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About Your Company

Company Objective

The Company aims to provide shareholders with a high
level of income, together with growth of both income and
capttal from a portfolio substantially invested in UK
equities

Assets

Portfolio Assets

Shires Income had total investments of £710 million as at
31 March 2012 These investments were invested by the
Manager, Aberdeen Asset Managers Limited ("Aberdeen”),
in what 1t believes is the appropriate way of achieving the
Company's objectives Of the total investments, £50 1
million was invested in ordinary shares, £1 3 mithien in
convertible securities and £19 6 milhion in preference
shares The Company’s investments will therefcre tend to
perform well when ordinary shares rise, particularly when
higher yielding ordinary shares do better than lower or mil
paying ordinary shares, and vice versa Convertibles will
tend to nise or fall with equities but to a lesser degree
Preference shares will tend to be mare sensitive to interest
rate movements, rising in value as rates fall or falling in
value as rates nse

Aberdeen Smaller Companies High Income Trust PLC
Rather than the Company holding a number of smaller
companes shares, Shires Income nvests indirectly in this
part of the equity market through one holding in Aberdeen
Smialler Companies High Incorne Trust which is also
managed by Aberdeen (t has an attractive dividend yield

Earmnings and Dividends
The Company aims to provide a high level of income
tegether with growth of both income and capitat

Cividends from ordinary shares, convertibles and
preference shares are not the only way that the Company
generates income 1t15 also achieved by writing call and
put options on shares owned, or shares the Manager would
like to own By doing se, the Company generates premium
Income

The Directors and Manager put a great deal of emphasis
on being able to provide shareholders with a high level of
dividend This 1s, however, put at risk if the dividends paid
by UK companies are in general decline There 1s a sizeable
revenue reserve, equivalent to 13 7p per share (after
providing for the dividends relating to the current year),
which could be drawn on if required

Gearing

In the long-term, to help income generation and capitat
growth, the Company has barrowed to invest in the assets
described above This is undertaken i the belief that the
assets will produce a greater total return than the cost of
the borrowing over ime However, If asset values decline,
that decline 1s exacerbated by gearing Duning the year
under review, the Company's borrowing was exclusively
bank borrowing

Shires Income PLC 1




Financial Highlights

2012 2011

Net asset value total return +4.2% +12.7%
Share price total return +9.3% +10.1%
Benchmark total return +1.4% +8.7%
Dividend per share 12.0p 12.0p
Dividend yield +6.2% +6.3%
Total return assumes the re-investment of net dividends paid during the year

Net asset value per Ordinary

share* Share price per Ordinary share Dividends per Ordinary share

At 31 March - pence At 31 March - pence Year ending 31 March — pence

*Both current and prior year figures are for the Company only following the dissolution of the subsidiaries in May 2011

Financial Calendar

19 July 2012 Annual General Meeting in London (12 nooen)

31 July 2012 Ordinary shares final dvidend 2011/2012 payable

28 September 2012 3 5% Preference shares half year dvidend payable

31 October 2012 Ordinary shares first intenm dividend 2012/2013 payable

November 2012 Half Yearly Financiat Report announced and Half Yearly Report published
31 January 2013 Ordinary shares second interim dividend 2012/2013 payable

30 Apnil 2013 Qrdinary shares third ntenm dividend 2012/2013 payable
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Corporate Summary

Objective

To provide for shareholders a high leve! of income, together
with growth of both income and capital from a portfolio
substantially invested in UK equities

Investment Policy

The Company nvests principally in ordinary shares of UK
quoted companies, and in convertible and preference shares
with above average yields The Manager selects stocks via a
bottom-up investment process based on a disciplined
evaluation of companies through direct wisits by the
Manager

Geanng 15 used with the intention of enhancing long-term
returns

Benchmark
FTSE Ali-Share Index (Total Return)

Capital Structure and Voting Rights

Number of Ordinary shares of 50p each 29,697,580
IN 1ssue
3 5% Cumulative Preference shares of 50,000
£1 each

Each of the Ordinary shares and the Cumulative Preference
shares has equal voting nghts

Dividends

Dmidends on the Ordinary shares are payable quarterly at
the end of January, Apnt, July and Cctober

Continuation Vote

The Company’s Articles of Association do not require
shareholders to vote pertodically on whether or not to carry
on as an investment trust Consequently, the Company has
no termination date

Management Company and Fee

Aberdeen Asset Managers Limited (“Aberdeen”} acts as
Manager to the Company under a management contract
which 1s terminable by six months’ notice on either side The
fee 150 45% for funds up to £100 mullion and 0 40% for
funds over £100 mallion

SIPPs and {SAs

The Company’s Ordinary shares are available for investment
n SIPPs and [SAs

AIC

The Company 1s a member of the Association of Investrment
Companies {AIC)

Share Price and Net Asset Value Information

The share price of the Ordinary shares, which are listed on
the main market of the London Steck Exchange, 1s quoted in
the Financial Times, The Daily Telegraph and The Herald The
Company’s Net Asset Value 15 calculated daily and
announced to the London Stock Exchange

Share Register Enquiries

The Company’s Registrars, Equmitr Limited, maintains the
share register In the event of queries regarding your shares,
please contact the Registrars on 0871 384 2508 Changes of
name or address must be notified in wniting to Equinity
Limited, Aspect House, Spencer Road, Lancing, West Sussex,
BN99 6ZR

Shareview Website

The Registrars provide an on-line service that enables
shareholders to access details of their shareholdings A
shareholder wishing to view the mmformation, together with
additional wnformation such as indicative share prices and
details of recent dividends, should visit www shareview co uk

Shares Held in Nominee Names

Where notification has been recerved in advance, the
Company will provide nominee companies with copies of
shareholder communications for distribution to their
customers Shareholders who hold their shares in nominee
names may, f appointed as a proxy by the nominee
company, attend and speak at general meetings

Company Secretary

Aberdeen Asset Managernent PLC, 40 Princes Street,
Edinburgh, EH2 2BY

Websites

www shiresincome co uk
www aberdeen-asset com
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Chairman’s Statement

Anthony B Davidson
Charrman

Results Review

After enjoying two positive years of market gains, itis
perhaps not surprising that we saw a small decline in the UK
equity market in the period under review, although If one
takes account of dividends that have been received total
returns have been positive Companies have in general
performed quite satisfactonly due in part to the tough
actions that many management teams have taken in
preceding years and also as a result of a modest
improvernent in the business environment

However, while corporate performance has been broadly
robust, the moevements 1n share prices over the course of the
year at the individual company {evel have often been rather
dramatic Political and macroeconomic concerns particularty
in Europe have been the key factors behind the instability at
the mdex level This has resulted in traders switching back
and forth from seeking additional nisk to becoming very
cautious and returning once again to lower risk assets

The outcome for the year to the end of March 2012 was an
increase i the Company's net asset value per share of 4 2%
on a total return basis This compares to a rise in the FTSE
All-Share Index, our benchmark, of 1 4% on a total return
basis The total return from the share price was 9 3%

The decline in the Company’s net assets does not reflect the
robust performance of many of the companies within the
portfolio which broadly continue to prosper Bustness leaders
are beginning ta indicate increased confidence 1n the future if
dividend increases and capital investment programs are any
guide

tn line with the Board's guidance given last year, your
Company 15 proposing a full year dividend of 12 Op per share
This 15 100% covered by the revenue generated by the
portfolio If approved at the AGM, a final dividend of 3 Op per
share will be paid on 31 July 2012 to shareholders on the
register on 6 July 2012

Performance

There have been a number of areas that have driven thss
year’s outperformance Our underweight position in the
Banking sector was impartant to last year’s performance and
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this has again been the case The Company has no equity
exposure to UK or European orientated banks Additionally,
the Aerospace and Defence sectors and the Food Producers
have aided performance Other areas deserving of comment
have been the Oil and Gas Producers and the continuing
overwerght to Tobacco which has been a substantial benefit

During the year, the Company's shares have traded at a tight
discount or a small premium to their net asset value This
reflects the on-going performance and recognition of the
attraction of the Company’s yreld

Earnings and Dividends

From an earnings perspective, this year there was nothing as
significant at the portfolio level as when the BP dividend was
cut to zero following the Macondo oil spill in the Gulf of
Mexico In fact BP has now resumed payments, although at a
reduced level, and 1s gradually settling its outstanding legal
issues although final settlement may take years However, as
discussed above, many of the companies within the portfolio
have reported another good year of earnings progression and
this has resulted in some reasonable growth in equity
dvidends

The scale of the austerity and debt problems in the mature
economies means the economic environment 1s likely to
remain challenging for some time to come Deleveraging by
governments and consumers In economies which are
growing very slowly wilt take some considerable penod of
time

Helpfully, the Company benefits from a respectable dividend
reserve which was utiltsed last year in order to maintain a
slightly uncovered dividend However, following the progress
the Company’s investments have made over the last year
with several compantes reporting more than 10% dividend
growth we are pleased to report that this year's payment is
fully covered by earnings

Portfolio Profile and Gearing

The Company’s gearing decreased slightly duning the year
from 26 5% to0 23 9% The Board continually monitors the
level of gearing in the Company Although the absolute level
of gearing looks high, we remind shareholders that it 1s
deployed notionally in fixed interest securittes which bong an
element of diversification to the Company's total revenue
stream The Board and the Manager regularly review the
opportunities avallable to protect an element of the portfolio
in the event of a precipitous fall n markets However, given
the cost of such nsurance we have not regarded this as a
cost effective proposition this year




Outlook

In my outlook statement last year | mentioned the dangers
of nsing US government debt tevels Sadly the authonties
have decided again to defer taking the necessary decisions
with regards to spending and taxation to correct this
dangerous situation and are instead focused on the elections
later this year Fortunately for whoever wins, it appears that
the US 1s experniencing a steady If slow recovery and many
developing markets continue to grow robustly Eventually
though the issue of US indebtedness wall have to be
addressed and the American public will have to recagnise
that they too will need to endure some form of austenity

Another potential threat to the recovery in real incomes
remnains a sharp increase 1n oll prices, and therefore tensions
in the Middle East are a nsk to the general global recovery
However, we are still some way below the $150 price which
many commentators believe must be sustained before any
major impact 1s felt on economic growth Meanwhile, the
rejuvenation of American oil production through increasing
shale oif and gas production may well over time alter global
energy markets, lessen US imports of ol and sigrificantly
improve the balance of payments

While the potential for sovereign defaults remains wathin the

Eurozane, the actions of the European Central Bank,
particularly in the area of banking hiquidity, and the Long
Term Refinancing Operation, have been extremely robust

Nonetheless, politictans within the European Union will need

to maintain strict austerity measures despite rising political
resistance If they are to avoid the debt markets taking fright
and making funding extremely expensive

it remains to be seen what impact the recent changes in
political leadership in France, Spain, Htaly and Greece have
directly on European economic and monetary policy and
indirectly on the UK | suspect the UK government may need

to adopt a slightly more flexible economic stance in the wake

of the threat of increasing unemployment and apparent loss
of public support for austenty measures on their own
without an agenda for growth

More encouragingly, at the corporate level, balance sheets
which were already in good shape continue to strengthen
This 1s important as 1t helps secure dwidend pay-outs and
provides management with the ability to carry out mergers
and acquisitions at a time when company valuations are
attractive both on a relative and absolute basis Additionally,

rather than growing through acquisitions they can choose to

invest organically

Given the macroeconomuic uncertainties discussed above the
immediate outlock for equities is uncertain However, the
portfolio’s investments are positioned to give exposure to
some reasonable growth opportunities available in both

developed and emerging markets across a broad array of
attractive industrnies A high level of income, together with
the potentiat of both iIncome and capital growth remain the
core to the management philosophy for the Company's
portfolic The investment strategy will continue to focus on
holding hugh quality, UK listed companies that offer solid
growth prospects over the medium term

Anthony B Davidson
Chairman
6 June 2012
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Manager’s Review

Portfolio Strategy

Markets have declined over the year, although If one takes
account of the dividends that have been receved returns
have been positive There has been no matenial change to our
strategy regarding the construction of the portfolic We have
continued to invest in companies that we believe have sound
business models and appropriate financial structures Our
thess 1s that over the medium term these compantes will
deliver an attractive mix of income and capital growth
Gearing has declined slightly to 239% This dees not reflect
a tactical decision to de¢rease our exposure to the markets
Rather, 1t has been a function of the movements in the asset
base The gearing remains invested notionally in a selection
of UK preference shares which prowvide a core level of high
Inceme

The Company's assets are invested in equities, preference
shares and convertible shares At the year end, 67% of the
assets were invested In equities, 26% n preference shares
and the remamnder in convertible shares and cash

Revenue Account

The following table details the main sources of the
Company’s income over the last five years

2012 2011 2010 2009 2008
9% % % % %

QOrdinary 485 441 416 415 475
dividends
Preference 396 444 447 281 290
dividends
Aberdeen 55 69 74 87 74
Smaller
Companies
Fixed interest 03 06 13 29 11
and bank
interest
Dealing 00 00 00 (05) (70)
substdiary
Traded option 61 40 50 183 220
premiums

1000 1000 100.0 1000 1000
Totalincome 4,352 4,153 4,201 6,929 8,117
{£'000s)

In the year ended 31 March 2012 there was a further
improvement in the revenue generated by the equity
portiolio Consequently, equities accounted for 54% of the
total Preference shares remain an important contnbutor and
this year they delivered just less than 40% of the Company’s
income The contnibution from traded options was greater
than in 2011 This was a result of the hugher than normal
levels of volatility which typically allowed us to generate a
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slightly higher level of revenue from the options that we sold
The dealing subsidiaries were formally dissolved in May 2011
Consequently, there will be no further activity from this part
of the Company

Equities

Thus has been a rather unusual year for equities Movements
in share prices have often been dramatic But rather than
being driven by the fundarnental performance of the
companes themselves they have often been influenced by
political and macroeconomic concerns At times 1t has felt as
though investors were behaving in an almost schizophrenic
manner as they flipped between seeking rnisk and then being
highly averse to 1t

Looking at the small moves in the indices over the course of
the year 1t would be easy to cenclude that not much had
happened However, this conceals some penods of dramatic
volatility The FTSE 100 peaked during April, reaching a level
of 6082 With the exception of February 2011 the market
had not reached that level since the first half of 2008 July
witnessed the start of a precipitous decline that saw the
index breach the 5000 level, falling to 4944, a decline of
more than 18% During the late summer and autumn there
were frequent moves of more than 1% in a day October was
a quite remarkable period Equities delivered an 8% return
but they started the month in decline Therefore, over the
course of the month there was a 15% swing between the
peak and the trough Such a move was repeated between
early Novernber and Decernber when the FTSE 100 fell from
5567 to 5127 before recovening all its losses In such an
environment good quality companies were regularly
impacted every bit as much as lower quality ones We were
able to take advantage of these conditions to continue to
improve the quality of the portfolio and to introduce new
companies when the opportunity arose Clearly, these were
not normal market conditions and there were two aspects of
a normal market that were noticeable by their absence 1PO
and merger and acquisition activity were almost non-
existent over the year

As we entered the Company’s financial year investors
continued to focus on the European Sovereign debt crisis and
the anaemic recovery affecting much of the developed wortd
We started with some brighter news as the UK economy
grew by more than expected in the first quarter, although 1t
needed to be recognised that it had not actually grown at all
over a six month period In the European Union the Central
Bank raised interest rates by 025% to 125% This was
surprising given the pressure that it put on already struggling
peripheral nations Volatility was not confined to equity
markets By May there were signs of stowing Chinese
demand This resulted in ssgnificant declines in commodity
prices, best exemplified by the 7% fall in the il price in the
UK inflatron remained stubbornly high at 4 5% The Governor




of the Bank of England was maintaining his hypothesis that
this would be transient Other members of the Monetary
Policy Committee were demonstrating Just how concerned
they were about the weakness of the recavery in the UK with
their suggestion that there may need to be further economic
stimulus July witnessed a pronounced change in sentiment
Investors had two primary concerns There was a rising
danger that Greece would default and across the region
yields began to rise especially for Spain and taly it was all
the more remarkable then that the ECB increased interest
rates by a further 0 25% Simultanecusly, the US was
undergoing 1ts own debt crisis but this was not related to
liquidity or solvency per se Rather, it was the inability of the
politicians to reach agreement as to the pathway for future
debt reduction  Although agreement was eventually
reached, 1t was insufficient to prevent Standard & Poor’s
from downgrading the country’s credit rating

At the company level, cost inflation remained the most
pressing issue and there was increasing clarty as to which
businesses truly possessed pricing power Many industnial
companies, especially those with hugh levels of overseas
earnings, were reporting very solid results often accompanied
by record margins However, they were also beginning to
experence slowing sales growth This slowing was very
evident in the US where second quarter GDP was revised
down to a disappointing 1% and the Federal Open Market
Commuttee indicated that interest rates would be kept at
near zero levels until the middle of 2013

In Europe the ECB was forced to intervene after the yrelds on
Sparish and Italian debt rose to levels not seen since the
establishment of monetary union

As autumn started the situation was detenorating on both
stdes of the Atlantic The Federal Open Market Committee
said that it saw "significant downside nisks to the economic
outlook” and extended the current stimulus package via
Operatron Twist In the UK the Monetary Policy Committee
suggested that further ecenomic stimulus may be required
and in Europe the ECB altered its focus from inflation to the
danger that there would be further detertoration in the
region’s economy

October brought some good news First, there were signs
that the US was improving, most notably in terrms of job
creation In Europe 1t was announced that there would be a
three pronged approach to the debt crisis There would be a
re-capitalisation of the banking system This was to be
accompanied by a signtficant increase in the firepower of the
European Financiat Stability Fund {"EFSF”) Of equal
importance, private holders of Greek debt would be forced to
endure a 50% loss on their investments

The market welcomed this plan but the rally was short lived ‘
as the Greek Prime Minister announced there would be a ‘
referendum on the associated additional austenty measures

It also became very clear that there was no appetite from

either private or sovereign saurces to provide the additional

funding required to enlarge the EFSF

There was some good news though both Greece and italy
changed their Prime Ministers The world's major central
banks took co-ordinated action to ease the dollar funding
requirements of European banks The ECB engaged in a volte
face and reduced interest rates and the Chinese autharities
reduced their reserve ratio for the first time in three years
indicating that they recognised the risks to growth that were
being faced by their economy

2011 ended quietly, though the ECB did reduce interest rates
by a further 0 25% and more importantly announced the
implementation of the Long Term Refirancing Operation
Markets were barely moved

2012 brought an abrupt change to investor perception and
appetite for risk The problems in Europe remained
unresolved but the focus was much more on the positives
Policy makers in the US were naw talking about holding
Interest rates at extremely iow levels until 2014 There were
signs that the European Central Bank's Long Term
Refinancing Operation (*LTRO") was working as desired
€489Bn was deployed and bath Spain and Italy were able to
issue new bonds Investors had accepted that Greece would
default Meanwhile the news that Standard & Poor’s had
downgraded the credit ratings of nine members of the
European Union, including France and Austna, was greeted
wath little more than a collective shrug of the shoulders

February witnessed two more bouts of economic stimulus
The ECB engaged in the second wave of the LTRO and
experienced a take up of €5298n Meanwhile in the UK the
MPC released a further £50Bn of quantitative easing It was
illustrative of the mood of investors that many had
constructed arguments as to why both a large and a small
take up in the LTRO would be good for equities The largest
positive though was the on-going recovery in the US where
imitial jobless clarms fell to a four year low and Q4 GDP was
revised upwards to a very solid 3%

As we entered reporting season many companies were
producing results that were in line with expectations The
exceptions being those that are exposed to the UK consumer,
who were 1 aggregate having a tornd time However,
management teams were, unsurprisingly, very cautious about
the outlook for the remainder of the year Some, especially
those exposed to certain capital goods, sermi-conductors and
the US natural gas markets cautioned that they were
beginning to experience a slowdown
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Manager’s Review continued

The financial year ended with more of the same The US
continued Its recovery, It was confirmed that the EU had
contracted over the final quarter of 2011 and that recession
now looked more likely than not The UK budget was
something of a non-event for the markets Perhaps the most
concerning data was that although still high in absolute
terms, growth in China 1s moderating This may be no bad
thing, however news that officials had revised their growth
target to 7 5%, the first reduction since 2005 was taken
negatively by investors This was evident in the share price
reactions of many compantes that have significant Chinese
exposure and n particular the miners

Shires Income’s portfolio 1s constructed on a company by
company basis rather than by reference to the benchmark

in the UK, however, the index 15 derminated by a handful of
sectors and very large companses This can have the effect of
creating significant divergences between the Company's
portfolio and the benchmark

Mary of the themes that we have commented on in previous
years have remained features of the portfolio during this
financial year We continue to be underweight in respect of
the oil and gas majors We regard the likes of Shell and BP as
attractive investments However, we believe that a sensibly
constructed portfolio will have imited exposure to any given
company and therefore we will naturally be underweight the
very large positions in the index Our belief 1s that the ol
service companies have more attractive long term prospects
They bear less geopolitical risk, are able to grow therr
earmungs mare rapidly, are not constrained by the constant
need to replace their reserves and are less exposed to the
vagaries of the oil price This year we have exited our holding
in Rio Tinto and built up our holding in BHP Biliton We
regard BHP Billiton as being the most diversified of the
miners with the best quality asset base Mining compantes
are difficult to value, a classic case of a low price earnings
multiple not necessanly sigmifying that a company is cheap
A number of companies in the mining sector do not satisfy
our quality criteria This might be due to geopotitical nsk, a
lack of asset diversification or inadequate corporate
governance Consequently we are less exposed to this sector
than the benchmark Two industries where we are
overweight relative to the benchmark are Aerospace and
Defence and Food Producers In the Aerospace and Defence
markets we have investments n Rells Royce and Cobham
Both companies benefit from long product life cycles, sizable
aftermarket sales, structural growth and hugh barrers to
entry Among the Food Producers we hold Unilever and
Associated British Foods These businesses experience
defensive demand profiles allied with some pricing power
and exposure to emerging market growth opportunities

At the industry level 1t appears as though we are heavily
skewed towards the financial sector However, a number of
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factors need to be considered Firstly this s a broad and
diverse sector encompassing companies that range from the
domestic banks through the insurers to the likes of the
Aberdeen Smaller Companies High Income Trust ("Aberdeen
Smaller Companies”) We are underweight the domestic
banks, as we do not believe that it 1s possible to appraise
their future prospects whilst they remain under effective
government ownership Our banking exposure 1s primarily via
HSBC and Standard Chartered both of which have significant
overseas earnings streams We also own the Santander

10 375% preference share  Thus was originally 1ssued by
Abbey National and forms part of the Santander UK capital
structure In the Life and General insurance sector our
holdings include Prudential and Chesnara The former
delivers substantial Asian exposure and the latter 1s primarily
a closed book of UK business that 1s being run off with the
aim of producing an attractive dvidend stream  Lastly many
of the preference share holdings are also classified in the
financial sector However, as fixed interest instruments we
would expect the preference shares to show a reduced level
of correlation with equities durning times of market volatility
Therefore we believe that we have broadly diversified
exposure to the financial ;industries

One of the most pleasing themes of the year has been the
growth in dvidends The portfolio has benefited from holding
13 comparnes who have grown their divadends by more than
10%, three comparies who have returned to the dividend
paying list and just one that has cut 1ts distnbution  Some
companies that stand out include Amec who increased their
pay-out by 55%, BHP by 20%, Weir and Whitbread by 27%
each and Morrison who grew their dividend by 38%, though
there was an element of rebalancing in this Gne feature that
stands out 1s that many of these companies pay below
market yields This 1s important because we are sometimes
asked why we own businesses that pay low yields It is often
assumed 1t 15 because these are the businesses that we
expect to delver the most caprtal appreciation This is true in
part, but every bit as important 1s the fact that it will be
these companies who ultimately deliver to us the ability to
increase the dividend on your shareholding

We have retained our holding in Aberdeen Smaller
Companies Whilst we are comfortable making direct
investments in smalter companies, we believe that Aberdeen
Smaller Companies brings the benefits of diversification at an
attractive valuation given the discount that it trades on This
15 allied with a very attractive yield that is notable in the
context of the market in which it operates

Investment Performance Analysis

in the year to the end of March 2012, the total return on net
assets was 4 2% compared to our benchmark, the FTSE All-
Share Index, which returned 14% The outperformance
versus the benchmark was driven by a number of factors



Our underweight position refative to the domestic banks has
again been )important In particular the Company has
benefitted from not investing in Lloyds Bank Aerospace and
Defence has been a positive contributor We are overweight
the sector and this has helped but so has our holding in Rolls
Royce which has been a very strong performer over the year
We have remained cautious with respect to the valuations of
the muners, maintaining an underweight position This has
served us well and performance has been aided by not
owning either Anglo American or Xstrata We continue to
regard the defensive nature of Foaed Producers and Tobacco
campanies as attractive and this year the holdings in
Associated British Foods and Brnitish American Tobacco have
contributed substantially to the outperformance It 1s also
worth noting the contribution from Provident Financiat  The
company's share price has nisen strongly over the year as
investors have recognised the solidity of the business model
combined with a very attractive yield Of course not every
investment has evolved as we oniginally expected
Mothercare has been a disappointment for us  Although the
International division has continued to perform strongly the
deterioration in the UK division has been maore severe than
we forecast and this has been reflected in a poor share price
performance Having re-appraised our view we concluded
that it was no longer an appropriate investment far the
Company and we have exited the holding

Prospects

The immediate outlook for equities remains as difficult to
determine as it has been since the financial cnsis began
Although the near €1 trillion that the European Central Bank
has deployed though its LTRO facility has eased funding
pressures 1t has not provided a resolution The economies of
Spain and ltaly are vast in comparison to Greece and whilst
each country faces different challenges there is still the
potential that either country could need a baill out How this
would be funded s far from clear

Meanwhile there 15 a nsing resistance to austerity measures
across the European Urion A recession looks very probable
this year and further austenity measures witl ikely be
necessary But voters are clearly unhappy already, therefore
there 15 a danger that politicians will fall to take the
necessary steps Investors need to be confident that troubled
nations will achieve therr debt reduction targets If there is to
be any prospect of more normal debt markets The Likelihood
of recession also illustrates another aspect of the economic
conundrum, namely that austerity may prevent countries
from growing their way out of their indebtedness

Even with more serious problems averted, it seems that no-
one has yet considered how we will begin to unwind the
extraordinary measures that are currently being used to
stimulate the global economy

There are though some brighter prospects The US 15 showing
signs of ongong recovery and many developing markets are
growing rapidly At the company level there s also some
good news Many are benefitting from the growth that 15
occurring outwith the EU Also, in aggregate, corporate
balance sheets are in a good state of repair This 1s important
for two reasons First, it gives us some confidence that they
will be able to weather the tribulations that will arise as a
result of Europe’s sovereign debt problems Secondly, it gives
them options Whilst management teams can be expected to
remain cautious they are operating with balance sheets that
provide the potential for future dividend growth They also
have the capacity to engage in merger and acquisition
activity at a time when many companies are trading at what
can be regarded as attractive valuations Alternatively, they
have the scope now to invest in organic growth

opportunities Whilst 1t may take time for the benefits to
flow through, such investment should position them well for
the future

Valuations are attractive relative to both history and other
asset classes Whilst 1t 1s unwise to rely an any one single
measure, some metrics would seem to be quite stretched in
favour of equities A good example would be the difference
between the yield available on equities and that on
government bonds Equities now yreld more than gilts
Historically, this has represented a good opportunity for the
long term equity investor

Faced with the above, we expect volatility to remain a
feature of equity markets over the coming year However, we
believe that we have an approprately diversified portfolio
that has exposure to sorme of the growth opportunitres
presented by the emerging markets This 1s allied with sound
business models that are coupled to balance sheets that give
us comfort in their ability to deliver over the medium term

Aberdeen Asset Managers Limited
6 June 2012
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Results

Financial Summary

31 March 2012 31 March 2011 % change
Total investments £70,950,000 £74,317,000 -45
Shareholders’ funds £57,285,000 £58,639,000 -23
Market capitalisation £57,762,000 £56,425,000 +2 4
Net asset value per share 192 89p 197 45p -23
Share price {mid market) 194 50p 190 00p +24
Premium/{discount) to adjusted NAV* 41% (08%)
Gearing 239% 26 5%
Total expense ratio 11% 1 1%
Dividends and earnings
Revenue return per share® 1217p 1109 +98
Dividends per share® 12 00p 12 00p -
Dividend cover 101 092
Revenue reserves’ £5,850,000 £5,793,000

Both current and prior year figures are for the Company only following the dissclution of the subsidiaries in May 2011

* Based on IFRS NAV above reduced by dnidend adjustment of 6 Op (2011 - 6 0p)
® Measures the revenue earnings for the year divided by the weighted average number of Ordinary shares in issue (see Statement of Comprehensive Income)
¢ The figures for dnadends per share reflect the years in which they were earned (see note B on page 38)
® The revenue reserve figure does not take account of the third or final intenm dividend amounting 1o £1,781,855 (2011 - £1,781,855)

Performance (total return)

1 year 3 year 5 year
% return % return % return
Net asset value (Company only) +42 +107 8 -137
Share price (based on mid price) +93 +1298 ~-41
FTSE All-Share index +14 +679 +95
All figures are for total return and assume re-investment of net dwdends excluding transactron costs
Dividends
Rate per share xd date Record date Payment date
First interim diwidend 300p 5 October 2011 7 October 2011 31 Qctober 2011
Second intenm dividend 300p 4 January 2012 6 January 2012 31 January 2012
Third intenm dividend 300p 4 Apnl 2012 10 Apnl 2012 30 Apnl 2012
Proposed final dmvidend 300p 4 July 2012 6 July 2012 31 July 2012
2011/12 12 00p
First interim dividend 300p 6 October 2010 8 October 2010 29 October 2010
Second mtenm dividend 300p S January 2011 7 January 2011 31 January 2011
Third intenim dividend 300p 6 Apnl 2011 8 April 2011 28 Apnl 2011
Final dividend 300p 6 July 2011 8 July 20Mm 29 July 2011
2010/11 12 00p

10 Shires Income PLC




Performance

Ordinary Share Price Premium/{Discount) to NAV
Five years to 31 March 2012

Total Return of NAV and Ordinary Share Price vs FTSE All-Share Index
Figures are total return and have been rebased to 100 at 31 March 2007

Net Dividend Yield
Five years to 31 March 2012
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Performance continued

Ten Year Financial Record

Year to 31 March 2003 2004* 2005 2006 2007 2008 2009 2010 2011 2012
Revenue available for ordinary 5,853 5,770 5,770 5,792 5,087 6,026 5,536 3,512 3,292 3,615
dvidends (£'000)
Per share (p)
Net revenue return 196 176 197 189 193 222 188 118 111 122
Net dividends paid/proposed 1925 1925 1925 1925 1925 1975 1975 1200 1200 12 00
Total return (1751) 742 528 742 259 (634) (1129) 853 226 74
Net asset value 1736 2286 2722 3271 3340 2511 1185 1868 1975 1929
Shareholders’ funds (£m) 512 678 808 971 991 746 352 555 586 573
Both current and prior year figures are for the Company onty following the dissolution of the subsidianes in May 2011
* 2004 figures restated following the introduction of International Reparting Standards ("IFRS') Figures for 2003 and earlier have not been restated

Cumulative Performance

Rebased to 100 at 31 March 2002
As at 31 March 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
NAV 1000 471 626 716 862 882 650 312 450 518 506
NAV totat return® 1000 506 737 914 1178 1282 1020 532 943 106 2 1106
Share price performance 1000 426 674 800 943 935 662 328 553 571 585
Share price total return® 1000 457 800 1034 1305 1376 1040 575 w097 1208 1320
Benchmark performance 1000 679 859 961 1192 128 4 1145 776 1138 1200 1174
Benchmark total return® 1000 702 919 1062 1360 1512 1395 986 1501 1632 1655

NAV figures are based on Company only values following the dissolution of the subsidianes in May 2011

* 2004 figures rastated following the introduction f International Reporting Standards (‘IFRS’) Figures for 2003 and earlier have not been restated

¥ Total return figures are basad on remnvestment of net Income
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Investment Portfolio — Ordinary shares

As at 31 March 2012

Valuation Total Valuation
2012 portfolio 2011
Company £'000 % £'000°
Aberdeen Smaller Compamnies High Income Trust 4,640 65 5,340
British American Tobacco 3,403 48 3,152
Royal Dutch Shell* 3,049 43 2,970
Vodafone 2,624 37 2,690
Centrica 2,434 34 2,375
GlaxoSmithKline 2,318 33 1,974
BP 1,984 28 1,948
National Gnd 1,955 28 1,841
HSBC Holdings 1,809 26 1,795
AstraZeneca 1,767 25 1,821
Ten largest investments 25,983 367
Unilever 1,756 25 1,503
Prudential 1,697 24 1,448
Tesco 1,673 24 1,372
BHP Billiton 1,555 22 1,351
Provident Finanaal 1,364 19 1,498
Close Brothers 1,335 19 1,436
Rolls Royce 1,299 18 1,232
Morrison (Wm ) 1,275 18 889
Aviva 1,220 17 1,593
Chesnara 1,219 17 1,604
Twenty largest investments 40,376 570
Land Securities 1,085 15 1,101
Cobham 932 13 937
AMEC 886 12 954
Schroders 885 12 902
Whitbread 861 12 1,034
Standard Chartered 844 12 746
Associated British Foods 817 12 823
Pearson 792 11 748
GKN 736 10 717
Weir Group 653 09 734
Thirty largest investments 48,867 688
Experian 634 09 -
Compass 577 08 -
Total Ordinary shares 50,078 705
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Investment Portfolio — Other Investments

As at 31 March 2012

Valuation Total Valuation
2012 portfolio 20Mm

Company £'000 % £'000°
Convertibles
Premier Farnell 85 2p Cum Conv 689 10 687
Balfour Beatty Cum Conv 1075% 618 09 642
Total Convertibles 1,307 19
Preference shares
Ecclesiastical Insurance Office 8 5/8% 4,791 68 4,664
Royal & Sun Alliance 7 3/8% 4,437 63 4,318
General Accident 7 875% 3,504 49 3,477
Standard Chartered 8 25% 3,145 44 3,156
Santander 10375% 2,632 37 2,884
REA Holdings 9% 1,056 18 1,112
Total Preference shares 19,565 276
Total other investments 20,872 295
Total investments 70,950 1000

* Holding comprises ‘A" and ‘B" class shares valued at £1,083,000 (2011 - ntl) and £1,966,000 (2011 = £2,970,000) respectively
! Purchases and/or sales effected duning the year will result in 2011 and 2012 values not being directly comparable
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Distribution of Assets and Liabilities

As at 31 March 2012

Movement during the year

Valuation at Gains/ valuation at

31 March 2011 Purchases Sales Other  (losses) 31 March 2012
£'000 % £'000 £'000 £000 £000 £'000 %

Listed investments
Ordinary shares 51,693 881 4,559 (5,416} - (758) 50,078 87 4
Convertibles 1,329 23 - - 185 (207) 1,307 23
Preference shares 21,295 363 - (1,320} (86) (324 19,565 342
Total iInvestments 74,317 1267 4,559 {6,736) 99 (1,289) 70,950 1239
Current assets 3,120 53 4,534 79

Current babilities

(18,798)  (320)

(18,199)  (318)

Net assets

58,633 1000

57,285 100 C

Net asset value per
Ordinary share

197 5p

192.9p

Both current and prior year figures are for the Company only foliowsng the dissolution of the subsidiaries in May 2011
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Analysis of Listed Equity Portfolio

Shires Income PLC relative to the FTSE All-Share Index

Note Financials include the Company’s investment in Aberdeen Smaller Companies High Income Trust

¥6 Shires income PLC




Your Board of Directors

The Directors, all of whom are non-executive and independent of the Manager, supervise the management of Shires Income
PLC and represent the interests of shareholders

Anthony B. Davidson C.A.

Status Independent Non-Executive
Director - Chairman

Length of Service: 5 years, Joined the
Board in February 2007

Experience- Currently a non-executive
Director of Sun Life Assurance
Company of Canada (UK} Limited and a
number of Life companies within the
Phoenix Group He was previously Chief
Executive of Provincial Insurance plc
and a Semior Executive Director of TSB
Scotland plc

Last re-elected to the Board 9 July
2010

Committee membership Audit
Committee, Nomination Committee
(Charrman), Management Engagement
Commuttee (Chairman)
Remuneration for the finanaal year
£25,000 per annum

All other public company
directorships Non-executive director
of |PMorgan European Smaller
Companies Trust plc

Employment by the Manager None
Other connections with Company or
Manager None

Shared Directorships with any other
Company Directors None
Shareholding in Company 10,000
Ordinary shares

Mervyn D. Couve

Status Independent Non-Executive
Director

Length of Service 8 years, joined the
Board in October 2003

Experience Until recently, a
Consultant with Speechly Bircham
Solicitors where he was previously
Managing Partner and Senior Partner
Also a Trustee of English National
Opera Trust He is a former member of
the CBI Smaller Firms Council and the
CBI Company Law Panel

Last re-elected to the Board: 3 July
2009

Committee membership Audit
Committee, Nomination Commuttee,
Management Engagement Comnuttee
Remuneration for the financial year
£18,000 per annum

All other public company
directorships Non-executive director
of Ecclesiastical Insurance Office plc
and Ecclesiastical Insurance Group plc
Employment by the Manager- Nane
Other connections with Company or
Manager- None

Shared Directorships with any other
Company Directors' None
Shareholding in Company 2,000
Ordinary shares

David P Kidd

Status Independent Non-Executive
Director

Length of Service 8 years, joined the
Board in February 2004

Experience He has twenty five years
experience In investment management,
of which three quarters was in the role
of Chief Investment Officer Currently a
Director of The Law Debenture Pension
Trust Corporation plc and a non-
executive director of The Salvation
Army International Trustee Company
Previously Chief investment Officer of
the private bank, Arbuthnot Latham &
Co uimited, Chiswell Associates Limited
and with The Royal Bank of Scotland's
Investment management arm

Last re-elected to the Board" 9 July
2010

Committee membership Audit
Commuttee, Nomination Committee,
Management Engagement Committee
Remuneration for the financial year
£18,000 per annum

All other public company
directorships Non-executive director
of Martin Currie Global Portfolio Trust
ple

Employment by the Manager None
Other connections with Company or
Manager None

Shared Directorshtps with any other
Company Directors None
Sharehelding in Company 5,000
Ordinary shares
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Your Board of Directors continued

Andrew S. Robson C.A.

Status Iindependent Non-Executive
Director

Length of Service 4 years, joined the
Board in May 2008

Experience. He 15 a Chartered
Accountant, with many years of
experience In vestment banking and
as a Finance Drrector He was a Director
of Robert Fleming & Co Limited and SG
Hambros He was Finance Director at
efinancialGroup Limited and the
National Gallery He has over 10 years
of experience on the Boards of a
number of quoted Investment Trusts
He s currently a business adwiser,
working with smaller UK companies
Last re-elected to the Board. 5 July
201

Committee membership Audit
Committee (Chairman), Norination
Committee, Management Engagement
Committee

Remuneration for the financial year
£20,000

All other public company
directorships: Non-executive director
of Bntish Empire Secunties and General
Trust plc, JP Morgan Smaller Comparnies
Investment Trust plc and Matnx
Income & Growth 4 VCT plc
Employment by the Manager- None
Other connections with Company or
Manager None

Shared Directorships with any other
Company Directors None
Shareholding in Company 5,500
Ordinary shares
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Directors’ Report

Status of the Company

The Company, which was incorporated in 1929, has received
approval as an investment trust by HM Revenue & Customs
for all accounting periods up to and including 31 March 2011
and has since conducted its affairs so as to enable it to retain
such approved status 1t is a member of the Asscciation of
Investment Companies The Company Is an investment
company within the meaning of Section 833 of the
Companies Act 2006 So far as the Directors are aware, the
close company provisions of the Corporation Tax Act 2010
do not apply to the Company The Company’s registration
number 1s 00386551

Business Review

Activities

The Company 15 an investment trust The objective of the
Company s set out on page 3 of the report The Company’s
two subsidiary undertakings, Topshire Limited and Wiston
Investment Company Limited, both of which were
mvestment dealing companies registered in England, having
not traded in recent years, made an application to the
Registrar of Comparies to be voluntanly struck off during the
financial year 2011 and were formally dissolved with an
effectve date of 24 May 2011

The Company has an 18 1% interest in Aberdeen Smaller
Companies High Income Trust PLC, a listed investment trust
managed by Aberdeen

Results and Dividends

The financial statements for the year ended 31 March 2012
appear on pages 30 to 47 Dividends accounted for in the
year amounted to 12 Op

A thred intenm dividend of 3 Op per Ordinary share was
declared on 28 March 2012 payable on 30 Apnil 2012 A final
dividend of 3 Op per Ordinary share 1s proposed, payable 31
July 2012 Under International Financial Reporting Standards
(IFRS} both these dividends will be accounted for in the
financial year ended 31 March 2013

Share Capital and Voting Rights

There have been no changes to the Company’s 1ssued share
capital during the year The issued Ordinary share capital at
31 March 2012 consisted of 29,697,580 Ordinary shares of
50p and 50,000 3 5% Cumulative Preference Shares of £1
each At the date of this report, these numbers were
unchanged

Each Ordinary and Preference share of the Company carnes
one vote at general meetings of the Company

Current and Future Development

A review of the Company's business 1s given 1n the
Chairman’s Statement and the Manager’s Review Key
performance indicators {*KPIs”) are shown in the financiat
information on page 10 with histonical performance being
shown on pages 11 and 12 These KPIs include net asset
value total return, share price total return, and the
premium/discount at which the shares trade The Board also
considers the marketing and promotion of the Company
inctuding effective communications with shareholders, which
1s explained in more detall in the ‘Relations with
Shareholders’ secticn on page 25 The Board considers the
future direction of the Company at an annual strategy
meeting where a wide discussion takes place on development
and strategic direction The Company's brokers, | P Morgan
Cazenove, present to the Board during the course of the year
and cover the topics of sector development, perception of
the Company and relevant strategic 1ssues

Principal Risks and Uncertainties

The principal risks facing the Company relate to the
Company’s investment activities and gearing and include
market risk, iquidity risk and credit nisk An explanation of
these risks and how they are managed 15 contained in note
17 to the financial statements on page 42

Investment Policy

investment Process

The Manager follows a bottom-up investment process based
on a disciplined evaluation of comparues through direct visits
by its fund managers Stock selection 1s intended as the
major source of added value No stock 1s bought without the
Manager having first met management The Manager
estimates a company's worth in two stages, quality then
price Quality 15 defined by reference to management,
business focus, the balance sheet and corporate governance
Price is calculated by reference to key financial ratios, the
market, the peer group and business prospects Top-down
investment factors are secondary in the Manager's portfolio
construction, with diversification rather than formal controls
gurding stock and sector weights

Investment Risk

The investment risk within the portfolio 1s managed by
investing in different categories of investments and by the
Manager adhering to various guidelines set by the Board The
Company invests mainly in equities, preference shares and
convertibles

Equity investments are selected in accordance with the
investment process abave There are no specific sector hmits
set, with the Manager free to invest in individual equrties
that they believe will contribute to both the capital and
income performance of the Company However, the
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Directors’ Report continued

exposure to equities 1s imited by investment guidelines
drawn up by the Board in conjunction with the Manager In
the year under review these guidelines included

+ Maximum equity gearing of 135% of Net Asset Value

- Maximum 7 5% of assets invested in the secunities of one
company (excluding Aberdeen Smatler Companies High
income Trust PLC)

+ Maximum 5% of quoted investee company's ordinary
shares

The Company also invests in preference shares pnmarnly to
enhance the income generation of the Company The
majority of these investments 1s in large financral
institutions The maximum holding in preference shares 1s
managed by the second guideline referred to above In
addition the Company cannot hold more than 10% of an
investee company'’s preference shares

The Company enters into traded option contracts agan
primarnly to enhance the income generation of the Company
The nisks associated with these option contracts are managed
through the principal guidelines below, which operated in the
year under review

- Calt options written to be covered by stock

» Put options written to be covered by net current
assets/borrowing facilities

- Call options nct to be wntten on more than 100% of a
helding of stock

- Call options not to be written on more than 30% of the UK
equity portfolio

+ Put options not be written on more than 30% of the UK
equity portfolio

Curing the year under review, the Company's gearing was in
the form of bank borrowing, utilising a revolving credit
faclity The gearing risk of the Company 1s actively managed
and monitored with the Manager able to increase or decrease
the short-term borrowings in line with their view of the stock
market In addition, the 135% equity geaning limit constrains
the amount of geanng that can be invested in eauities which
are more volatile than the fixed interest part of the portfolio

The Board and the Manager regularly review the requirement
for and options avatlable to protect a portion of the portfolio
from a sudden decline in markets

Analysis of Portfolio

A comprehensive analysis of the portfolio 1s given in the
Investment Manager’s Review on pages 6 to 9, the
Distnibution of Assets and Liabilities on pages 15 and 16 and
the Investment Portfolio on pages 13 and 14
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Directors

The Directors, who held office throughout the year under
review, are shown on pages 17 and 18 of the Annual Report,
and their share interests are shown below MrM D Couve,
having been last re-elected in 2009, retires by rotation and,
being eligible, offers umself for election

The Board has reviewed its collective performance and that
of each individual member and believes it continues to
operate in an efficient and effective manner with each
Director making a sigmificant contribution to the
performance of the Company Given this, the Board
recommends to shareholders the re-election of Mr Couve
who 15 a qualified lawyer with many years of commercial and
business expenence

There were no contracts during or at the end of the year in
which any Director had a matenal interest No Director had a
matenal interest in any investment 1n which the Company
itself had a material interest

The Directors at 31 March 2012 had no other interast other
than those interests, all of which are beneficial interests,
shown below in the share capital of the Company

31 March 2011
Ordinary shares

31 March 2012
Ordtnary shares

A B Dawvidson 10,000 10,000
M D Couve 2,000 2,000
DP Kidd 5,000 5,000
AS Robson 5,500 5,500

No Director had an interest in the 3 5% Cumulative
Preference share capital at any time during the year There
have been no changes in the Directors’ interests between 1
April 2012 and 6 June 2012

Annual General Meeting

Among the resolutions being put at the Annual General
Meeting of the Company to be held on 19 July 2012, the
following resolutions will be proposed

{i) Section 551 Authority to Allot Shares
Resclution 7, which is an ordinary resatution, witl, if
approved, give the Directors a general authonity to allot new
securities up to an aggregate normmunal value of £4,949,102
representing approximately one third of the total Ordinary
share capital of the Company in 1ssue as at the date of this
document, such authority to expire on 30 September 2013
or, if earlier, at the conclusion of the next Annual General
Meeting of the Company (unless previously revoked, varied
or extended by the Company in general meeting)




() Disapplication of Pre-emption Provisions
Resolution 8 1s to enable the Directors to 1ssue new shares
and to resell shares held in treasury up to an aggregate
norminal amount of £1,484,878 (representing approximately
10% of the total Ordinary share capital in 1ssue) Resolution
8, which 15 a special resolution, will, if approved, give the
Directors power to allot Ordinary shares {including Ordinary
shares held in treasury) for cash, otherwise than pro rata to
existing shareholders, up to a maxsmum aggregate nominal
amount of £1,484,878 Ordinary shares would only be 1ssued
for cash at a price not less than the net asset value per share
This authonty will expire on 30 September 2013 or, if earlier,
at the conclusion of the next Annuat General Meeting of the
Company (unless previously revoked, varied or extended by
the Company in general meeting} As noted, this
disapplication of pre-emption rights also applies in respect of
treasury shares which the Company may sell The Company
has no shares held in treasury as at the date of this report

{iii) Purchase of the Company's own Ordinary Shares
Resolution 9, which is a special resolution, will be proposed
to renew the Company’s authorisation to make market
purchases of its own shares The maximum number of
Crdinary shares which may be purchased pursuant to the
authority shall be 14 99% of the 1ssued share capital of the
Company as at the date of the passing of the resolution
(approximately 4 45 million Ordinary shares) The mimimum
price which may be paid for an Ordinary share (exclusive of
expenses) shall be 50p The maximum price for an Ordinary
share {again exclusive of expenses) shall be an amount being
not more than the higher of (1) 105% of the average of the
muddle market quotations for the Company’s Ordinary shares
for the five business days immediately preceding the date of
purchase and (1) the higher of the price of the last
independent trade and the highest current independent bid
relating to an Crdinary share on the trading venue where the
purchase is carried out

This authority, if conferred, will only be exercised if to do so
would enhance the net asset value per share and 1s in the
best interests of shareholders generally Shares so
repurchased will be held in treasury Any purchase of shares
will be made within guidelines established from time to time
by the Board This authority will expire on 30 September
2013 or, if earlier, at the conclusion of the next Annual
General Meeting of the Company (unless previously revoked,
varied or extended by the Company in general meeting)

(iv) Notice Period for General Meetings

The Campany’s Articles of Assoctation enable the Company
to call general meetings (other than an Annual General
Meeting) on 14 clear days' notice In order for this to be
effective, the shareholders must also approve the calling of
meetings on 14 days' notice by separate resolution
Resolution 10, which 1s a special resolution, seeks such

approval The approval will be effective until the Company's
next Annual General Meeting, when i1t 1s intended that a
similar resolution will be proposed The Company will also
need to meet the requirements for electronic voting under
the Companies Act 2006 (as amended by the Shareholders’
Rights Regulations) before it can call a general meeting on 14
days' notice

Recommendation

The Directors behieve that the resotutions to be proposed at
the Annual General Meeting are in the best interests of the
Company and its shareholders as a whole, and recommend
that shareholders vote in favour of the resolutions, as the
Directors intend to do in respect of thewr own beneficial
shareholdings totalling 22,500 Ordinary shares

Going Concern

The Company’s assets comprise mainly readily realisable
securtties which can be sold to meet funding commitments f
necessary The Company's revolving credit facility matures
on 25 February 2014 The Board considers that the Company
has adequate financial resources to continue n operational
existence for the foreseeable future

Payment Policy

The Company's policy, in relation to all of its supplers, 15 to
settle the terms of payment when agreeing the terms of the
transaction and to abide by those terms The Company does
not have trade creditors

Corporate Governance

The Statement of Corporate Governance which forms part of
the Directors’ Report i1s shown on pages 23 to 26

Auditor

The Directors confirm that, so far as each of the Directors is
aware, there 15 no relevant audit information of which the
Company's auditor 15 unaware and the Directors have taken
all steps that they ought to have taken as Directors in order
to make themselves aware of any relevant audit information
and te establish that the Company's auditor 1s aware of that
information

Resalutions re-appointing KPMG Audit Plc as the Company's
auditer and authonising the Directors to determine 1ts
remuneration will be proposed at the Annual General
Meeting

Additional Information

Where not provided elsewhere in the Directors’ Report, the
following provides the additional information required to be
disclosed by The Large and Medium-sized Companies and
Groups {Accounts and Reports) Regulations 2008
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Directors’ Report continued

There are no restricttons an the transfer of Ordinary shares in
the Company other than certan restrictions which may from
time to time be imposed by law (for example, insider trading
law)

The Company 1s not aware of any agreements between
shareholders that may result in a restriction on the transfer
of securrties and/or voting rights

The rules governing the appointment of Directors are set out
in the Statement of Corporate Gevernance on pages 23 to
26 The Company's Articles of Association may only be
amended by a special resolution at a general meeting of
shareholders

The Company Is not aware of any significant agreements to
which it 1s a party that take effect, alter or terminate upon a
change of control of the Company following a takeover

QOther than the Investment Management Agreement with the
Manager, further details of which are set out on page 3, the
Company Is not aware of any contractual or other
agreements which are essential to tts busiess wiich ought
to be disclosed in the Directors’ Report

\Zﬂ Cu/t W

By order of the“Board

Aberdeen Asset Management PLC
Secretary

6 June 2012
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Statement of Corporate Governance

Corporate Governance

This Statement of Corporate Governance forms part of the
Directors’ Repart which 1s shown on pages 19 to 22

Compliance

The Company 1s commutted to high standards of corporate
governance The Board 1s accountable to the Company's
shareholders for good governance and this statement
descrnbes how the Company applies the principles identified
in the UK Corporate Governance Code published in May
2010 (the "UK Code") which 1s available on the Financial
Reporting Council’s website www frc org uk The Board
confirms that the Company has complied throughout the
accounting periad with the relevant provisions contained
within the UK Code

The Association of Investment Companies {"AIC") has also
published a Code of Corperate Governance ("AIC Code”) and
a Corporate Governance Guide for Investment Caompanies
("AIC Guide”) which are both available on the AIC's website
www theaic co uk The AIC Code, as explained by the AIC
Guide, addresses all of the principles set out in the
Governance Code, as well as setting out additional principles
and recommendations on 1ssues that are of specific relevance
to Investment trusts

The Board

The Board currently consists of four non-executive Directors,
led by the Chairman, Mr Davidson There 1s no Chref
Executive posttion within the Company as day-to-day
management of the Company'’s affairs has been delegated to
the Manager, Aberdeen Asset Managers Limited The
Company has no employees and given the size and
composition of the Board it 1s not felt necessary to separate
the roles of the Chairman and Semor Independent Director
Biographies of the Dwrectors appear on pages 17 and 18 and
these demonstrate the wide range of skills and experience
each bring to the Board Each Director has signed a letter of
appointment to formahise in writing the terms of their
engagement as & non-executive Director Copies of these
letters are available for inspection at the registered office of
the Company during normal business hours and will also be
available for fifteen minutes prior to and during the Annual
General Meeting

Subject to the prowvisions of the Companies Act 2006, each of
the Directors 1s entitled to be indemnified by the Company
against all costs, charges, losses, expenses and habilities
which he may sustain or incur in the execution or purported
execution or discharge of his duties or in the exercise or
purported exercise of his powers or otherwise in relation to
or in connection with his duties, powers or office The
foregoing do not operate to provide an indemnity against
any liability attaching to a Director in connection with any

negligence, default, breach of duty or breach of trust in
relation to the Company except as permitted by the
Comparies Act 2006 The Company will not indemnify the
Directors against costs incurred by a Director to the
Company nor costs incurred in defending crirminal
proceedings in which judgement 1s given against the Director
The Company has entered into a separate deed of tndemnity
with each of the Directors reflecting the scope of the
indemmity in the Articles of Association

Directors” and officers’ liability insurance 1s held by the
Company in respect of the Directors

The AIC Code provides that the Board should undertake a
formal and rigorous annual evaluation of 1ts own
performance and that of its comnuttees and individual
Directors In order to review its effectiveness, the Board
carries out a process of formal self appraisal The Directors
consider how the Board functions as a whole and also review
the indmvidual performance of its members This process
encompasses quantitative and qualitative measures of
performance implemented by way of an evaluation survey
questionnaire and Board discussion It atso forms the basis of
the decision on whether or not Directors are ncminated for
re-appointment The appraisal of the Chairman is carried out
by the other non-executive Directors This process has been
carried out in respect of the year under review and 15
conducted on an annual basis The review concluded that the
Board 1s functioning well, there 1s an appropriate batance of
skills and expenence and there are no i1ssues of concern

Although the Company 15 not a FTSE 350 company, it
intends to comply with certain of the Code provisions which
apply to FTSE 350 companies, where the Board believes it 1s
in the best interests of shareholders to do so The Board 15
therefore keeping under review the requirement for FTSE 350
compantes to carry out, at least every three years, externally
facilitated evaluation of the Board, and annuat re-election of
directors

The continuing independent and objective judgement of the
Directors was confirmed in the annual Board performance
and evaluation process and that they continued to devote
sufficient time to their roles The Board evaluation process
also confirmed that the performance of the Birector standing
for re-appointment continued to be effective

There is a formal process for the consideration and
authornisation by the Board of Directors’ reported actual and
potential conflicts of interest, a full analysis of the Directors’
appomntments and interests having been considered at each
Board meeting In accordance with the Company’s Articles of
Association and relevant legislation, each Director abstains
from approvat of his own position The Board will continue to
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Statement of Corporate Governance continued

monitor and review potential conflicts of interesis on a
regular basis

The Bribery Act 2010 became effective on 1 July 2011 The
Company has a policy of conducting its business in an honest
and ethical manner The Company takes a zero tolerance
approach to bribery and corruption and has procedures in
place that are proportionate to the Company's

crrcumstances to prevent them The Manager also adopts a
zero tolerance approach and has its own detailed policy and
procedures in place to prevent bribery and corruption

During the year ended 31 March 2012 the Board met seven
times In addition, the Audit Committee met twice, the
Nominatron Committee once and the Management
Engagement Committee once

Drrectors have attended Board and Committee meetings
during the year ended 31 March 2012 as follows (with therr
ebgibility to attend the relevant meeting in brackets)

Management

Audit Nomination Engagement

Board Committee Committee Committee

Director Meetings Meetings Meatings Meetings
AB Dawvidson 7(7) 2(2) 1(1} {1}
MD Couve 7N 2(2) 1(1) 1(1)
DP Kidd 6(7) 2(2) 1(1) 11
A'S Rabsen 7{7) 2(2) 1{1) 1M

The Board has appointed Aberdeen to manage the
Company's investrent portfolio within guidelines set by the
Board and to provide 1t with accounting and secretanal
services The Board has a formal schedule of matters
specifically reserved to it for decision including strategy,
Company structure, risk, reviewing the Manager, borrowings,
treasury, dividend, and corporate governance policy Full and
tumely information, including monthly reparts on the
Company's activities, 1s provided to the 8oard to enable the
Board to function effectively and to allow Directors to
discharge therr responsibibties The Board also reviews the
financial statements, performance and revenue budgets

There 1s an agreed procedure for Directors to take
independent professional advice if necessary and at the
Company's expense This 15 1n addition to the access which
every Director has to the advice of Aberdeen as Secretary of
the Company

Internal Control

The Board 1s ultimately responsible for the Company's
system of internal control and for reviewing its effectiveness
However, such a system 15 designed to manage rather than
eliminate the nsk of fallure to achieve business objectives
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and can provide only reasonable and not abseolute assurance
against matenal misstatement or loss

tnder the Financial Reporting Council’s publication ‘Internal
Control Revised Guidance for Directors on the Combined
Code' and the AIC Code, it 15 a requirement that the Board
reviews the effectiveness of the Company's system of
internal controls at least annually, comprnising all controls
including financial, operational, compliance and nisk
management To achieve this, the Board has m ptace regular
review procedures for the identification, evaluation and
management of significant risks to the Company, to enable
full compliance This process has been in place throughout
the year under review and up to the date of approval of the
Annual Report

External Agencies |
|

The Board has delegated certain functions The main service
providers are Aberdeen, the Manager and Secretary, HSBC
Bank plc, the Custodian, and Equiniti Limited, the Registrars
Aberdeen provides the Board with monthly reports, which
cover investment activities and financial matters, and with
periodic reports on its control procedures and 1ts system of
internal financial control The independent Custodian 1s
appointed to safeguard the Company’s investments, which
are registered in the name of the Custodian’s nominee
company In view of the controls that are in place, the
Directors do not consider that there 1s any need for an
internal audit function

Board Committees

The 8card has appointed three commuttees to cover specific
operations as set out on the following pages Copies of the
terms of reference of each commuttee are available on the
Company's website, or upon request from the Company

Audit Committee

The Audit Commuttee compnises all of the Directors of the
Company with Mr AS Robson acting as Audit Commuttee
Chairman The Directors have satisfied themselves that at
least one of the Commuttee’s members has recent and
relevant financial experience The Audit Committee meets at |
least twice a year to coincide with the annual and hatf yearly |
reporting and audit cycle The princpal rote of the Audit |
Committee is to review the Annual and Half Yearly financral ‘
statements and the accounting policies applied therein and |
ensure compliance with financial and regulatory reporting |
requirements The auditor, KPMG Audit Plc, whose continued
appomtment Is also reviewed and ratified by the Audit
Committee, attends at least one meeting of the Audit
Commuttee a year In addition the Audit Commuttee reviews
the independence of the auditor in relation to the audit of
the Annual financial statements |n completing this review,
the Audit Comimittee has taken into account the standing,




experience and tenure of the audit director, the nature and
level of service provided and confirmation that 1t has
complied with relevant UK independence guidelines The
Audit Commuttee considers KPMG Audit Plc to be
independent both of the Company and the Manager in all
respects

The Audit Commuttee also reviews the provision of non-audit
services by the auditor There were no fees for non-audit
services during the financiat year

The Audit Commuttee’s responsibilities also include reviewing
the arrangements in place within Aberdeen whereby their
staff may, in confidence, raise concerns about possible
rmproprieties in matters of financial reporting or other
matters insofar as they may affect the Company

Management Engagement Committee

The Management Engagement Committee comprises all
Directors of the Company and 1s chaired by Mr A B Davidson
The Management Engagement Committee met once n the
past year The purpose of the Committee 1s to review the
terms of the agreements with the Manager inctuding, but not
limited to, the management fee and also to review the
performance of the Manager in relation to the achieverment
of the Company's objectives These reviews have been
conducted during the year and the outcomes are noted
below

Investment Management Agreement

The key terms of the Investment Management Agreement
are set out in the Corporate Summary on page 3 and details
of the fee charged by Aberdeen in the financial year and how
it 1s calculated are set out In note 3 to the financial
statements The Board beleves the fee charged by Aberdeen
1s competitive with reference to other investment trusts with
a simitar investrment mandate and 1s priced appropnately
gven the level of service provided by Aberdeen The Board
reviews the performance of the Manager annually The Board
15 satisfied with the performance of the Manager in the year
under review, and believes the Manager has positioned the
portfolio well in order to achieve good medium-term and
long-term performance in line with the Company’s
objectives It considers the continuing appointment of the
Manager to be in the best interests of shareholders at this
time The notice period is six months

Nomination Committee

The Nomination Commuttee comprises all Directors of the
Company and 1s chaired by Mr AB Dawvidson The
Nomination Commuttee considers appointments of new
Directors, undertaking a thorough and open process
involving, where appropriate, professional recruitment
consultants and committee interviews with candidates

identified, with the intention that the composition of the
Board reflects a breadth of commerial, professionat and
industnal expenence The Board's overniding priority in
appotnting new Directors to the Board i1s to dentify the
candidate with the best range of skills and experience to
complement existing Directors The Board recognises the
benefits of diversity, including gender diversity The
Nomination Committee met once duning the year

Remuneration Committee

There 1s no requirement for the above as the Company has
no executive employees Remuneration details are provided
in the Directors’ Remuneration Report on page 28

Board Composition

tnder the Articles of Association, new Directors are subject
to electian at the first Annual General Meeting after therwr
appointment, and all Directors retire in rotation with the
selection criteria set out in the Articles of Association
Directors do not have service contracts or fixed terms in
office, but n accordance with the AIC Code they are required
to submit themselves for re-election every three years and
annually after nine years As the composition of the Board 1s
expected to reflect a breadth of commeraial, professional and
industnal expenience, new Directors are provided with
sufficient guidance and instruction to enable them to
understand the economic environment in which investment
trusts operate and carry out an effective and objective
evaluation of the Company's performance therein

Relations with Shareholders

The Board regularly monstors the shareholder profile of the
Company and the Company reports formally to shareholders
twice a year by way of the Annual and Half Yearly Reports
All shareholders have the opporturity to attend and vote at
Annual General Meetings at which Directors and
representatives of the Manager are available to discuss key
issues affecting the Company The Manager has also
conducted a senes of meetings with shareholders throughout
the year to discuss 1ssues relating to the Company and also
to give them the opportumity to request a meeting with the
Board Shareholders and investors may obtain up-to-date
information on the Company through the Company’s
website and the Manager's information services

As recommended by the AIC Code, the Company makes
available the proxy votes cast at general meetings In
addition the aim Is to give at least twenty working days’
notice to shareholders of the Annual General Meeting

Substantial Interests

As at 6 June 2012 the Company had received notfication of
the following interests in 1ts Ordinary shares
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Statement of Corporate Governance continued

Number of
Ordinary %
shares held held

3,025825 102
2,941,351 99

Shareholder
Axa Investment Management

Aberdeen Investment Trust Share
Plans {ncn beneficial)

Legal & General Investment
Management

1,204,149 41

Responsibilities as an Institutional Shareholder

Responsibility for actively monttoring the activities of
Investee companies has been delegated by the Board to the
Manager The Manager’'s Corporate Governance Principles
can be found on the Manager’s website, at

http //www aberdeen-asset com/aam nsf/AboutUs
/governancestewardship This document sets out the
Manager's framework on corporate governance, proxy voting
and shareholder engagement in relation to the companies in
which the Manager has invested or Is considering investing
The Manager's Statement of Compliance with the UK
Stewardship Code also appears on the Manager's website, at
the web address given above

General Policy

The Board delegates to the Manager responsibility for
selecting the portfolio of investments, within investment
guidelines astablished by the Board after discussion with the
Manager, and for monitering the performance and activities
of investee companies The Manager carries out detailed
research of investee companies and possible future investee
companies through internally generated research The
research on a campany comprises an evaluation of
fundamental details such as financial strength, quality of
management, market position and product differentiation,
plus an appraisal of issues relevant to it, including policies
relating to socially responsible investment

The Manager is responsible for reviewing, on a reguiar basis,
the annual reports, circulars and other publications produced
by the investee company, and for attending company
meetings The Manager, in the absence of explicit instruction
from the Board, 1s empowered to exercise discretion in the
use of the Company's voting rights The Manager's policy 15
to vote on all shares held by the Company and considers
each case on its individual ments with the primary aim of the
use of voting nghts being to ensure a satisfactory return from
investments The Board receives from the Manager regular
reports on the exercise by the Manager of the Company's
voting nghts and discusses with the Manager any i1ssues
ansing It s the Board's view that having an active voting
policy and a process for the monitoring by the Board of the
Manager’s exercise of those votes, especially in relation to
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controversial 1ssues, aids the efficient exercise of the
Company’s governance responsibilities

Social, Ethical and Environmental Policy

The Directors recognise that their first duty 1s to act in the
best financial interests of the Company's shareholders and to
achieve good financial returns against acceptable levels of
nsk, in accordance with the objectives of the Company

In asking the Company’s Manager to detiver against these
objectives, they have also requested that they take into
account the broader social, ethical and environmental 1ssues
of companies within the Company’s portfolio, acknowledging
that companies failing to manage these 1ssues adequately
run a long-term risk to the sustainabibty of their businesses

More specifically, they expect companies to demonstrate
ethical conduct, effective management of their stakeholder
relationships, responsible management and rmitigation of
social and environmental impacts, as well as due regard for
wider societal 1ssues The Directors, through the Manager,
encourage companies in which investments are made to
adhere to best practice in the area of Corporate Governance
They believe that this can best be actueved by entering nto a
dialogue with company management to encourage them,
where necessary, to improve their policies in this area

Aberdeen Smaller Companies High Income Trust
PLC

The Company has an 18 1% interest in the share capital of
this listed investment trust which is also managed by
Aberdeen in the same manner as stated in the above General
Policy All of the directors of Aberdeen Smaller Companies
High Income Trust PLC are independent of Shires Income
PLC Aberdeen has no control over the management of the
interest in Aberdeen Smalter Companies High Income Trust
PLC and does not charge any management fee in respect of
the amount of Shires Income PLC's net assets attnbutable to
this holding




STATEMENT OF DIRETORS' RESPONSIBILITIES
The Directors are responsible for preparing the Report and Accounts and the financial
statements (the ‘financial statements’) 1n accordance with applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year
Under that law they are required to prepare the financial statements in accordance with IFRSs
as adopted by the EU and applicable law

Under company law the Directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Company and of its
profit or loss for that period In preparing these financial statements, the Directors are required
to

. select suitable accounting policies and then apply them consistently,

. make judgements and estimates that are reasonabte and prudent,

. state whether they have been prepared in accordance with IFRSs as adopted by the EU
subject to any material departures disclosed and explained in the notes to the financial
statements, and

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to
presume that the Company will continue in business

The Directors confirm that the financial statements comply with these requirements

The Directors are respensible for keeping adequate accounting records that are sufficient to
show and explain the Company’s transactions and disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that the financial
statements comply with the Companies Act 2006 They have general responsibility for taking
such steps as are reasonably open to them to safeguard the assets of the Company and to
prevent and detect fraud and other irregularities

Under applicable law and regulations, the Directors are also responsible for preparing a
Directors’ Report, Directors’ Remuneration Report and Corporate Governance Statement that
complies with that law and those regulations The Directors are responsible for the
maintenance and integnty of the corporate and financial information included on the
Company's website Legislation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions

The Directors confirm to the best of their knowledge

. the financial statements, prepared in accordance with the applicable accounting
standards, give a true and fair view of the assets, liabilities, financial position and the
profit or loss of the Company, and

. the Directors’ Report includes a fair review of the development and performance of the
business and the position of the Company, together with a description of the principal
risks and uncertainties that the Company faces

For and on behalf of Shires Income PLC

Andrew S Robson
Atmmmnttee Chairman \/_\
(v 012

——




Directors’' Remuneration Report

A separate resolution for the approval of the Directors’
Remuneration Report will be put to the members at the
forthcoming Annual General Meeting The outcome of the
vote on this resolution has no legal effect and its sole
function 1s to enable shareholders to demonstrate whether or
not they are in agreement with the Board's policies in this
matter Accordingly resolution 2 will be proposed as an
ordinary resolution to enable shareholders to show whether
they approve or not of the contents of the Drrectors’
Remuneration Report As the Board of Directors i1s comprised
solely of non-executive Directors, 1t 15 exempt under the
Listing Rules from appointing a Remuneration Committee
The determination of the Directors’ fees i1s & matter dealt
with by the whole Board on an annual basis This Report has
been divided into separate sections for unaudited and
audited information

Unaudited information

Remuneration Policy

The Articles of Association of the Company set a maximum
aggregate imit within a financial year for non-executive
Directors’ remuneration

The Board considers that the present policy to remunerate
Directors exclusively by fixed fees in cash 1s appropriate and
adequate for the Company in its present and foreseeable
arrcumstances and there are no plans to introduce additional
or alternative remuneration schemes

No Director has a service contract with the Company
although each has a letter of appoaintment from the
Company confirming their appointment and setting out their
remuneration as at the date of the letter These letters
contain no provisions regarding notice pericd nor do they
make prowvision for compensation payable upon early
termeation of the Director's appointment

Directors’ Remuneration Rates

The annual rates of remuneration with effect from 1 April
2011 were £25,000 for the Chairman, £20,000 for the Audit
Committee Chairman and £18,000 for each other Director
These rates applied during the year ended 31 March 2012
The Company’s policy is that fees payable to the Directors
should reflect the time spent by them on the Company’s
affairs and should be sufficient to enable candidates of a high
quality to be recruited and retained Non-executive Directors
are not eligible for bonuses, pension benefits, share options,
long term incentive schemes or other benefits Following a
review by the Nomination Committee, it was agreed that
with effect from 1 Apnil 2012, the annual rates of
remuneration will be £27,000 for the Charrman, £21,250 for
the Audit Committee Chairman and £19,000 for each other
Director
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The chart shown below illustrates the total shareholder
return for a holding in the Company's shares as compared to
the total return on the FTSE All-Share index {excluding
Investment Companies) for the five year period to 31 March
2012 (rebased to 100 at 31/03/07)
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Audited Information

The total fee payable to each Director who served during the
present and previous financial years of the Company is
shown in the following table (audited)

2012 2011

£ £

A B Davidson 25,000 23,000
MD Couve 18,000 16,000
DP Kidd 18,000 16,000
A'S Robson 20,000 18,000
81,000 73,000

The fees payable to M D Couve were paid to a third party
Effective 1 May 2012 fees are now paid directly to Mr Couve

No Director received any form of remuneration during the
present or preceding financial years other than the fees
shown above

Approved by the Board of Directors on 6 June 2012 and
signed on 1ts behalf

i VS (U

Anthony B Davidson
Chairman
6 june 2012




Independent Auditor’s Report to the Members of

Shires Income PLC

We have audited the financial statements of Shires Income
PLC for the year ended 31 March 2012 set out in pages 30 to
47 The financial reporting framework that has been applied
in their preparation 1s applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the EU

This report 1s made sclely to the Company's members, as a
body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Qur audit work has been undertaken so
that we might state to the Company's members those
matters we are required to state to them in an auditor's
report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility
to anyone other than the Company and the Company’s
members, as a body, for our audit work, for this report, or for
the opimons we have formed

Respective Responsibilities of Directors and
Auditor

As exptained more fully in the Directors’ Responsibilities
Statement set out on page 27, the Directors are responsible
for the preparation of the financial statements and for being
satisfied that they give a true and fair view Our
responsibility 1s to audit, and express an optnion an, the
financial statements in accordance with apphicable law and
international Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices
Board's (APB's) Ethicat Standards for Auditors

Scope of the Audit of the Financial Statements

A descnption of the scope of an audit of financial statements
1s provided on the APB's web-site at
www frc org uk/apb/scope/private cfm

Opinion on Financial Statements

In our opmion the financial statements

« give a true and fair view of the state of the Company's
affairs as at 31 March 2012 and of its profit for the year
then ended,

+ have been properly prepared in accordance with IFRSs as
adopted by the EU, and

- have been prepared in accordance with the requirements of
the Compantes Act 2006

Opinion on other Matters Prescribed by the
Companies Act 2006

in our opinton

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

- the information given in the Directors' Report for the
frnancial year for which the financial statements are
prepared s consistent with the financial statements

Matters on which we are Required to Report by
Exception

We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to

you if, In our opinion

+ adequate accounting records have not been kept, or returns
adequate for our audit have not been received from
branches not visited by us, or

+ the financial staterments and the part of the Directors'
Remuneration Report to be audited are not in agreement
with the accounting records and returns, or

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

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

Under the Listing Rules we are required to review

- the Directors' Statement, set out on page 21, in relation to
going concern,

+ the part of the Corporate Governance Statement on pages
23 to 26 relating to the Company's compliance with the
nine provisions of the UK Corporate Governance Code
specified for our review, and

- certain elements of the report to shareholders by the Board

on Prrectors’ remunerati

Phil Merchant (Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants

Edinburgh,
6 June 2012

Shirgs income PLC 29




Statement of Comprehensive Income

Year ended Year ended
31 March 2012 31 March 2011
Revenue  Capital Total Revenue  Capital Total
Notes £000 £'000 £000 £'000 £'000 £000
(Losses)/gains on investments at fair 10 - (1,308) (1,308) - 4,012 4012
value
Gain on dissolution of subsidiaries - 66 66 - - -
Net currency gain - - - - 9 9
Investment income
Dividend income 3,337 - 3,337 3,176 - 3,176
Interest ncome from investments 670 98 769 761 {129) 632
Stock dvidend 70 - 70 31 - 31
Traded option premiums 264 - 264 160 - 160
Deposit interest - - - 1 - 1
Money market interest 11 - " 6 - 6
Other income - - - 18 - 18
2 4,352 (1,143) 3,209 4,153 3,892 8,045
Expenses
Investment management fee 3 {158} (158) (316) (156) (155) (317)
VAT recoverable on investment 3 - - - 10 11 21
management fees
Other administrative expenses 4 (293) - (293) (304) - (304}
Finance costs of borrowings 6 (198) {198) (396) (363) (363) {726)
(649) (356)  (1,005) (813) (s07)  (1,320)
Profit before taxation 3,703 (1,499) 2,204 3,340 3,385 6,725
Taxation 7 (a8) 88 - (48) 48 -
Profit attributable to equity holders of 3,615 (1,411) 2,204 3,292 3,433 6,725
the Company
Earnings per Ordinary share (pence) 9 1217 (475) 742 1109 11.55 22.64

The Company does not have any income or expense that 1s not included in profit for the year, and therefore the "Profit for
the year” 1s also the *Total comprehensive income for the year”, as defined in IAS 1 (revised)

The total column of this statement represents the Statement of Comprehensive income of the Company, prepared in
accordance with IFRS The revenue and capital columns are supplementary to this and are prepared under guidance published
by the Association of Investrment Companies

All items in the above statement dertve from continuing operations

The accompanying notes are an integral part of these financiat statements

During the year the Company’s two subsidiary undertakings, Topshire Limited and Winston investment Company limited
were formally dissolved

The following table shows the revenue for each year under IFRS less the ordinary dividends declared in respect of the financial
year to which they relate This table 1s for information purposes only and does not form part of the above Statement of
Comprehensive Income

Year to Year to

31 March 31 March

2012 2011°

£°000 £000

Revenue 3,615 3,292
Dividends declared (3,564) (3,564)
51 (272)

* Dividends declared relates to first three intenm dmidends {each 3 0p) and the proposed final dmvdend (3 Op) declared in respect of financial year 2011/12
' Dvidends declared relates to first three mtenm dividends {each 3 Op) and the final dividend (3 Op) declared in respect of financial year 2010711
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BALANCE SHEET

Notes

Non-current assets
Ordinary shares
Convertibles
Other fixed interest
Securities at fair value 10
Current assets
Trade and other receivables
Accrued income and prepayments
Cash and cash equivalents

12
Total assets
Current liabilities
Trade and other payables
Short-term borrowings

i3
Net assets
Issued capital and reserves attributable to equity holders
Called up share capital 14
Share premium account 15
Capintal reserve 16
Revenue reserve 16
Net asset value per Ordinary share (pence) 9

As at As at
31 March 31 March
2012 2011
£'000 £'000
50,078 51,693
1,307 1,329
19,565 21,295
70,950 74,317
18 53

783 1,086
3,733 1,981
4,534 3,120
75,484 77,437
(199) (298)
(18,000) (18,500)
(18,199) (18,798)
57,285 58,639
14,899 14,899
18,840 18,840
17,696 19,107
5,850 5,793
57,285 58,639
192.89 197.45

The financial statements were approved by the Board of Directors and authorised for 1ssue on 6 June 2012

and were signed on its behalf by

Anthony B. Davidson

Chairman

/ﬁ%/;%?ﬂ:ﬁ\

The accompanying notes are an integral part of these financiats statements




Statement of Changes in Equity

Year ended 31 March 2012

Share Retained

Share premium Capital revenue
capital account reserve reserve Total
£'000 £'000 £'000 £'000 £'000
As at 31 March 2011 14,899 18,840 19,107 5,793 58,639
Revenue profit for the year - - - 3615 3,615
Capital losses for the year - - (1,411) - (1,411)
Equity dividends (see note 8} - - - (3.558) (3,558)
As at 31 March 2012 14,899 18,840 17,696 5,850 57,285

Year ended 31 March 2011

Share Retained

Share premium Capital revenue
capital account reserve reserve Total
£'000 £'000 £'000 £'000 £'000
As at 31 March 2010 14,899 18,840 15674 6,066 55,479
Revenue profit for the year - - - 3,292 3,292
Caprtat gains for the year - - 3,433 - 3,433
Equity dividends (see note 8} - - - {3,565) (3,565)
As at 31 March 2011 14,899 18,840 19,107 5,793 58,639

The revenue reserve represents the amount of the Company's reserves distributable by way of dividend

The accompanying notes are an integral part of these financial statements
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Cash Flow Statement

Year ended Year ended
31 March 2012 317 March 2011
£'000 £000 £'000 £'000
Cash flows from operating activities
Investment income received 4,310 3,871
Deposit interest received - 1
Money market interest received 11 6
Investment management fee paid {318) (309)
VAT on investment management fees recovered - 21
Other cash receipts - 60
Other cash expenses {(308) (278)
Cash generated from operations 3,695 3,374
Interest paid (397) (558)
Tax recovered - 1
Net cash inflows from operating activities 3,298 2,817
Cash flows from investing activities
Purchases of investments {4,489) (4,255)
Sales of investments 7,001 7,365
Net cash inflow from investing activities 2,512 3,070
Cash flows from financing activities
Equity dividends pad (3,558) {3,565)
Net cash outflow from financing activities (3,558) (3,565)
Net increase in cash and cash equivalents 2,252 2,322
Cash and cash equivalents at start of period (16,519) (18,850)
Effect of currency gains - 9
Cash and cash equivalents at end of period (14,267) (16,519)
Cash and cash equivalents comprise
Cash and cash equivalents 3,733 1,981
Short-term borrowings {(18,000) {(18,500)
(14,267) (16,519)
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Notes to the Financial Statements For the year ended 31 March 2012

1  Accounting policies
(a) Basis of accounting

The financial statements have been prepared in accordance with Internationat Financial Reporting Standards
{IFRSs) which comprise standards and interpretations approved by the International Accounting Standards Board
{"1ASB"), and International Accounting Standards and Standing Interpretations Commuttee interpretations
approved by the International Accounting Standards Commuttee (“IASC"} that remain in effect, and to the
extent that they have been adopted by the European Union

The financial statements have been prepared under the historical cost conwvention, as modified to include the
revaluation of investments and in line with the Statement of Recommended Practice 'Financial Statements of
investment Trust Companies and Venture Capital Trusts’ The Directors have sought to prepare the financial
statements on a basis consistent with the recommendations of the SORP except as referred to in paragraph (d)
below The financial statements have also been prepared on the assumption that approval as an investment
trust will continue to be granted The financial statements have been prepared on a going concern basis The
Directors believe this 1s appropnate for the reasons outlined in the Directors’ Report on page 21

The subsidiary compantes were wound up dunng the year and therefore consolidated accounts are no longer
required to be prepared Further information can be found in note 11

in order better to reflect the activities of an investment trust company and in accordance with guidance 1ssued
by the AIC, supplementary infarmation which anatyses the Statement of Comprehensive Income between 1items
of a revenue and cap:tal nature has been presented atongside the Statement of Comprehensive Income In
accordance with the Company's status as a UK investment company under Section 833 of the Companies Act
2006, net capital returns may not be distributed by way of dividend Additionally, the net revenue of the
Company 15 the measure the Directors believe appropriate m assessing the Company’s complance with certain
requirements set out in Sections 1158-115% of the Corporation Tax Act 2010

At the date of authonisation of these financial statements, various Standards, amendments to Standards and
interpretations which have not been applied to these financial statements, were in 1ssue but were not yet
effective (and in some cases, had not yet been adopted by the EU) These have not been applied to these
financial statements

+ Amendments to IFRS 1 - Severe Hyperinflation and Removal of Fixed Dates for First Time Adopters (effective
for annual pencds beginning on or after 1 July 2011)

» Amendments to IFRS 7 - Financial Instruments Transfers of Financial Assets Disclosures {effective for annual
periods beginning on or after 1 july 2011)

- IFRS 9 — Financal Instruments Classification and Measurement (effective for annual periods beginning on or
after 1 January 2015)

- IFRS 10 — Consolidated Financial Statements (early adoption permitted) (effective for annual periods beginning
on or after 1 January 2013)

« IFRS 11 — Joint Arrangements (early adoption permitted) (effective for annual penods beginning on or after 1
January 2013)

+ IFRS 12 — Disclosure of Interests in Other Entities (early adoption permitted) (effective for annual periods
beginning on or after 1 january 2013)

« IFRS 13 - Fair Value Measurement {effective for annual periods beginning on or after 1 January 2013)

- Amendments to IAS 1 - Presentation of Items of Other Comprehensive Income (effective for annual penods
beginning on or after 1 July 2012)

- Amendments to IAS 12 — Income Taxes — Deferred Tax Amendment (effective for annual periods beginming on
or after 1 January 2012)

- Amendments to IAS 19 — Employee Benefits {effective for annual periods on or after 1 January 2013)

+ IAS 27 - Separate Finanaial Statements (early adoption permutted) {effective for annual periods beginning on
or after 1 January 2013)

- 1AS 28 - Investments In Associates and joint Ventures (early adoption permutted) (effective 1 January 2013)

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no
maternal impact on the financial statements of the Company
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{b)

{c)

(d)

(e)

Investments

All investments have been designated upon iniial recognition at fair vatue through profit or loss This 15 because
all investments are considered to form part of a group of financial assets which s evaluated on a fair value basts
Investments are recogrused or derecognised on the trade date where a purchase or sale 1s under a contract
whose terms require delivery within the timeframe established by the market concerned Proceeds are measured
at fair value which 1s regarded as the proceeds of sales less any transaction costs

The fair value of the finanaial instruments 1s based on their quoted bid price at the Batance Sheet date, without
deduction for any estimated future selling costs

Changes in the value of investmants held at fair value through profit or loss and gans and losses on disposal are
recognised in the Statement of Comprehensive Income as “Gans/(losses) on investments” Also included within
this caption are transactron costs in relation to the purchase or sale of investments, ncluding the difference
between the purchase price of an investment and its bid price at the date of purchase

Income

Dividend income from equity investments which includes all Ordinary shares and also preference shares
classified as equity instruments 1s accounted for when the shareholders’ rights to receive payment have been
established, normally the ex-dividend date

interest from debt securities, which include preference shares classified as debt instruments, is accounted for on
an effective interest rate basis Any write-off of the premium or discount on acquisition as a result of using this
basis 15 allocated against capital reserve The SORP recommends that such a wnite-off should be allocated
against revenue The Directors believe this treatment is not appropriate for a high yielding investment trust
which frequently buys and sells debt secunities, and believe any premium or discount included in the pnce of
such an mvestment 1s a capital item

Traded option contracts are restricted to writing out-of-the-money options with a view to generating income
Premiums recerved on traded option contracts are recognised as income evenly over the penod from the date
they are written to the date when they expire or are exercised or assigned Gains and losses on the underlying
shares acquired or disposed of as a result of optrons exercised are included tn the capital account Unexpired
traded option cantracts at the year end are accounted for at therr fair value

Interest from deposits 1s dealt with on an effective interest basis

Underwriting commission 1s recogmised when the underwnting services are provided and 1s taken to revenue,
unless any shares underwntten are required tc be taken up, in which case the proportionate commussion
received 1s deducted from the cost of the investment

Expenses

All expenses are accounted for on an accruals basis In respect of the analysis between revenue and capital items
presented within the Statement of Comprehensive Income, all expenses have been presented as revenue items
except those where a connection with the maintenance or enhancement of the value of the investments held
can be demonstrated Accordingly the investment management fee and finance costs have been allocated 50%
to revenue and 50% to capital, in order to reflect the Directors expected long-term view of the nature of the
investrnent returns of the Company

Short-term borrowings

Short-term borrowings, which comprise interest bearing bank loans and overdrafts, are initially recognised at
cost, being the fair value of the consideration received, net of any issue expenses The finance costs, being the
difference between the net proceeds of borrowings and the total amount of payments that reguire to be made
in respect of those barrowings, accrue evenly over the life of the borrowings and are allocated 50% to revenue
and 50% to capital
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Notes to the Financial Statements continued

4] Taxation
The tax payable is based on the taxable profit for the year Taxable profit differs from net profit as reported in
the Statement of Comprehensive income because it excludes items of income or expenditure that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible The Company has no
liability for current tax

Deferred tax 1s provided in full on temporary differences which result in an obligation at the Balance Sheet date
to pay more tax, or a right to pay less tax, at a future date at rates expected to apply when they crystallise,
based on current tax rates and law Temporary differences arise from the inclusion of items of income and
expenditure In taxation computations in periods different from those in which they are included in financial
statements Deferred tax assets are recogmsed to the extent that 1t 1s regarded as more likely than not that they
will be recovered

(g) Foreign currencies
Transactions involving foreign currencies are converted at the rate ruling at the time of the transaction Assets
and liabilittes in foreign currencies are translated at the closing rates of exchange at the Balance Sheet date Any
gain or loss ansing from a change in exchange rate subsequent to the date of the transaction 15 included as an
exchange gan or loss in capital reserve or the revenue account as appropriate

2012 2011
2 Income £'000 £'000
Income from listed investments

Dividend income 3,337 3,176
Interest income from investments 670 761
Money market interest 11 6
Stock dividend 70 31
4,088 3,974

Other income from investment activity
Deposit interest - 1
Traded option prermiums 264 160
Interest on VAT recovered on investment management fees - 1
Other income - 17
264 179
Total income 4352 4,153
2012 201
Total income comprises £'000 £'000
Dividends and interest from investments 4,088 3,974
Deposit interast - 1
Interest on VAT recoverable on investment management feas - 1
Other income from investment activity 264 177
Total income 4,352 4,153

All dividend income was received from UX companies The amount of £99,000 (2011 - (£129,000)) included in the
capital column of Investment Income represents the write off of the premium or discount on acquisition of debt secunties
referred to in note 1(c)
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2012 2011
Revenue <Capital Total Revenue Capital Total
Investment management fees £'000 £'000  £'000 £000 £000  £'000

Investment management fees 158 158 316 156 155 31

For the year ended 31 March 2012 management and secretanal services were provided by Aberdeen Asset Managers
Lmited The fee 1s 0 45% for funds up to £100 million and 0 40% for funds over £100 million, calculated monthly and paid
quarterly The fee 15 allocated 50% to revenue and 50% to capital

On 5 November 2007, the European Court of Justice ruled that management fees on nvestment trusts should be exempt
from VAT

The Manager has refunded £432,000 to the Company, representing all VAT charged on investment management fees for
the period 1 January 2004 to 30 September 2007 This sum was included in the financial staterments for the years ended
31 March 2009 and 2010 In addition a further £21,000, excluding interest thereon of £1,000, has been refunded by the
Manager and included in the previous year's financial statements This repayment related to VAT charged on investment
management fees for the period 1 January 2001 to 31 December 2003 and was allocated to revenue and caprtal in ine
with the accounting policy of the Company for the period in which the VAT was charged

The Company has not been charged VAT on its investment management fees from 1 October 2007

2012 2011
Administrative expenses £000 £'000
Directors' remuneration 81 73
Fees payable to auditors and associates (net of VAT)
- fees payable to the Company’s auditors for the audit of the annual 18 17
accounts
Marketing contribution paid to Aberdeen 66 50
Professional fees 13 27
Registrars fees 36 36
Pninting, postage and stationery 20 23
Other admimistrative expenses 59 78
293 304

Directors’ remuneration

The Company had no employees during the year {2011 - nil) No pension contributions were paid for Directors (2011 —
£rul) Further details on Directors’ Remuneration can be found in the Directors’ Remuneration Report on page 28

2012 2011
Revenue  Capital Total Revenue Capital Total
Finance costs and borrowings £'000 £'000  £'000 £000 £000 £'000
Bank leans and overdrafts repayable within five years 198 198 396 363 363 726

Taxation

At 31 March 2012 the Company had surplus management expenses and loan relationship debits with a tax value of
£5,487,000 (2011 — £6,396,000) 1n respect of which a deferred tax asset has not been recognised This 1s because the
Company 15 not expected to generate taxable income in a future period in excess of the deductible expenses of that future
period and, accordingly, it 1s unlikely that the Company will be able to reduce future tax Liabiiities through the use of
existing surplus expenses
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The following table is a reconcibiation of current taxation to the charges/credits which would anise if all ordinary activities

were taxed at the standard UK corporation tax rate of 26% (2011 - 28%)

2012 201
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £'000 £'000 £'000
Profit before taxation 3,703 (1.499) 2,204 3,340 3,385 6,725
Taxation of return on ordinary activifies at 962 (390) 572 935 948 1,883
the standard rate of corporation tax
Effects of
UK dividend income not hable to further tax (854) - (854) (874) - (874)
Non taxable stock dividends (18) - (18) (9) - (9)
Tax relief obtained by expenses capitalised 88 {88) - 48 (48) -
Non taxable overseas dwvidends {2) - {2) {4) - {4)
Brought forward management expenses {92) - {92) {142) - (142)
utibised
Current year management expenses not 4 67 71 94 178 272
utilised
Capital losses/(gains) disallowed for the - 323 323 - (1,126) (1,126)
purposes of corporation tax
Taxation charge for the year 88 (88) - 48 (48) -
2012 2011
8 Dividends £'000 £'000
Amounts recognised as distributions to equity holders in the period
Third interim dividend for the year ended 31 March 2011 of 3 0p (2010 891 891
- 30p) per share
Final diwidend for the year ended 31 March 2011 of 3 0p (2010 — 3 00p) 891 891
per share
First two intenm dividends for the year ended 31 March 2012 totalling 1,782 1,781
60p {2011 — 6 Op) per share
Refund of unclaimed dwvidends from previous pernods (8) -
3,556 3,563
3 5% Cumulative Preference shares 2 2

The third intenm dividend of 3 Op for the year to 31 March 2012 paid on 30 Apnl 2012 and the proposed final dividend for
the year to 31 March 2012 payable on 31 July 2012 have not been included as liabilities in these financial statements

We also set out below the total ordinary dividends payable tn respect of the financial year, which is the basis on which the

requirements of Sections 1158-1159 of the Corporation Tax Act 2010 are constdered

2012 201

£'000 £'000
Three intenm dividends for the year ended 31 March 2012 totalling 2,673 2,673
90p {2011 ~ 9 Op) per share
Final proposed dividend for the year ended 31 March 2012 of 30p 891 891
{2011 - 3 Op) per share

3,564 3,564
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Return and net asset value per share
The gans per share are based on the following figures

2012 2011
£000 £'000
Revenue return 3,615 3,292
Capital return (1,411) 3,433
Net return 2,204 6,725
Weighted average number of Ordinary shares 29,697,580 29,697,580

Net asset value per Ordinary share 15 based on net assets attributable to Ordinary shareholders of £57,285,000 (2011 -
£58,639,000) and on the 29,697,580 {2011 — 29,697,580) Qrdinary shares in 1ssue at 31 March 2012

2012 2011
Non current assets — Securities at fair value £000 £'000
Lsted on recogmised stock exchanges
United Kingdom 70,950 74,317
2012 2011
Listed Restricted Listed Restricted
investments  Investments Total investments investments Total
£000 £'000 £'000 £000 £'000 £'000
Cost at 31 March 2011 70,306 141 70,447 70,828 648 71,476
Investment holdings gains/{losses) at 4,011 (141) 3,870 1,723 (176) 1,547
31 March 2011
Far value at 31 March 2011 74317 - 74,317 72,551 472 73,023
Purchases 4,559 - 4,559 4,295 - 4,295
Sales — proceeds (6,736) - (6,736) {6,250) (633) (6,883)
Sales — net realised gains/{losses) 377 (2} 375 1,562 126 1,688
Amortised cost adjustments to debt 99 - 99 (129) - (129)
securities®
Farr value movermnent in the year {1.666) 2 {1,664) 2,288 35 2,323
Fair value at 31 March 2012 70,950 - 70,950 74,317 - 74317
* Charged to capital
2012 2011
Listed Restricted Listed Restricted
investments  investments Total investments investments Total
£'000 £000 £000 £'000 £'000 £'000
Cost at 31 March 2012 68,605 139 68,744 70,306 141 70,447
Investrent haoldings gans/{losses) at 2,345 (139) 2,206 4011 (141) 3,870
31 March 2012
Fair value at 31 March 2012 70,950 - 70,950 74317 - 74317
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2012 2011

Gains/(losses) on investments £'000 £'000
Net realised gains on sales of investments 465 1,695
Call options exercised (90) (7)
Net realised gains on sales 375 1,688
Movement in fair value of investments (1,568) 2,433
Put optiens assigned (s6) {110}
Movement in (depreciation)/appreciation of traded options held (19) 1
(1,308) 4,012

The cost of the exercising of call options and the assigring of put options s the difference between the market price of the
underiying shares and the strike price of the options The premiums earned cn options expired, exercised or assigned of
£264,000 (2011 - £160,000) have been dealt with in the revenue account

The mavement n the fair value of traded option contracts has been calculated in accordance with the accounting policy
stated in note 1{c) and has been charged te the capital reserve

As at 31 March 2012, the Company had pledged collateral equal to 708% of the market value of the traded options in
accordance with standard commercial practice The carrying ameount of financial assets pledged equated to £1,870,000 all
in the form of secunties The collateral position, which has not been adjusted down in line with the reduced traded option
activity, 1s monitored on a daity basis

During the year expenses were incurred in acquiring or disposing of iInvestments classified as fair value through profit or
toss These have been expensed through capital and are included within gams on investments in the Statement of
Comprehensive Income The total costs on the purchases and sales of investments in the year was £19,000 (2011 -
£32,000)

All investments are categonised as held at fair value through profit and loss and were designated as such upon imtial
recognition

At 31 March 2012 the Company held the following investments comprising more than 3% of the class of share capital
held

Class

Country of Number of Class of held

Company incorporation shares held shares held %

Aberdeen Smaller Companies High Income Trust PLC Scotland 4,000,000 ordinary 18 1%

REA Holdings England 996,720 9% cum pref 37%

Ecclestastical Insurance Office England 4,240,000 8 5/8% cum 40%
pref

Royal Sun Alliance England 4,350,000 7 3/8% cum 35%
pref

General Accident Scotland 3,548,000 7875% cum 32%
pref

11 Subsidiary undertakings and subsequent events

As at 31 March 2011, the Company owned the whole of the i1ssued ordinary share capital of its two subsidiary
undertakings, Topshire Limited and Wiston Investment Company Limited, both of which were investment dealing
companies regrstered in England Having not traded in recent years, both companies made an application to the Registrar
of Compantes to be veluntarily struck off during the year to 31 March 2011 and were formally dissolved with an effective
date of 24 May 2011
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2012 2011
Current assets £'000 £'000
Investment sales 8 -
Accrued income & prepayments 783 1,086
Other debtors 10 53
Cash and cash equivalents 3,733 1,981
4,534 3,120
None of the above amounts 15 overdue

2012 2011
Current habilities £'000 £'000
Bank loans 18,000 18,500
Other creditors 169 298
18,199 18,798

Inclided above are the following amounts owed to Aberdeen, the Manager and Secretary
2012 2011
£'000 £'000
Other creditors 79 81

In February 2011 the Company entered into a two year agreement with Scotiabank Europe PLC to provide a loan facility
for up to £20,000,000 Subsequent to this agreement, the facility has been extended to February 2014 At the year end
£18,000,000 had been drawn down at an all-in interest rate of 2 05245% which matured cn 30 April 2012 At 31 May
2012 the principal amount drawn down was £18,000,000 at an ali-in interest rate of 2 02767%, matunng on 29 June

2012

The terms of the Scotiabank Europe faclity contain a covenant that gross borrowings may not exceed one-third of
adjusted net assets The Company met this covenant since inception of the agreement until the date of this Report

2012 201
Called up share capitat Number £'000 Number £'000
Allotted, called up and fully pard
Ordinary shares of 50 pence each 29,657,580 14,849 29,697,580 14,849
3 5% Cumulative Preference shares of £1 each 50,000 50 50,000 50
14,899 14,899

The Company manages Its capitat to ensure that it will be able to continue as a going concem

The capital structure of the Company consists of debt, cash and cash equivalents and equity, comprising 1ssued capital,
reserves and retained earnings Detalls of how the capital 1s managed are exptained in the Directors’ Report

The Company does not have any externally imposed capital requirements

2012 2011
Share premium account £'000 £'000
At 31 March 2012 and 2011 18,840 18,840
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2012 2011
16 Retaned earnings £'000 £'000
Capital reserve
At 31 March 2011 19,107 15,674
Net gains on sales of investments dunng year 375 1,688
Movement in fair value {losses)/gains on investments {1,664} 2,323
Amortised cost adjustment charged to capital a9 {129)
Investment management fees {158) {155)
VAT recoverable on investment management fees - "
Interest on bank loans and overdrafts repayable within five years (198) (363)
Net currency gain - 9
Tax relief obtained by expenses capitalised 88 48
Dissolution of subsidiary 66 -
Traded opticns (19) 1
At 31 March 2012 17,696 19,107
2012 2011
Revenue reserve £'000 £000
At 31 March 2011 5,793 6,066
Revenue 3,615 3,292
Dividends paid (3,558) (3,565)
At 31 March 2012 5,850 5,793

17 Risk management, financial assets and liabilities
Risk management

The Company's objective 15 to provide for shareholders a high level of income, together with growth of both income and

capitat from a portfolio substantially invested in UK eguities

The impact of security price volatility 1s reduced by dwversification Diversification 1s by type of secunity — ordinary shares,
preference shares, convertibles, corporate fixed interest and gilt-edged and by investment in the stocks and shares of
companies n a range of industnal, commercial and financial sectors The management of the portfolio 1s conducted
according to investment gurdelines, established by the Board after discussion with the Manager, which specify the imits

within which the Manager s authorised to act

The Manager has a dedicated investment management process, as disclosed in the Directors' Report on page 19, which

aims to ensure that the investment objective explained on page 3 1s achieved Stock selection pracedures are in place based

cn the active portfolio management and identfication of stocks The portfolio I1s reviewed on a peniodic basts by a Senior

Investment Manager and alsc by the Manager's Investment Comnuttee

The Company’s Manager has an independent Investment Risk department for reviewing the investment risk parameters of
all core equity, batanced, fixed income and alternative asset classes on a regular basis The department reports to the
Manager’s Performance & Investment Risk Committee which s chared by the Manager’s Chief Investment Officer The
department's respansibility 1s to review and monitor ex-ante (predicted) portfolio nsk and style characteristics using best

practice, industry standard multi-factor models

Additionally, the Manager’'s Compliance department continuatly monitors the Company's investment and borrowing

powers and reports to the Manager’s Risk Management Committee

Financial assets and liabitities

The Company's financial assets include investments, cash at bank and short-term debtors Financial Liabilities comprise a
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bank loan and other short-term creditors The Company may from time to time use FTSE options for protection of the loss
of value to the portfolio at modest cost

Gearing

Short-term borrowing consisting of revolving credit facilities from banking institutions 1s also used The gearing risk Is
actively managed and monitored as part of the overall investment strategy The employment of gearing magnifies the
impact on net assets of both positive and negative changes in the value of the Company’s portfolio of investments

The main nisks the Company faces from its financial instruments are (1) market nisk {comprising interest rate nisk, currency
nisk and other price nisk), (it) hiquidity nsk and () credit sk The Company has minimal exposure to foreign currency risk as
it holds only a small amount of foreign currency assets and has no exposure to any foreign currency habihities

The Company Is subject to interest rate risk because bond yields are linked ta underlying bank rates or equivatents, and its
short-term borrowings and cash resources carry interest at floating rates The interest rate profile 1s managed as part of the
overall investment strategy of the Company

(i)  Market risk

The fair value or future cash flows of a financial instrument held by the Company may fluctuate because of
changes in market prices This market risk comprises three elements — interest rate risk, currency risk and other
price nsk

Interest rate risk

Interest rate movements may affect

« the farr vatue of the investments in fixed interest rate securities,
+ the [evel of income recevable on cash deposits, and

* Interest payable on the Company’s variable rate borrowings

The posstble effects on fair value and cash flows that could artse as a result of changes in interest rates are taken
into account when making investment and borrowing decisions

The Board reviews on a regular basis the values of the fixed interest rate securities

Interest rate profile

The interest rate risk profile of the portfolio of financial assets and lrabilities (excluding ordinary shares and
convertibles) at the Balance Sheet date was as follows

Weighted
average
period Weighted
for which average Non—
rate s Interest Fixed Floating interest
fixed rate rate rate bearing
As at 31 March 2012 Years % £000 £'000 £'000
Assets
UK irredeemable preference shares - 701 19,565 - -
Cash - 038 - 3,733 -
Total assets - - 19,565 3,733 -
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Weighted
average
period Weighted
for which average Non-
rate s interest Fixed Floating Interest
fixed rate rate rate bearing
Years % £'000 £'000 £'000
Liabilities
Short-term bank loan 008 205  {18,000) - -
Total labilities - - {18,000) - -
Weighted
average
period Weighted
for which average Non—
rate s interest Fixed Floating interest
fixed rate rate rate bearing
As at 31 March 2011 Years % £'000 £°000 £000
Assets
UK irredeemnable preference shares - 691 19610 - -
UK preference shares 3869 1400 1,685 - -
Cash - 043 - 1,981 -
Total assets - - 21,295 1,981 -~
Liabilities
Short-term bank loan 008 197  (18,500) - -
Total liabilities - - (18,500) - ~

The weighted average interest rate s based on the current yreld of each asset, weighted by 1ts market value The
weighted average \nterest rate on bank loans 1s based on the interest rate payable, weighted by the total value of

the loans

The cash assets consist of cash deposits on call earming interest at prevailing market rates
The UK irredeernable preference shares assets have no matunity date

Short-term debtors and creditors (with the exception of loans) have been excluded from the above tables

Maturity profile

The maturity profite of the Company’s financial assets and financial habilities {excluding convertibles) at the

Balance Sheet date was as follows

Within Within  More than
1year -5 years 5 years
At 31 March 2012 £'000 £'000 £'000
Fixed rate

UK irredeernable preference shares - - 19,565
Short-term banrk loan - {18,000} -
- {18,000) 19,565

Floating rate
Cash 3,733 - -
Total 3,733 (18,000} 19,565

44 Shires Income PLC




Within Within  More than

1 year 1-5 years 5 years
At 31 March 2011 £'000 £000 £000
Fixed rate
UK irredeemable preference shares - - 16,726
UK preference shares - - 4,569
Short-term bank toan - (18,500) -
- (18,500) 21,295
Floating rate
Cash 1,981 - -
Total 1,981 {18,500) 21,295

Interest rate sensitivity

The sensitivity analyses below have been determined based on the exposure to interest rates for both derivative
and non-derivative instruments at the Balance Sheet date and the stipulated change taking place at the beginning
of the financial year and held constant throughout the reporting period in the case of instruments that have
floating rates

If interest rates had been 100 basis ponts higher or lower and all other vanables were held constant, the

Company's

« profit before tax for the year ended 31 March 2012 would increase/decrease by £37,000 (2011~ £20,000} This
1s mamly attributable to the Company's exposure to interest rates on its floating rate cash balances These
figures have been calculated based on cash positions at each year end

- profit before tax for the year ended 31 March 2012 would increase/decrease by £1,076,000 (2011 -

increase/decrease by £517,000) This is also mainly attributable to the Company’s exposure to interest rates on
its fixed interest secunities This 1s based on a Value at Risk ('VaR') caleulated at a 99% confidence tevel

In the opinion of the Directors, the above sensitivity analyses are not representative of the year as a whole, since
the level of exposure changes frequently as part of the interest rate nsk management process used to meet the
Company's abjectives The risk parameters used will also fluctuate depending on the current market perception

Other price risk

Other price nisks (ie changes n market prices other than those ansing from interest rate or currency risk) may
affect the value of the quoted investments

It 1s the Board's policy to hold an appropriate spread of investments in the portfolio in order to reduce the risk
ansing from factors specific to a particular sector The allocation of assets to specific sectors and the stock
selection process, as detailed on page 19, both act to reduce market nisk The Manager actively monitors market
prices throughout the year and reports to the Board, which meets regularly in order to review investment strategy
The investments held by the Company are listed on the London Stock Exchange

Other price sensitivity

If market prices at the Balance Sheet date had been 10% higher or lower while all other varables remained
constant, the profit before tax attributable to Ordinary sharehaolders for the year ended 31 March 2012 would
have increased/decreased by £5,008,000 {2011 — increase/decrease of £5,169,000) This 1s based on the
Company's equity portfolio held at each year end

(M Liquidity nisk

Thus 15 the nsk that the Company will encounter difficulty in meeting obligations asscciated with financial
liabitities
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Liquidity risk is not considered to be significant as the Company’s assets comprise manly readily realisable
securnities, which can be sold to meet funding commitments If necessary Short-term flexibility 1s achieved through

the use of a revolving credit facility (note 13)

(iii) Creditrisk

This s failure of the counter party to a transaction to discharge 1ts obligations under that transaction that could

result in the Company suffering a loss

The nisk 15 not considered to be significant as 1t 1s actively managed as foliows

+ where the Investment Manager makes an investment in a bond, corporate or otherwise, the credit rating of the
1ssuer 15 taken into account so as to minimise the nsk to the Company of default,

- nvestments in quoted bonds are made across a variety of industry sectors so as to avoid concentrations of credit

risk,

.

transactions involving derivatives are entered into only with investment banks, the credit rating of which is taken
into account so as to mimimise the nsk to the Company of default,

Iinvestrment transactions are carried out with a large number of brokers, whose credit-standing 1s reviewed

periodically by the investment manager, and imits are set on the amount that may be due from any one

broker,

- the nisk of counterparty exposure due to failed trades causing a loss to the Company 1s mitigated by the review
of failed trade reports on a daily basis In addition, both stock and cash reconciliatiens to Custodian’s records are
performed on a daily basis to ensure discrepancies are investigated on a timely basis The Manager's Compliance
department carries out peniodic reviews of the Custadian’s operations and reports its finding to the Manager's
Risk Management and to the Board of the Company This review will also include checks on the maintenance and

secunty of investments held,

transactions involving dervatives, structured notes and other arrangements wherein the creditworthiness of the

entity acting as broker or counterparty to the transaction is likely to be of sustained interest are subject to
ngorous assessment by the Investrnent Manager of the credit worthiness of that counterparty The Company's
aggregate exposure to each such counterparty is monitored regularly by the Board, and

« cash s held only with reputable banks with hugh quality external credit enhancements

it 1s the Manager’s policy to trade only with A- and above {Long Term rated) and A-1/P-1 (Short Term rated)

counterparties

None of the Company's financial assets are secured by collateral or ather credit enhancements

Credit nsk exposure

In summary, compared to the amounts in the Balance Sheet, the maximum exposure to credit nsk at 31 March

2012 was as follows

2012 2011
Balance Maximum Balance  Maximum
Sheet  exposure Sheet  exposure
£'000 £'000 £000 £'000
Non-current assets
Securities at fair value through profit or loss 70,950 70,950 74,317 74,317
Current assets
Trade and other receivables 18 18 53 53
Accrued income 783 783 1,086 1,086
Cash and cash equivalents 3,733 3733 1,981 1,981
75,484 75,484 77,437 77,437

None of the Company’s financial assets is past due or impaired
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Fair value of financial assets and liabilities

The book value of cash at bank and bank loans and overdrafts included in these financial statements approximate
to fair value because of their short-term matunty Investments held as dealing investments are valued at fair
value The carrying values of fixed asset investments are stated at thewr fair values, which have been determined
with reference to quoted market prices For details of bond maturities and interest rates, see page 14 Traded
options contracts are valued at fair value which have been deterrmined with reference to quoted market values of
the contracts The contracts are tradeable on a recogrised exchange For alt other short-term debtors and
creditors, their book values approximate to fair values because of their short-term maturity

18 Fair value hierarchy

IFRS 7 'Financial Instruments Disclosures’ require an entity to classify far value measurements using a fair value hierarchy
that reflects the significance of the inputs used in making the measurements The fair value hierarchy shall have the
following levels

» Level 1 quoted prices {(unadjusted) in active markets for identical assets or habilities,

» Level 2 inputs other than quoted prices included within Level 1 that are observable for the assets or bability, either
directly (1e as prices) or indirectly (1e derived from prices), and

» Level 3 inputs for the asset or lability that are not based on observable market data (unobservable inputs)

The financial assets and lLiabilities measured at fair value in the statement of financial position are grouped into the fair
value hierarchy at 371 March 2012 as follows

Level 1 Level 2 Level 3 Total
Note £000 £'000 £'000 £'000
Financial assets at fair value through profit or loss
Quoted equities a) 70,950 - - 70,850
Financial habilities at fair value through profit or loss
Dervatives b} (59) - - (59)
Net fair value 70,891 - - 70,891

a) Quoted equities |
The fair value of the Company’s investments in quoted equities has been determined by reference to their quoted bid

prices at the reporting date Quoted equities included in Fair Value Level 1 are actively traded on recognised stock

exchanges

b) Derivatives

The fair value of the Cempany’s investments in denvatives has been determined using observable market inputs on an
exchange traded basis and therefore have been classed as Level 1
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Marketing

Shires Income PLC contributes to the marketing programme
run by Aberdeen Asset Managers Limited ("Aberdeen”) on
behalf of a number of investment trusts under 1ts
management Under this agreement the Company's
contribution 1s matched by Aberdeen This contribution 1s
reviewed annually

The purpose of the Programme s to communicate effectively
with existing shareholders and attract new shareholders, thus
improving liquidity and thereby enhancing the value and
rating of the Company’s shares Aberdeen’s experience has
also shown that well targeted marketing of the Company’s
investment merits through packaged products, whether
singly, or in conjunction with other trusts run by Aberdeen,
can be a cost-effective way of gaining new investors

These aims can be met in several ways

Investor Relations Programme

Aberdeen runs an investor relations programme to existing
and prospective institutional investors in investment trusts
Each month institutional investors and prospects receive a
Manager’s report on your Company that includes detailed

performance analysis

Group Schemes

The Aberdeen Group admunisters several savings schemes
including the Share Plan, ISA and the Children’s Plan These
schemes allow investment at lower costs and have proved
popular with private investors

Direct Response Advertising

Aberdeen advertise the packaged product avaitability of the
Company 1n the specialist financial press

Direct Mail

Periodic mail shots of information packs tviting named
addressees to respond 1s a low cost method of building
awareness and investor databases Target groups include
existing holders of other Aberdeen investment trusts as well
as known buyers of investment trusts

Newsletter

‘The Bulletin’ newsletter, an informed commentary on
markets and investment trusts managed by Aberdeen, 1s
distributed free of charge

Public Relations

Aberdeen undertakes to brief journalists, write regularly
through placed articles and ensure Company results and any
corporate activity are brought to public attention
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Shareholder Services

Aberdeen runs an mvestment help desk for retail enquirers
and investors Enquirers or investors will be sent any relevant
Iiterature on request and have quenes answered
immediately The Marketing Programme 1s under the
direction of Aberdeen's Group Head of Marketing, who has
considerable experience in the marketing and
communications of investment products He 1s supported by
a team of marketing professionals

Internet

The Company has its own dedicated website at

www shiresincome co uk This allows web users to access
information on the Company's share price performance,
capital structure, stock exchange announcements and
monthly reports

The Company 1s committed to the close monitoning of the
Marketing Programme The Group Head of Marketing reports
to the Board and provides a written summary quarterly

If you have any questions about your Company, the Manager
or performance, please telephone Aberdeen’s Investor
Services Department on 0500 00 00 40 Alternatively,
Internet users may e-mail inv trusts@aberdeen-asset com or
write to Aberdeen Investment Trusts, PO Box 11020,
Chetmsford, Essex, CM99 2D8




How to Invest in Shires Income PLC

Direct

Investors can buy and sell shares directly through a
stockbroker or indirectly through a lawyer, accountant or
other professional adviser Alternatively shares can be
bought directly through Aberdeen’s Investment Plan for
Children, Aberdeen's Investment Trust Share Plan and
Investment Trust ISA

Aberdeen’s Investment Plan for Children

Aberdeen Asset Managers Limited {“Aberdeen”) runs an
Investment Plan far Children (the “Children’s Plan”) which
covers a number of investment companies under 1ts
management including Shires income PLC Anyone can invest
in the Children’s Plan, including parents, grandparents and
family friends All investments are free of dealing charges on
the imitial purchase of shares, although investors will suffer
the bid-offer spread, which can, on some occasions, be a
significant amount Lump sum investments start at £150 per
trust, while regular savers may invest from £30 per month
Investors simply pay Government Stamp Duty (currently

0 5%} on entry Selling costs are £10 + VAT There s no
restriction on how long an investor need invest in the
Children’s Plan, and regular savers can step or suspend
participation by tnstructing Aberdeen in writing at any time
In common with other schemes of this type, all iInvestments
are held in nominee accounts

Aberdeen’s Investment Trust Share Plan

Aberdeen runs a Share Plan (the “Plan”) through which
shares in Shires Income PLC can be purchased There are no
dealing charges on the initial purchase of shares, although
investors will suffer the bid-offer spread, which can, on some
occasions, be a significant amount Lump sum investments
start at £250, while regular savers may invest from £100 per
month Investors simply pay Government Stamp Duty
{currently 0 5%) on entry Selling costs are £10 + VAT There
15 no restriction on how long an nvestor need invest in a
Plan, and regular savers can stop or suspend participation by
instructing Aberdeen in wnting at any time in common with
other schemes of this type, all investments are held in
nominee accounts Investors have full voting and other nghts
of share ownership

Stocks and Shares ISA

An investment of up to £11,280 in Shires Income PLC can be
made through Aberdeen’s Stocks and Shares ISA in the tax
year 2012/2013

There are no brokerage or imitial charges for the 15A, although
investors will suffer the bid-offer spread, which can, on some
accasions, be a significant amount Investors only pay
Government Stamp Duty (currently 0 5%) on purchases
Selling costs are £15 + VAT The annual ISA administration

charge 1s £24 + VAT calculated annually and deducted on 31
March (or the last business day in March) erther by direct
debit or, if there 1s no valid direct debit mandate in place,
from the available cash in the Plan prior to the distributton or
reinvestment of any income, or, where there is insufficient
cash in the Plan, from the sale of investments held in the
Plan Under current legislation, investments in ISAs can grow
free of capital gains tax

ISA Transfer

You can choose to transfer previous tax year investments to
Aberdeen which can be invested in Shires Income PLC while
retaining your ISA wrapper The muimmum lump sum for an
1SA transfer 1s £1,000 and s subject to a mimimum per trust
of £250

Note

Please remember that past performance 1s not a guide to the
future Stock market and currency movements may cause
the value of shares and the income from them to fall as well
as nse and investors may not get back the amount they
onginally invested

As with all equity investments, the value of investment trusts
purchased will immediately be reduced by the difference
between the buying and selling prices of the shares, the
market maker’s spread

Investors should further bear in mind that the value of any
tax relief will depend on the individual circumstances of the
investor and that tax rates and reliefs, as well as the tax
treatment of 1SAs, may be changed by future legislation

Company Information

1f tnvestors would like details of Shires Income PLC or
information on the Children’s Plan, Share Plan, or ISA please
telephone 0500 00 Q0 40 ar wnite to Aberdeen Investment
Trusts, PO Box 11020, Chelmsford, Essex, CM99 20B or e-
mail inv trusts@aberdeen-asset com Details are also
available on www invtrusts co uk

Literature Request Service

For literature and application forms for the Manager’s
investment trust products, please contact

Telephone 0500 00 00 40

Email aam@lit-request com
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How to Invest in Shires Income PLC continued

Keeping You Informed

The Company’s share price appears under the heading
‘Investment Companies’ in the Financial Times, and other
national newspapers

For internet users, detailed data on Shires Income PLC,
including price, performance information and a monthly fact
sheet is availlable from the Company’s website

(www shiresincome co uk) and the TrustNet website

(www trustnet co uk) Alternatively you can call 0500 00 00
40 for trust information

Contact

For information an Shires Income PLC and for any
administrative queries relating to the Investment Plan for
Children, Share Plan, ISA or ISA transfer please contact

Aberdeen Investment Trusts

PO Box 11020

Chelmsford

Essex, CM99 2DB

Telephane 0500 0000 40

Email inv trusts@aberdeen-asset com

Alternatively If you have an admimstrative query which
relates to a certificated holding, please contact the Registrar
as follows

Equiniti Limited

Aspect House

Spencer Road, Lancing

West Sussex BN99 6DA
Telephone 0871 384 2508*

| Textphone 0871 384 2255*

| Website www shareview co uk
]

* Calls to this/these numbers are charged at 8p per minute
from a BT landline, other providers’ costs may vary Lines are
open 830 am to 530 pm, Monday to Friday

Tel International +44 121 415 7047

The above information has been approved for the purposes
of Section 21 of the Finanaial Services and Markets Act 2000
by Aberdeen Asset Managers Limited which 1s authorised and
regulated by the Financial Services Authonty
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Glossary of Terms and Definitions

Benchmark

A market index, which averages the performance of the share
prices of companies in any given sector, thus providing an
indication of movements in the stockmarket The benchmark
used in this Annual Report 1s the FTSE All-Share Index, a
recognised and respected index, which measures the
performance of the largest 750 quoted UK companies

Convertibles
Fixed income securities, which can be converted into equity
shares at a future date

Discount

The amount by which the market price per share of an
nvestment trust is lower than the net asset vatue per share
The discount 1s normally expressed as a percentage of the
net asset value per share

Dividend Cover
Earnings per share divided by didends per share expressed
as aratio

Dividend Yield
The annual dividend expressed as a percentage of the share
price

Gearing

Total gearing 1s the proportion of the Company’s net assets
financed by borrowings [t 1s used to increase exposure to
secunties, with the aim of magnifying the impact on net
assets of nses in the value of the portfolio, and to augment
the investment base from which income 15 received The
employment of geanng magnifies the impact on net assets
of both positive and negative changes in the value of the
portfolio of investments

Equity geanng s the sum of the investments in ordinary
shares, both listed and unhisted and convertibles expressed as
a proportion of the Company’s net assets

Net Asset Value

The value of total assets less hiabihities Liabilities for this
purpose included current and long-term habilities The net
asset value dwided by the number of shares in 1ssue produces
the net asset value per share

Premium

The amount by which the market price per share of an
Investment trust exceeds the net asset value per share The
premium is normally expressed as a percentage of the net
asset value per share

Preference Shares

These entitle the holder to a fixed rate of dividend out of the
profits of the Company, to be paid in prionty to other classes
of shareholder

Prior Charges

The name given to all borrowings including debentures, loan
and short-term {oans and overdrafts that are to be used for
investment purposes, reciprocal foreign currency loans,
currency facilities to the extent that they are drawn down,
index-linked securities, and all types of preference or
preferred capital and the income shares of split capital trusts,
irrespective of the time until repayment

Total Expense Ratio

Ratio of expenses as percentage of average shareholders’
funds calculated as per the industry standard Lipper Fitzrovia
method

Total Return

Total Return involves reinvesting the net dvidend in the
month that the share price goes xd The NAV Total Return
involves investing the same net dividend in the NAV of the
trust on the date to which that dvidend was earned, e g
quarter end, half year or year end date
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the eighty fourth Annual General Meeting of the Members of Shires Income PLC (“the
Company”) will be held at the offices of Aberdeen Asset Management PLC, Bow Bells House, 1 Bread Street, London, EC4M
9HH on Thursday 19 July 2012 at 12 noon to transact the following business

To consider and, if thought fit, pass the following as ordinary resolutions-

1

[V, I N UV A ]

()]

To recewve and adopt the Directors’ Report and audited financiat statements of the Company for the year ended 31 March
2012 together with the Auditor’s Report thereon

To receive and adopt the Directors’ Remuneration Report for the year ended 31 March 2012
To approve a final dividend of 3 Op per Ordinary share in respect of the year ended 31 March 2012
To re-appoint Mr M D Couve as a Director of the Company

To re-appoint KPMG Audit Plc as auditor of the Company to hold office from the conclusion of the Meeting to the
conclusion of the next meeting at which accounts are laid before the Company

To authorise the Directors to determine the remuneration of KPMG Audit Plc as auditor of the Company

That, in substitution for any pre-existing power to allot or grant rights to subscribe for or to convert any secunty into
shares 1n the Company, but without prejudice to the exercise of any such authority prior to the date of this resolution, the
Directors be and are hereby generally and unconditionally authenised in accordance with section 557 of the Companies
Act 2006 to exercise all the powers of the Company to allot shares in the Company (“relevant secunities”) up to an
aggregate nominal amount of £4,949,102, being equal to approximately one third of the Ordinary shares in 1ssue, such
authority to expire on 30 September 2013 or, if earkier, at the concluston of the next Annual General Meeting of the
Company to be held after the passing of this resolution, unless previously revoked, varred or extended by the Campany in
general meeting, save that the Company may, at any time prior to the expiry of such authority, make an offer or enter into
an agreement which would or might require relevant secunties to be allotted after the expiry of such authonty, and the
Directors may allot relevant securittes in pursuance of such an offer or agreement as if such authonty had not expired

To consider and, if thought fit, pass the following as special resolutions:
8 That, subject to the passing of resolution 7 in the notice convening the meeting at which this resolution ts to be proposed

{the "notice of meeting”) and in substitution for all existing powers, the Directors be and are hereby generally empowered
pursuant to section 570 of the Companies Act 2006 (the “Act”) to allot equity secunities (as defined in section 560 (1) of
the Act) for cash pursuant to the authority under section 551 of the Act conferred by resolution 7 in the notice of meeting
as if section 561 of the Act did not apply to any such atlotment, provided that this power

(1) expires on 30 September 2013 or, if earlier, at the conclusion of the next Annual General Meeting of the Company,
but the Company may make an offer or agreement which would or rught require equity secunities to be allotted after
expiry of this power and the Directors may allot equity securities in pursuance of that offer or agreement as if that
power had not expired, and

{n) shall be imited to the allotment of equity securities for cash up to an aggregate norminal amount of £1,484,878 being
equal to approximately 10% of the Ordinary shares in 1ssue

This power apphes in relatron to the sale of shares whuch 15 an allotment of equity secunties that immediately before the
allotment are held by the Company as treasury shares as «f in the opening paragraph of this resolution the words “subject
to the passing of resolution 7 in the notice convening the meeting at which this resolution s to be proposed (“the notice
of meeting”)” and “pursuant to the authority under section 551 of the Act conferred by resolution 8 in the notice of
meeting” were omitted

That, in substitution for any existing authonty but without prejudice to the exercise of any such authonty prior to the date
hereof, the Company be generaily and unconditionally authorised, in accordance with section 701 of the Companies Act
2006 (the “Act”), to make market purchases (within the mearning of section 693(4) of the Act) of fully paid Ordinary
shares of 50p each in the capital of the Company (“shares”} provided that

{1} the maxairum aggregate nominal value of the Ordinary shares hereby authorised ta be purchased shall be imited to
£2,225,833 being equal to approximately 14 99% of the 1ssued Ordinary share capital of the Company as at the date
of the passing of this resolution,

{n) the mimimum price which may be paid for a share shall be 50p (exctusive of expenses},
{m) the maximum price (exclusive of expenses) which may be paid for a share shall be an amount being not more than the
higher of (1) 105% of the average of the middle market quotations (as derived from the Daily Official List of the
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London Stock Exchange) for the shares for the five business days immediately preceding the date of purchase and (1)
the higher of the price of the last independent trade and the highest current independent bid relating to a share on the
trading venue where the purchase is carried out, and

{rv) unless previously varied, revoked or renewed, the authonity hereby conferred shall expire on 30 September 2013 or, If
earlier, at the conclusion of the next Annual General Meeting of the Company to be held after the passing of this
resolution, save that the Company may, at any time prior to such expiry, enter inte a contract or contracts to
purchase shares under such authonty which would or might be completed or executed whelly or partly after the
expiration of such authonty and may make a purchase of shares pursuant to any such contract or contracts as if the
authority conferred hereby had not expired

10 That a general meeting of the Company other than an Annual General Meeting may be called on not less than 14 clear
days’ notice provided that thes authonity shalt expire at the concluston of the next Annual General Meeting of the
Company to be held after the passing of this resclution

By order of the Board
Aberdeen Asset Management PLC
Secretary 13 June 2012

Notes:

(1) A members entitled to appoint a proxy or proxies to exercise all or any of their nghts to attend, speak and vote on their
behalf A proxy need not be a member of the Company A member may appoint more than one proxy provided each
proxy 1s appointed to exercise nights attached to different shares A member may not appoint more than one proxy to
exercise nights attached to any cne share If a member wishes to appoint more than one proxy, they should contact the
Company’s Registrars an 0871 384 2508 (Calls to this number are charged at 8p per minute from a BT landline, other
providers’ costs may vary Lines are open 830 am to 530 p m, Monday to Fnday) The Equiniti overseas helpline
number is +44 121 415 7047

{n} A form of proxy for use by members is enclosed with these accounts Completion and return of the form of proxy will not
prevent any member from attending the meeting and voting in person To be valid, the form of proxy should be lodged,
together with any power of attorney or other authonty (if any) under which 1t 1s signed or a notanially certified copy of
such power or authonity, at the address stated thereon, so as to be recewved not less than 48 hours (excluding non-
working days) before the time of the meeting

{m) In accordance with Regulation 41 of the Uncertificated Secunties Regulations 2001, to have the night to attend and vote
at the Meeting a member must first have his or her name entered in the Company’s register of members at 600 pm on
17 July 2012 (or, in the event that the Meeting 1s adjourned, at 6 00 p m on the day which is two business days before
the time of the adjourned meeting) Changes to entries on that register after that time shall be disregarded in
determining the rights of any member to attend and vote at the Meeting

{iv) CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do
so by using the procedures described in the CREST Manual and by logging on to the website www eurcclear com/CREST
CREST personal members or other CREST sponsored members, and those CREST members who have appointed a voting
service provider(s), should refer to their CREST sponsor or voting service provider(s), who will be able to take the
appropriate action on their behatf

(v} In order for a proxy appointment or instruction made using the CREST service to be valid, the appropnate CREST message
{a "CREST Proxy Instruction”) must be properly authenticated in accordance with Euroclear UK & Ireland Limited’s
specifications, and must contain the information required for such instruction, as described in the CREST Manual The
message, regardless of whether 1t constitutes the appomntment of a proxy or 1s an amendment to the instruction given to
a previously appointed proxy must, in order to be valid, be transrutted so as to be recerved by the Company’s Registrar
{ID RA19) not less than 48 hours (excluding non-working days) before the time of the meeting or any adjournment For
this purpose, the time of receipt will be taken to be the time {as determined by the timestamp applied to the message by
the CREST Application Host) from which the Company’s Registrar s able to retneve the message by enquiry to CREST in
the manner prescribed by CREST After this time any change of instructions to proxies appointed through CREST should
be communicated to the appointee through other means

(v} CREST members and, where applicable, their CREST sponsors, or voting service providers should note that Euroclear UK &
ireland Limited does not make available special procedures in CREST for any particular message Normal system timings
and limitations will, therefore, apply in retation to the input of CREST Proxy Instructions 1t 1s the responsibility of the
CREST member concerned to take {or, If the CREST member 1s 2 CREST personal member, or sponsored member, or has
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Notice of Annual General Meeting continued

appointed a voting service provider(s), to procure that tus CREST sponsor or voting service provider(s) take(s)) such action
as shall be necessary to ensure that a message Is transmitted by means of the CREST system by any particutar time In
this connection, CREST members and, where applicable, their CREST sponsors or voting system providers are referred, in
particular, to those sections of the CREST Manual concerning practical imitations of the CREST system and timings

(vu) The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the
Uncertificated Secunties Regulations 2001

(vin) The rnight to appoint a proxy does nat apply to persons whose shares are held on their behalf by another person and who
have been nominated to receve communications from the Company in accordance with section 146 of the Companies
Act 2006 (“nominated persons”) Nominated persons may have a right under an agreement with the member who holds
the shares on ther behalf to be appointed (or to have someone else appointed) as a proxy Alternatively, if nominated
persons do not have such a nght, or do not wish to exercise it, they may have a nght under such an agreement to give
Instructions to the person holding the shares as to the exercise of voting nghts The statement of the nghts of members
in relation to the appointment of proxies in notes 1) and i) above does not apply to Nominated Persons The rnights
described in these notes can only be exercised by members of the Company

(1x) No Director has a service contract with the Company but copies of Directors’ letters of appointment will be available for
inspection at the registered office of the Company during normal business hours on any weekday (Saturdays, Sundays
and Scottish public holidays excepted) from the date of this notice and for at least 15 minutes prior to the Meeting and
during the Meeting

(x) As at close of business on & June 2012 (being the latest practicable date prior to publication of this document), the
Company’s tssued share capital compnsed 29,697,580 Ordinary shares of 50p each The total numnber of voting nights in
the Cornpany as at 6 June 2012 1s 29,697,580

(x1} Any person holding 3% of the total voting rights in the Company who appoints a person other than the Chairman as his
proxy will need to ensure that both he and such third party complies with their respective disclosure obligations under
the UK Disclosure and Transparency Rules

{xn) Any corporation which 1s a shareholder can appoint one or more corporate representatives who may exercise on its
behalf all of 1ts powers as a shareholder provided that they do not do so in relation to the same shares

{xm) The members of the Company may require the Company to publish, on its website, a statement setting out any matter
relating to the audit of the Company’s accounts, including the Auditor’s Report and the conduct of the audit, which they
intend to raise at the next meeting of the Company The Company will be required to do so once it has recerved such
requests from either (1) members representing at least 5% of the total voting rights of the Company or (i} at least 100
members who have a relevant right to vote and hold shares in the Company on which there has been paid up an average
sum per member of at least £100 Such requests must be made in wnting and must state your full name and address,
and be sent to the Company Secretary, Shires incorne PLC, 40 Princes Street, Edinburgh EH2 2BY

{xnv} Information regarding the Meeting, including information required by section 3114 of the Companies Act 2006, 15
available from the Company's website, www shiresincome co uk

{xv} Under section 319A of the Companies Act 2006, the Company must answer any question relating to the business being
dealt with at the Meeting put by a member attending the Meeting unless
a) answering the question would interfere unduly with the preparation for the Meeting or involve the disclosure of

confidential information,

b) the answer has already been given on a website in the form of an answer to a question, or
¢} 1t s undesirable in the interests of the Company or the good order of the Meeting that the question be answered

(xvi} Shareholders are advised that, unless otherwise stated, any telephone number, website or e-mail address which may be
set out n this notice of Annual General Meeting or in any related documents {including the proxy form) 1s not to be used
for the purposes of serving informaticn or documents on, or otherwise communicating with, the Company for any
purposes other than those expressly stated

(xvu) There are special arrangements for holders of shares through the Aberdeen's investment Plan for Children, Aberdeen's
investment Trust Share Plan and Investment Trust ISA These are explained in the 'Letter of Direction’ which such holders
will have received with this report

54 Shires Income PLC




Corporate Information

Manager

Aberdeen Asset Managers Limited
40 Princes Street

Edinburgh

EHZ 2BY

Company Secretary

Aberdeen Asset Management PLC
40 Painces Street

Edinburgh

EHZ 2BY

Registered Office

Aberdeen Asset Management PLC
Bow Bells House

1 Bread Street

London

EC4M SHH

Auditor
KPMG Audit Pic

Solicitors
Maclay Murray & Spens LLP

Stockbroker
] P Morgan Cazenove Limited

Registrars

Equinuti Limited

Aspect House

Spencer Road

Lancing

West Sussex BNSS 6DA
Telephone 0871 384 2508

Company Registration Number
00386561 (England)

Website
www shiresincome co uk

Shires income PLC 55




