial instruments
categonsed as Level 3 1n the fair value hierarchy,
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The company also has a deferred bonus plan, under which sentor
employees compulsorily defer part of their annual bonus, being any
bonus in excess of 50% of their basic salary for the bonus year, into shares

Change  and may voluntanty defer up to 50% of their remaining cash bonus mto
Farr werghted s::l::itt '":a':n' shares The company will match the number of shares comprised in both
Description/ vatue average  wity +f-  compulsory and voluntary deferral, subject ta service and company
valuation techmigue £m Unobservable input nput +f- £m performance cniteria
:;:::;s!i’; i::ried The terms and conditions of the grants outstanding as at 32 March 2015
Earmungs 2770 EBITDA multiple 83x 10x 471 :;;‘:::s follows, whereby all grants are settled by physical delivery of
Marketability discount 20% 1% 70 Vesting Number
Discounted 20 6 Discountrate 10% 1% 04 Grant date Entitiement conditions  of shares
cash flow Marketability discount 10% 1% 02 Share options
Net assets 328 Multiple 10x _01x 33 190805 Option grant to seniorstaff  Note 1 2,585
3305 580 010606 Option grant to senior staff  Note 1 18,933
Externally developed 290509 Option grant to senior staff Note 1 53,022
Private equity funds mvestments 74,540
Net asset value! 3655 Performance share scheme awards
Private companies 2805 12 Award grant to senior staff Note 2 245,452
Extemnal valuatior? 55 0 1206 13 Award grant to senior staff Note3 185,510
4205 030713 Award grant to senior staff Note 3 5,813
7510 271114 Award grant to senior staff Note 4 200,722
1 The entity has determined that the net asset values reported by the fund managers 637,897
represents fair value at the reporting date Deferred bonus awards to senior staff
2 Eﬁ;:t!lttr‘:ar::::::‘r::;rithat independent third party ns rep its fair 1206 13 Compulsory award Note 5 46,509
120613 Matching shares Note 6 46,509
Private equity fund investments, included in Level 3, are valued in 06 06 14 Voluntary award Note 7 549
accordance with the valuation guidelines and are based on information 06 06 14 Compulsory award Note 5 58,680
provided by the general partner The general partners’ policy in valuing 06 06 13 Matching shares Note 6 59,229
unhisted investments is to carry them at fair value Similarly, externally 211476

managed unguotad investment valuations are based on information
provided by the managers

23, Share-based payments

The company has an executive share option scheme, which entitles seruor
employees ta purchase shares in the company at the market price of the
shares at the date of grant and on similar terms, subject to service and
company performance cntena Under the terms of the scheme, options
may be exercised between three and ten years after the date of grant,
although only one-third of the options may be exercised after three years
from grant, with the remaining two-thirds becoming exercisable six years
after grant A number of grants have been made under this scheme

At the 2011 annual generzal meeting, shareholders approved a new
performance share scheme to replace the existing share option scheme
as the means of delivering long term ncentive awards to senior
executives The performance share scheme entitles senior executives
to receive options over the company’s shares which are exercisable at
nil-cost, subject to service and performance conditions Nil-cost option
awards granted in 2012 may be exercised between three and ten years
after the date of grant, although only two-thirds of the awards may be
exercised after three years, with the remaining one-third becoming
exercisable five years after grant For nil-cost option awards granted

In 2013 and 2014, haif of the shares compnised in the awards may be
exercised after three years, and half after five years

Vesting canditiens are as follows
1 Three/six years of service and 50% vest if NAV outperforms RPI by 9%
and/or 50% vest if NAV outperforms FTSE All-Share by 3%

2 Three/five vears of service and two-thirds vest if NAV total return
outperforms the FTSE All-Share Total Return and/or one-third vest if
NAV total return outperforms the FTSE Actuanes UK Index-hinked Gilts
(all stocks) Total Returt, in each case ocver a three year peniod and with
vesting on a straight-line basis from 10% to 100% on outperformance
of 0 5% to 3 5%

3 Three/five years of service and 50% vest if NAV total return
outperforms the FTSE All-Share Total Return over five years and/or 50%
vest if NAV total return outperfarms the FTSE Actuanes UK Index-linked
Gilts (all stocks) Total Return over three years, in each case with vesting
on a straight-hine basis from 10% to 100% on outperformance of 0 5%
to 3 5%

4 Threeffive years of service with vesting on a graduated basis
from 10% to 100% for annualised NAV total return of 3% to 1096 and
{for investment executives) annuahsed pool total returns in a range
of 4% to 15%, in each case measured over three years for one-half of
the award and five years for the other half of the award Investment
executives’ awards are measured as te 80% by reference to pool total
returns and 20% by reference to NAV total return, other than
Mr Cayzer-Colvin's awards, which are 50% and 40% respectively

5 Three years of service
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6 Three years of service and two-thirds vest if NAV total return
outperforms the FTSE All-Share Total Return and/for one-third vest if
NAV total return outperforms the FTSE Actuaries UK Index-linkad Gilts

24 Employee benefits
Group

{all stocks) Total Return, in each case over three years with vesting on a 2(:;1,: 20,;1..,,4
straight-hne basis from 10% to 100% on outperformance of 0 5% 03 5%  Non.current assets
7 Three years of service or earhier termination of employment Defined benefit pension asset 19 32
Current habiities
All share options and performance share awards have a Iife of ten years Profit sharing bonus (24) (21)
and all deferred bonus awards have a ife of four years Non-current babilities
The number and weighted average exercise prices of share optionswere  Defined benefit pension obligations (38 (28)
as follows National Insurance on share options, performance
2015 2014 shares and deferred bonus awards (12) {0 6)
Weighted Weighted (50 (34)
R umber  oxeret  number  Totalemployee hiabilities {(74) (55}
price of options price of options
p/share 000’s __p/share 000 s Defined benefit pension obligations
Outstanding at the year start 1589 146 1487 271 The group makes contributions to two (2014 — two) plans in the UK that
Exercised during the year 1619 {71) 1387 (118}  prowde pension benefits for employees Both schemes were closed to
Lapsed during the year - — 1055 {7} new membersin Apri 1996 New employees joining after that date were
Outstanding at the year end 1560 75 1589 146 offered alternatrve defined contribution pension arrangements

The options outstanding at 31 March 2015 have an exercise price in
the range of 1446p to 1878p and a weighted average contractual life
of ten years

The fair value of services recerved in return for performance share
scheme and deferrad awards granted was measured indirectly, by
reference to the share price at the date of grant

Under the schemes, share options were granted with senice and
non-market performance conditions Such conditions were not taken
inte account n the fair value measurement of the services recesved at
the dates of grant There were no market conditions associated with
the share option grants

The farr value of services received in return for deferred share awards
was measured directly, by reference to the fair value of services received
dunng the pertod This was based on the amount of annual borrus that
was compulserily and voluntanly deferred 1n accordance with the rules
of the company’s deferred bonus plan

Employee expensas/{credits) ware as follows

2015 2014
Years ended 31 March £m fm
Share options granted in 2010 - 01

Performance share awards granted in 2012 - {14)
Performance share awards granted in 2013 Q7 08
Performance share awards granted in 2014 038 07
Performance share awards granted in 2015 04 —
Deferred bonus awards for 2011 02 —
Deferred bonus awards for 2013 05 05
Deferred bonus awards for 2014 07 -
33 07
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2015 2014

£m £m

Present value of funded obligations 426 385
Fair value of plan assets {40 7) (38 9)
Present value of net (assets)/obligations 19 (0 4)

Changes in the present value of defined benefit obligations were
as follows

2015 2014
£m £m
Balance at year start 385 392
Service cost 03 03
Interest cost 16 16
Actuanal {gain)/loss 35 {15)
Actual benefit payments {13) (11)
Balance at year end 426 385
Lhanges in the fair value of plan assets were as follows
2015 2014
Em £mn
Balance at year start 389 374
Expected return on assets 17 16
Actuanal gainf{loss) 08 {01)
Employer contributions 06 11
Actual benefit payments (13) 11)
Balance at year end 407 389

Amounts reccgnised in management expenses In the statement
of comprehensive incaome were as follows

2015 2014

£m £m

Current service cost 03 03
Interest on obligations 16 16
Expected return on plan assets (17} {1 6)
02 03
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Amounts recognised in other comprehensive income were as follows
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Sensitivities
The calculation of the defined benefit obhgation s sensitive to the

2°£1;: 2°Elr: assumptions set out above The following table summarnises the estimated
Actaanal gams/{losses) ansing from increase in defined benefit obligations to a change in Indwdual actuanal
financial assumptions 62 11 assumptions, while halding all other assumptions constant This sensitivity
Actuarial gans from demographic adjustments 25 —  analysis may not be representative of the actual change i the defined
Actuarial gains from expenience admstments 10 03 benefit obligation as it is uniikely that the change in an assumption would
Actuarial gamns/{losses) m the year 27 12 occur in isolation, as some of the assumptions may be correlated
m_ im
An analysis of plan assets at the end of the year was as follows Reduction in the discount rate of O 25% 15 15
2015 2014 Increase in inflation of 8 25% 12 12
Em £m Increase in future salary increases of 0 25% 02 02
Equities 298 264 Increase in hfe expectancy of one year 15 15
Bonds 56 56
Cash 53 69  Risks
a07 386 The schemes typically expose the group to nsks such as

The analysis of plan assets above included an underlying asset allocation
of investment funds

Princpal actuarial assumptions at the reporting date (expressed as
weighted averages) were as follows

2015 2014

% %

Discount rate at year end 31 42
Future salary increases 41 S0
Future pension increases 31 35
RPI price inflation 31 35

Mortality rates are assumed to follow the Self-Admirnistered Pension
Schemes "Sertes 1" Light tabtes applicable to each member’s year of
birth, projected to calendar year 2012 i line with the core CMI scate of
improvements Allowance has also been made for further improvements
in ling with CM! core projections with a long term trend of 1 5% pa Life
expectancy on retirement in normal health s assurmed to be 277 years
{2014 ~ 27 6 years) for males and 29 0 years (2014 — 28 8 years} for
females who are currently 62 years of age

Expected contributions to group post-employment benefit plans for the
year ending 31 March 2016 were £0 2m (2015 —£0 7m)

in the UK, the funding is set on the basis of a tnenmial funding valuation
by the actuaries for which the assumptions may differ from those above
As a result of these valuations, the group and the scheme trustees agree

a Schedule of Contributions, which sets out the required contributions
from the employer and employees for current service Where the
scheme 15 in defiait, the Schedule of Contributions also includes required
contnbutions from the employer to ehminate the defiat The most recent
trienniat valuations were completed n 2012 A summary of the recent
funding obligations and weighted average duration of the defined benefit
obligation was as follows

Weighted
average
Obligations at duration at
31 Mar 2012 31 Mar 2015
£m Years
Amber Industrial Holdings
pension scheme 121 16
Caledonia Pension Scheme 274 17

» Investment nsk— the schemes hold therr nvestments in equities and
bonds, the value of which fluctuates, whether caused by factors specific
to an individual iInvestment, its 1ssuer or factors affecting all instruments
traded in the market

Interest rate risk - the schemes’ kabilities are assessed using market
rates of nterest, based on corporate bond yelds, to discount the
liabifities and are therefore subject to any volatiity in the movement
of the market rate of interest The net interest mcome or expense
recogrised in profit or loss is calculated using the market rate of
interest

Inflation risk —a significant proportion of the benefits under the
schemes are linked to inflaton Although the schemes’ assets are
expected to provide a good hedge agaimnst inflation over the long term,
movements over the short term would increase the schemes’

net deficit

Mortality nisk — ;v the event that members live langer than assumed,
the hatilities may turn out to have been understated onginally and

a deficit may emerge if funding has not been adequately provided for
the increased hfe expectancy
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25 Subsidiaries
Significant subsidiaries were as follows

Ownership
Country of 2015 2014
Name domicide Shares held % %
Amber 2010 Ltd UK Ordinary 100 100
Brookshire Capital LLP UK Capital 70 80
Buckingham Gate Ltd* UK Ordinary 100 100
Cooperatieve Catedonia Netherlands Member 100
Netherfands Holding wa contnbution
Caledonia Lion Ltd UK Ordinary 93 100
Caledonia Choice Ltd UK Ordinary 98 98
Caledonia Group UK Ordinary 100 100
Services Ltd*
Caledomia Treasury Ltd! UK Ordinary 100 100
Deveronside Trading UK Ordinary 100 100
Company Ltd
Easybox Sarl Luxembourg Ordinary 100 100
Preferred 100 100
Edinmore Estates Ltd UK Ordinary 100 100
Edinmore Properties Ltd UK Ordinary 100 100
Edinmore Investments UK Ordinary 100 100
Four Ltd
Sloane Club UK Ordinary 100 100
Management Ltd
Sloane Club Properties UK Capital 100 100
LLP
Southoak Ltd UK Ordinary 100 100
Sterking Industries PLC UK Qrdinary 100 100
Preference 80 80
TGE Marine AG Germany Ordinary 68 68
1 Subsidizries included in the lidated financizl 1ts as service companies

controlled by the company, in accordance with the IASB Investment entities
exempuon

A compiete hist of mvestments in subsidiaries will be subrmitted with
the company’s annual return to the Registrar of Companies
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26. Interests 1n associates

The company Is an investment trust company and, accordingly, does not
equty account for associates, which are designated as investments hefd
at farr value through profit or loss

Stgnificant associates of the company were as follows

Ownership

Country of 2015 2014
Name dom:cile Shares held % %
B&W Group Ltd UK Preferred 20 20
Eredene Capntal pic UK Ordinary 21 21
General Practice UK Ordinary 24 24
Investment Corp Ltd Preference 100 100
Marwadi Shares & India Ordinary 32 32
Finance Ltd
Satellite Information UK Ordmnary 23 23
Services Ltd

A complete hst of investments in associates will be submitted wath the
company’s annual return to the Registrar of Companies

Aggregated amounts relating to associates, extracted on a 100% basis,
were as follows

2015 2014

£m £m

Assets 3409 9215
Labilrties (1827) (5864)
Equity 158 2 3351
Revenues 369 6 7753
Loss (55) (53)
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Company performance record

A ten year record of the company’s financial performance is as follows

Other information

Profit/ Diluted Diluted Rolfing ten years annuahised

(loss) for earngs Annual Net NAV per Share Total share FTSE All-Share

the year per share drvidend assets share price holder return Total Return

£m p p £m p p % %

2006 3494 549 2 296 1,307 2044 1980 149 84
2007 1361 2269 311 1,323 2258 2066 150 77
2008 (43 9) {76 0} 325 1,252 2155 2050 126 35
2009 (325 5) (564 1) 338 906 1559 1289 94 {07)
2010 3124 5396 353 1,182 2034 1625 115 26
2011 841 1451 371 1,259 2165 1725 105 47
2012 (93 2) (161 8) 429 1,134 1977 1486 81 52
2013 2094 3665 a7 2 1,302 2305 1840 136 107
2014 1831 3274 491 1,446 2593 1923 89 86
2015 2077 3711 506 1,627 2906 2281 75 77

1 Profits earmngs and net assets from 2013 were from the group results prepared 1n accordance with IASB favestment Enhiies amendments ta IFRS 10 Consafidated Financial

Statements Pre 2013, they were from the company results
2 Annual dividends are stated in refatton to the year s results from which they were paid
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Information for investors

Dividends, change of address and

other shareholder services

Shareholders who wish to have dvidends paid directly into a

UK bank account, rather than by cheque to their registered address,
can complete a mandate form for this purpese Mandates may be
obtained from Capita Asset Services Where dividends are paid
directly into shareholders’ bank accounts, dividend tax vouchers
are sent directly to shareholders’ registered addresses

Capita Asset Services also offer an international payment service
whereby overseas shareholders may convert their dwdend
payments into a chosen currency and receive payment erther in
the form of a currency draft or by a direct payment into an overseas
bank account Details of the currencies available under the serwice
and how to apply, including the terms and conditions, are avallable
online atinternational capitaregistrars com or an application pack
can be requested by telephone on +44 20 8639 3405 (from outside
the UK} or 0871 664 0385 {from within the UK, calls cost 10p per
minute including VAT plus network extras) between 8 00am and

5 30pm, UK time

Communications with shareholders are mailed to the address held
on the share register in the event of a change of address or other
amendment, shareholders should notify Capita Asset Services,
under the signature of the registered holder, or where there 1s more
than one registered holder, under the signature of the first named
holder

Post and telephone contact details for Capita Asset Services are
shown on the opposite page Capita Asset Services also provide
an online facility to enable shareholders to manage securely their
shareholdings via the internet By registering to use the facility,
shareholders can access a range of online services, including
viewing shareholding details, transaction and dividend histones,
change of address and bank mandate and use of the online proxy
voting service

The online facility 1s available at www capitashareportal com

{apita Asset Services aiso offer a share dealing service and dividend
reinvestment plan for existing shareholders The share dealing
service 15 available online at www capitadeal com or by telephone
on 0871 664 0384 (calls cost 10p per minute including VAT plus
network extras, with Iines open Monday to Friday 8 00am to

4 30pm)

The dividend reinvestment plan provides a convenient way for
shareholders to buld up their shareholdings by using cash dividends
10 buy more shares in the company You can elect for the dividend
remvestment pian online at www capitashareportal com, where
you can view the terms of service, or you can request an application
form by telephone on 0871 664 0381 (calls cost 10p per minute
including VAT, pfus network extras) or +44 20 8639 3402 if calling
from overseas In each case, lines are open from Monday to Fnday
9 00amto 5 30pm Alternatively, an application form canbe
requested by emad from shares@capita com
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Caledonia Investments ISA

The Caledonia Investments Individual Savings Account {'ISA") 15 3
tax efficient savings account that allows participants to invest up to
an annual amount of £15,240, for the tax year ending 5 April 2016
Lurmp sum payments or regular monthly deposits can be madeinto
the ISA Details of the ISA are avarlable on Caledoma’s website or
by request from the company

Caledonia Investments Share Savings Scheme

The Caledoria Investments Share Savings Scheme (s a plan that ams
to provide a simple and flexible way for investors to purchase shares
n Caledonia Lump sum payments or regular monthty deposits can
be made into the Share Savings Scheme Details of the Share Savings
Scheme are avatlable on Caledonia’s wehsite or by request from the
company

PEPs and ISAs
Caledoma’s shares can be treated as qualifying investmenis for the
purposes of the PEP and I1SA rules

Share prices

The company’s ordinary shares are premium histed on the London
Stock Exchange under the SEDOL code of 0163992 or TIDM code
of CLDN Prices are published daily in the Financial Times under the
‘Investment Companies’ heading and in other leading newspapers
and can also be viewed on the company’s website at

www caledonia com

The 1SIN code for Caledoria’s ordinary shares 1s GBO001639320

Monthly net asset value

The company releases a net asset value announcement and
publishes a fact sheet shortly after each month end These can
be found on the company’s website at www caledonia com
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