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Net asset value per share

+0.8%

(after deducting borrowings at fair value)

Share price
Benchmark

+2.4%
-2.7%

ompany Summary

illie Gifford Japan’s objective is to pursue long term capital growth principally
rough investment in medium to smaller sized Japanese companies.

vestment Policy

Baillie Gifford Japan Trusi PLC aims 1o achieve long term capitol
wih principelly through invesiment in medium to smaller sized
anese companies which are believed to have above cverage
spects for growth, although it invesis in larger companies when
nsidered oppropriate.

rther details of the investment policy are given in the Directors’

e portfolic benchmark against which performance is measured is
= TOPIX tofal refurn (in sterling lerms).

hanagement Details

hillie Gifford & Co are appoinied as investment managers and
berelaries 1o the Company. The management confract can be
baninated on six monihs' naiice.

apital Structure

i the year end the Company's share capital consisted of
1,935,000 fully paid ordinary shares of 5p eoch. The Company
urrently has powers to buy back shares at a discount to net asset
alue per share [NAV) for cancellation or refention as treasury shares
bs wel! as to issue shares/sell reosury shares at @ premium 1o NAV.

Management Fee

Baillie GiHford & Co's annuat remuneration is 1.0% of the net assets
of the Company atiributable 1o its shareholders, caleuloted on @
guarterly basis.

Savings Vehicles
Baillie Gifford Japan shares can be held through a variety of savings
vehicles (see page 47 for defails).

AlC

The Company is o member of the Association of Investment
Companies.

Continuance Vote

The Company’s Articles of Association give shareholders the right to
vote annually ai the Annual General Meeting on whether to continue
the Company.

Notes

None of the views expressed in this document should be construed
as odvice to buy or sell a particular invesiment.

lavestmen trusts are UK public listed companies and s such comply
with the requirements of the UK Listing Authority. They are not
authorised or regulated by the Financial Services Authority.
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ne Year Summary

31 August 31 August
2012 2011 % change
tal assets {before deduction of berk loans) £163.1m £162.2m
nk loans £28.5m £28.5m
areholders’ funds £134.6m £132.7m
et osset value per share {after deducting borrowings at fair value) 216.6p 215.2p 0.8
et asset value per share [affer deducting borrowings af par volue 217.3p 215.9p 0.6
are price 197 Op 192.4p 2.4
PIX total return (in sterling terms) (2.7
n/sterling exchange rate 124.4 124.5 0.1
venue eamings per ordinary share 1.25p 0.38p
ngoing charges 1.20% 1.27%
iscount {borrowings at fair value) 9.2% 10.6%
iscount {borrowings at par value) 9.2% 10.9%
ar to 31 August 2012 2012 2011 2011
ar's high and low High Low High Low
ei asset value per share [ofter deducting borrowings o fair value) 228.7p 200.3p 237.5p 180.6p
et asset value per share [ofter deducting borrowings at par value) 229.3p 201.0p 237.6p 181.2p
hare price 209.5p 178.5p 214.5p 153.8p
iscount {borrowings at fair value] 5.6% 13.8% 3.6% 18.5%
iscount {borrowings at par value) 5.4% 13.4% 3.9% 18.6%
31 August 31 August
2012 2011
eturn per ordinary share
evanue 1.25p 0.38p
apital 0.17p 27.99p
fotal 1.42p 28.37p

One Year Performance
figures rebased to 100 at 31 Augusi 2011)

Post performance is not o guide to future performance.
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ve Year Summary

e following charts indicate how an investment in Baillie Gifford Japan has
rformed relative to its benchmark and its underlying net asset value over the five
ar period to 31 August 2012.

ear Performance Premium/(Discount) to Net Asset Value
res rebased to 100 of 31 August 2007) figures plotted on a monthly basis)

nual Change in Net Asset Value Annual Change in Net Asset Value

d Share Price and Share Price relative to the

Benchmark™® (in sterling terms)

Past performance is not a guide io future performonce.

kOn 1 September 2009, the benchmark wos changed 1o TOPKX tetal return fin sterfing terms} from TOPIX capital retum (in sterling terms). For the purposes of ihe relevant
charts above, the retusns on both benchmarks for their respective periods have been linked 1o form ¢ single benchmark,
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en Year Record

pital
Net asset value
Total Bank Shareholders’ per share Share
ossets loans funds at par ” price Discount 1

August £'000 £°000 £'000 <] P %
02 Q2,677 14,176 78,501 124.0 105.0 15.3
3 106,088 19,506 86,582 139.8 124.0 11.3
4 124,590 20,767 103,823 167.6 151.8 0.4
5 148,613 25,515 123,098 198.8 194.8 20
175,022 27,343 147,679 238.4 234.3 1.7
7 163,115 26,945 136,170 2199 207.8 5.5
8 138,168 26,775 111,393 179.9 160.0 i1
138,775 23,481 115,294 186.2 153.3 17.7
10 143,641 27,508 116,133 187.5 152.8 18.0
11 162,218 28,511 133,707 2159 192.4 10.9
12 163,131 28,544 134,587 217.3 197.0 2.3

et asset value per ordinary share has been colculated after deducting borrowings at par value.
iscount is the difference between Baillie Giftord Japan’s quoted share price and s underlying net asset value (ot parl expressed as a percentage of net asset value.

evenue Gearing Ratios
Available Revenue

Gross for ordinary earnings per Ongoing Actual Potential
or to revenve shareholders ordinary share charges # gearing § gearing
1 August £'000 £000 p %
002 808 {477) i0.75) 1.21 114 118
003 797 {357) i0.57) 1.09 122 123
004 Q45 {579) 0.93) 1.26 109 120
005 1,398 {350) (©.58) 1.23 120 121
Q06 1,728 1593 {0.96) 1.20 15 119
007 1,844 1326 {0.52) 1.16 118 120
008 2,185 2446 040 1.17 115 124
009 2,422 532 0.86 1.09 115 120
e 2,605 447 072 1.23 118 124
Q11 2,664 238 0.38 1.27 118 121
012 3,251 777 1.25 1.20 119 121

Ratio of total operating costs 1o average shareholders’ funds. The 2008 figure excludes the impact of VAT on management fees recovered.
Total assets {including all delst used for investiment purposes tess all cash and fixed interest securities held as  substiute for cesh divided by shareholders’ funds.
Total assets fincluding all debt used for investment purposes) divided by shareholders’ funds.

umulative Performance {taking 2002 as 100)

Net asset value

t per share Share

1 August [at par) Price Benchmark §
2002 100 100 100
2003 113 118 108
2004 135 145 114
2005 160 185 127
2006 192 223 146
2007 177 198 137
2008 145 152 126
2009 150 146 127
2010 151 146 127
2011 174 183 128
2012 175 188 125
Compound annual returns
5 year (0.2%) (1.1%) [1.9%
1C year 5.8% 6.5% 2.3%
§On 1 September 2009, the Company changed its benchmark to TOPIX tofal return from TOPIX cepital return. Previously, on 1 Seplember 2003 the benchmark

changed from 75% TOPIX/25% Tokyo Stock Exchange Second Section Index o 100% TOPIX copital return. For the purposes of the above table the returns on the
benchmarks for their respective periods have been linked to form a single benchmark.

Past gerformance is not a guide to future performance.
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airman’s Statement

er the year your Company’s net asset value rose by 0.8%, outperforming the 2.7% loss of the
nchmark TOPIX index (in sterling terms) total return. The market level varied by a remarkably

all amount over the year (12.1% from high point to low point) given the forces battering

anese companies: namely a slowdown in China, problems in the eurozone, recovering company

fits and a strong yen.

ck selection over the year was again good but gearing defracled
hily from the performance. Further performance detaiis can be
nd in the Managers' Report on pages 7 1o 9.

siment income increased by a remarkable 22% over the year
ecting higher dividends. Expenses decreased slighily. Overall
enue goin per share was 1.25p. No dividerd is payoble os the
enue ieserve remains in deficit.

aring

t gearing amounted to 18% of net assets af the start of the year
d ended the year at 19%. With the low cost of yen loans we
lieve that borrowing to invest in Jopanese equities is a sensible
tegy. Gross borrowings remain at 3.55bn yen.

are Capital
e Company did nol exercise its share buy back powers during the
ar; however, your Bocrd believes that it is important that the
mpany retains this power and so, at the Annucl General
eeling, it is seeking to renew this facility. The Company clso has
thority to issue new shares and to reissue any shares held in
asury, up to 5% of the Company's issued share copilal, for cash
a non-preemptive basis. Shares would only be issued/reissued
a premium to net asset value, thereby enhancing net asset value
r share for existing shareholders, The Directors will seek 1o utilise
is quthority only if they balieve that it will be in the bast interests of
e Company io do so.

rticles of Association

atutory rules governing invesiment trusis and investment companies
ere amended recently. As a result of this change, there is no

nger a requirement for ¢ Company’s Articles to prohibii the
istribution as a dividend of surpluses arising frem the realisation of
pvesiments. In light of the amended siatutory rules, the Beard no
bnger considers it appropriate to have such a prohibition in the
rticles ond therefore seeks shareholder approval af the AGM 1o
bmove it The Boord believes this will give the Company greater
exibility in the long term as it will allow distributions to be made
om any surplus arising from the realisation of on investment. There
re no present plans 1o pay a dividend.

ast performance is not a guide fo future performance.

Continuance Vote

Qur sharehciders have the right 1o voie annually on whether the
Company should coniinue in business, and will again have the
opportunity to do so ai the Annual General Meeting to be held on
29 November 2012.

Last year the Company received support for its continuance from
§7.4% ol those voting. Your Direclors are of the opinion thot despite
the continuing macro economic problems, there remain aftractive
opportunities in selected, weltrun companies.

Given the longterm favourable outlook, my fellow Directors and |
intend where possible 1o vote our own shareholdings in favour of the
resolution and hope thot shareholders will feel disposed 10 do
likewise.

Board

Your Board is commitied to high standards ef corporate govermnance.
In particular it recognises the need to have a belance of skils,
experience and length of service. It also believes that membership of
the Board should be refreshed over time. To this end, it will put
together a plan over the next year to do so.

Outlook

Japanese eguities continue to sell ot a discount to most ather woild
equity markets and it is difficull to know when investors will recognise
this more broadly, In the meantime Japan has many companies
which are growing and are expecled to conlinue to do so, the most
atiractive of which are held by the Company.

M/m

Richard A Barfield
12 October 2012
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Irectors and Management

embers of the Board come from a broad variety of backgrounds. The Board can draw on a
ry extensive pool of knowledge and experience. Baillie Gifford & Co, a leading UK investment
anagement firm who act as Managers and Secretaries to the Company, have been involved in

vestment management since 1908.

irectors

ichard Barfield

chard Bortield was appoinied a Director in 1997 and became
hairman in 2008. He was foimerly chief investment menoger of

e Standard life Assurance Company. He is @ director of Standard
fe Investments Property Income Trust Limited and Cocl Staff Trustees
mited. He is also a non-executive member of the Board of the
ension Protection Fund.

ick Bannerman

ick Bannerman waos eppointed a Director in 2003 and became
hairmon of the Audit Commitiee in 2008. He is Managing

irecior {Knitwear) of Johnstons of Elgin, Scoiland’s largest texiile
ompany. Established in 1797, Johnsions is o fully vertical oparation
peciclising in cashmere, with sales offices worldwide, including
okyo. He is a Chanered Accountant,

artin Barrow CBE
rtin Barrow was appoinied a Director in 2001 ond is the Senior

ndependent Direcior. He has extensive knowledge of Asia, having

orked there for 35 years for Jardine Matheson, including eight
eass in Jopan. He is an Honourary Ambassador for the Visit Jupan
ampaign. He is a director of Matheson & Co, the China Britain
Business Council, Westanbirt School, and a special advisor to
pMaloysia Airlines, hoving been a boord member there up 1o August
2011,

Paul Dimond CMG

Paul Dimond wos appointad a Director in 2006. In HM Diplomatic
Service until 2005, he served ior 16 years in Japan, working in
both Tokyo ond Csaka, and was Commercial Counsellor from
1989 to 1993, He had o senior British public service role in three
continents, his last appointment being HM Ambassador 1o the
Philippines. He is deputy chairmon of DAKS Simpson Group plc and
DAKS limited, director of Iniralink limited, director of the Anglo-
Netherlands Society and she Terch Trophy Trust.
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Martin Paling

Martin Paling wos appointed o Directer in 2008. He was an
investment direclor of Beniley Capital [Europe] Lid between 1996
ond 2008. Fiom 1993 lo 1996 he wos deputy chief investment
officer of Baring Asset Management {Asia) lid in Hong Kong. Prior
to that he worked for James Copel & Co, where he wos chief
international investment strategist and Jomes Capel (Far East) Lid in
Hong Kong where he directed institutional sales. Previously, he was
a pariner and head of Singapore/Maloysia sales at Montagu,
Loebl, Stanley & Co,

All Directors are members of the Nomination ond Audit Committess.

Managers and Secretaries

Baillie Gifford Japan is managed by Baillie Gifford & Co, an
investment management firm formed in 1927 out of the legal firm
Baillie & Gifford, WS, which had been involved in invesiment
manogement since 1908,

Baillie Gitord is one of the largest investment trust managers in the
UK and currently mancge eight investment trusts. Baillie Gifford also
monage unit trusts and open ended investment companies, togethar
with invesiment portfolios on behalf of pension funds, charities and
other instiiutional clients, both in the UK and overseas. Funds under
the management or advice of Baillie Gifford tetal araund £82
billion. Based in Edinburgh, it is one of the leading privately owned
invesimenl managemen firms in the UK, with 37 periners and a stoff
of around 700.

The manager of Baillie Gifford Japan is Sarah Whilley, o Pariner of
Baillie Gifford. She is the head of © team of 7 people covering the
Jopanese market from Edinburgh, with the additional support of a
research consultant in Japan. She hos been involved with Baillie
Gifford Japan since 1982,

Baillie Gifford & Co is authorised and regulated by the Financiol
Services Authority.




anagers’ Report

rformance
net asset value per share, with borrowings deducted ot fair
ue, wos litle changed over the year rising C.8% to 216.9p whilst
benchmark index, TOPIX on a total refurn basis, fell 2.7% in
fling terms. The yen was also effectively flat on a year on year
sis, appreciating by only 0.1% cgainst sterling. This impression of
sis however 1s misleading as both the market and the currency
ved significontly at the beginning of 2012. TOPIX rose by 17.3%
he first calender quarter of 2012 as optimism about the global
nomy increased and policy measures in Japan seemed
portive. The yen mirrored this move by depreciating sharply
ring january o March and then oppreciating as the concems
out the rest of the developed world re-emerged from Aprit. Jopan
s again been regarded as a scfe hoven and the yen has
ngthened as global concerns have increased.

terms of the Japan Trust porffolio, the outperformance is broken
wn by sector in the Portfolie Performance Attribution lable.
though most sectors contributed positively, the infermation,
mrunication and ufiliies seclor was the lergest contributor as our
estments in a range of internet stocks performed sirongly overall,
ricularly So-Net Entertainment which was bought out by parent
ny at a 70% premium, Such is the undervaluation of Japanese
ares that even that price could be regarded as cheop based on
e sum of So-Net's own invesimenis and business. Electrical and
ectrenics also contributed significantly as our stocks did better than
weck industry, with new helding Ende Lighting contributing
gnificantly. The worst seclor was relail where one of the strong
erformers from last year, Start Today, did badly os did Yomada
enki as felevision sales fell cher government subsidies ended and
e digital switch-over was completed.

Portfolio

mover remained low at below 9% as we centinue fo invest with a
bng term outlook. We aim to buy companies besed on our
ssessment of their prospects in three fo five years and the continuing
bw level of trading in the portfolio reflects this long term stance.

Nevertheless we have bought six new holdings ond seld six less
bromising businesses. The purchoses range from a LED lighting
hanufacturer, Endo Lighting, to two further internet related
husinesses, Kakaku, a price comparison website and Lifene
nsurance, which is selling life insurance online. The vse of the

internet to disrupt established indusiries features in our purchase of
Lifenet, which is a small company growing rapidly in the mature life
insurance industry, whilsi Kakaku uses the ability of the internet to
disseminate information. Most of our eleven internet related holdings
are in the information, communication and utiliies sector, but there
are several defined as commerce and services. These sfocks make
up around 12% of the portfolic.

We also bought Senrio the owner of the Hello Kitty character and
Fuji Heavy Industries the maker of Subaru cars. Both Sanrio and Fuji
Heavy are thinking about brands in a different way to the majority of
Jopanese companies and we believe this will boost their long term
growth prospecis. The final purchase was industrial and Infrastructure
Fund, @ JREIT which operates in a distinctive segment of the property
market. Further details of these new purchases and the largest
holdings cre in the Review of Investments on pages 12 to 14.

The sales we made were of several companies where developments
in corporate governance were negative, notably Olympus and
Accordia Golf. Others were where the indusiry outlock and
competitive position had deteriorated such as Ricoh, Askul and
Yamaha Motor. Meilec had benefited from postcrash government
support however this is finishing, diminishing their immediate growth
prospects and so the holding was sold.

Economy

The global economic buckgiound has become increasingly less
certain as the eurczone crisis has rumbled on and China has seen
slower expansion and some political uncertainty. The recovery in the
US has also been muted. Perhaps surprisingly against this
background the forecasts for Japan are for growth of around 2% in
2012, significantly higher than the G10 average. This is driven by
domestic demand, particularly recovery from the earthquoke, which
is providing its own impetus. Japanese consumers are also
experiencing a stronger employment situation than mest developed
economies and the long awaited shift o spending rather than saving
by the key baby boom demegraphic may be emerging.
Consumption figures in Japan hove therefore been relatively robust,
perhaps also reflecting the length of time since any property boom
and the extent of adjustiment, Exports though have been weak, in
line with the global slowdown and the strength of the yen is putting
pressure on Japanese manufacturers 1o shift production abroad. The
Bank of Japan is responding by edopting a more explicit inflation
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NAGERS’ REPORT

rget despite prices still falling. I it is serious about achieving
flation, more monetary easing is likely vio the Asset Purchase
ogramme. This was expanded at the September policy meeling as
onomic uncertainty increosed and the ierriiorial dispute with China
rupled. Such expansion may also weaken the yen. Some economic
covery globally, combined with monetery oction in Japan, could
e very positive for economic growth in 2013, but the core
xpectalion is probably for growth io slow to roughly 1.5%.

olitical Developments
xpeciations for Ms Noda were low when he was oppointed as
rime Minister just over a year ago but he has made progress in
ree areas. Jopan coniinues to consider participating in talks to join
e Trans Pacific Parnership (TPP), a large free trade organisation,
e legislation has been passed fo raise the consumption tax in
014 and political pressure has been applied 1o the Bank of Japan
provide monelary stimulation. However, these achievements are
ol reflected in any increase in popularity and there is probably
oing to be @ general election in the autumn. A third political force
as emerged cfter the election of Toru Hashimeto as Mayor of
saka. The recent election of former Prime Minister Abe as leader
f the liberal Democratic Party and Prime Minister Noda's Cabinet
feshuffle on 1 October make forecosting the direction of policy
Hifficult in what is now a pre-election period acutely cffected by the
Hispute with China over the Senkaku Islonds. However, expeciations
are low and the potential for improvement large whilst there has
clearly been a desire for change signclled by the eleciorate.

Japanese Corporate Developments

Although the commentary in the UK on jopanese corporate
governance has been very negolive os a result of the fraud
Olympus, there has actually been steady but slow progress.
Qlympus appears fo be an isolated case and the predictions of
many more examples of similor egregious abuse have not been

Past performance is not a guide to future perdormance.
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justified. The trend of companies to buy in or sell off quoted
subsidiaries continues and Japan Trust benefited fiom this with the
tender offer for So-Net Entertainment. Dividends are also rising, os
are share buy backs, and the yield on the posifolio is now 2.4% in
contrast with 10 year Japanese Government Bond yields of 0.8%.
Companies continue 1o use the strength of the yen fo make
purchases overseas and these are predominantly in reloted business
areas io build scale internationally. For example llochu, our largest
holding, is expanding its food and consumer goods businesses,
Kubota has bought @ Norwegian agricultural machinery company,
Gree has bought several US games companies and Rakuten has
been investing in unquoted but interesting internet startups in the US.

Outlook

As in so many previous years the macro-environment remains
uncertoin and prospects for the medium term economic growth rate
in Japan are low. Polential for improvement in Japon remains large if
sensible policies ore adopted with regard to deregulction or free
trade vio the TPP, whilst the recent move by the Bank of Japan is
encouraging. However our focus on individual companies and the
companies’ focussing on finding growth inlerationally, as well as
domestically, continue io be points of differentiation from the index.
Japen has been out of faveur s a market for a considerable time
and os a result expectations and valuations are low. The figures
shown in the chari on poge 11 demonsirate the superior growth and
lock of any premium paid for something that might be considered
rare. We believe this is not going to persist indefinitely ond are
therefore encouraged 1o be using oll the gearing in the morket.

Baillie Gifford & Co
12 October 2012




MANAGERS’ REPORT

tfolio Performance Attribution for the Year to 31 August 2012*
puted relative io the benchmark [TOPIX totcl return [in stering terms)) with net income reinvested.,

Benchmark Baillie Gifford Jopan Performancet Contribution Contribution afiributable to:
asset allocation asset allocation TOPIX to relative Stock Asset
01.09.11 31.0812 01.09.11 31.08.12 BGJopan total return return  selection allocation Georing
olio breakdown % % % % % % % % % %
mation, communication
d utilities Q.6 Q.6 13.4 13.1 151 {5.5) 2.7 27 - -
iricals and electronics 13.9 12.2 14.9 12.5 4.8) 115.6) 1.5 1.7 0.2} -
micals and other materials 138 11.9 B7 7.4 {11.3) 116.3) 1.2 0.5 0.7 -
merce and services 12.3 13.0 22.5 219 53 2.9 1.1 0.5 0.6 -
estate and consiruction 4.8 52 3.6 6.2 22.6 2.6 0.6 0.6 - -
vlaciuring and machinery 19.4 19.7 11.5 15.5 2.1 [1.5) 0.4 0.5 0.1 -
maceuticals and feed 8.4 29 7.2 6.9 25.0 14.9 0.1 0.5 10.4) -
ncicils 13.7 13.9 7.5 8.7 (1.9] 0.9 {C.4) {0.21 0.2) -
il 4.1 4.6 10.7 7.8 118.1) 11.3 (2.2 {2.8) 0.6 -
| {excluding gearing) 100.0 100.0 100.0 100.0 2.1 2.7) 4.9 3.9 1.0 -
act of gearing {0.3) - [©.3) - - 10.3)
| (including gearing)# 1.8 2.7 4.4 3.9 1.0 {0.3)

1 performance is not a guide to future performance.

ree: Stolpro/Baillie Gifford & Co

ifibutions caanci be added together, as they are geomeniic; for exomple, to calculate how a return of 2.1% against ¢ benchmark return of [2.7%) translates into a
tive return of 4.9%, divide the portfolio retum of 102.1 by the benchmark return of 97.3, subtraet one and muliply by 100. In oddition, she toial contribution figures
ude o residuol element that relates to changes in waightings mid-month, which cannot be attributed to individual sectors. Consequently, the contributions for the
vidual seclors do not sum so the total contribution figures.

e performance atiribution able is based on total assets.

e returns are tolal refurns |net income reinvested), caleukated on o monthly linked method.

e total return parformance of 1.8% excludes expensas ond, therefore, differs from the NAY return {aher deducting borowings a fair value) of 0.8% os a resul.

vestment Changes (£'000)

Valuation at Net acquisitions/ Appreciation/ Valuation at
31 August 2011 (disposals) {depreciation) 31 August 2012
vities:
ormation, communication and utilities 21,221 {2,984 2,819 21,056
ciricals and electronics 23,500 {373 (3,034) 20,093
hemicals and other matericls 13,755 - {1,829! 11,926
ormmerce and services 35,552 1,446) 1,037 35,143
bal eslale and construction 5773 2,902 1,230 2,905
onufactuing and machinery 18,178 5,320 1,396 24,894
harmaceuticals and foad 11,462 {2,549) 2,182 11,005
nancicls 11,880 2,678 (534) 14,024
tail 16,963 (1,286) {3,056 12,621
btal equity invesiments 158,284 2,262 211 160,757
et liquid assets 3,934 {1,485) {(75) 2,374
btal assets 162,218 777 136 163,130
ark loans (28,511} - {33) |28,544)
hareholders’ funds 133,707 777 103 134,587

THE BAILLIE GIFFORD JAPAN TRUST PLC2 .




istribution and Relative Weightings

stribution of Total Assets
ustry 2012 (2011) Listings 2012 (2011)

quity Weightings Relative to Benchmark
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rgest Holdings and Portfolio Characteristics

nty Largest Holdings

2012 2012 20N

Valve % of Valve

Business £'000 total assets £000

Trading conglomerate 6,206 38 6,401

Quilcte Discount store cperator 4,899 3.0 5,667

n Tobaceo Tobocco manufacturer 4,655 29 4,913

Mobile telecommunications 4,485 27 4,559

ka Corp IT solutions for companies 4,455 2.7 3,386

Medical equipment 4,087 2.5 3,269

Internet retailer 3,945 2.4 4,498

strial & lnfrastructure Fund Logistics REIT 3,929 2.4 -
mi Group Precision machinery parts dishibutor 3,862 24 3,531

chi HighTechnologies Semiconductor production equipment 3,770 2.3 2,815
Heavy Industies Niche car brand 3,398 2.1 -
ubishi UF{ lease & Finance leasing compary 3,250 2.0 2,971
Travel agency 3,209 20 3,348

Online drug marketing service 3,199 2.0 2,608

] Sporis shoes and clothing 3,153 1.9 3,204
ubishi Electric Industrial electric conglomerate 3.140 1.9 3,748
U Molors Commercial vehicle manufaciurer 3,086 1.9 2,635
o Talemono Property leasing and development 3,084 1.9 3,045
X QOil and gas producer 2,941 1.8 3,400
ka Securities Exchange Stock exchange 2,933 1.8 3,374
75,686 46.4 67,542

rtfolio Characteristics

Growth: Higher than average growth
in earnings

Quality: Higher than average return
on equity, stronger balance sheets

Value: No penalty in terms of price eamings ratio

Size: Mid to small cap exposure
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eview of Investments

OP TEN EQUITY HOLDINGS

ochu

8% of total assets

chu is one of the major general trading companies in Japan with a
iversified portfolic of businesses ranging from resources to soft
ommodities to consumer brands in China. The company has had
rong profits growth in the last couple of years and tedes on very
w valuations with o good dividend yield despite its high returns

nd prospects for future growth.

on Quijote

.0% of total assets

on Quijote continues to combine low pricing and shopping as
ntertcinment in twao key retail formats that have further potential for
xpansion in Japan. The company sources inventary in @ unique way
o reduce costs and this hos helped it to gain market share afier the
D011 earthqueke. The product range remains very broad ollowing
Don Quijote fo benefit from shifis in consumption preferences by
hifting product mix and it continues to look like the future winner in
Hiscount refailing in Japan.

apan Tobacco

[2.9% of total assets

apan Tobacco is the market leader in Japan and the third largest
tobacco company globally. The government is going to reduce s
half share in the company and a significant propertion of this will be
bought back by the company, reducing the number of shares
outstanding. There is also further scope fo raise prices in Japan and
the overseas businesses continue to grow strongly. The company
therefore should see further growth in both profits and dividends and
is cheaply valued compared to other global peers.
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KDDI

2.7% of total assets

KDODi is Jopen's second largest mobile phane operator and also
operates fixed line telecom services. The rapid uptake of
smartphones in Japan, in conjunction with KDDI's differentiated
strategy of offering bundled telecom products to customers, should
allow the company 1o grow revenues and profits much fasler than
peers as well as the overall industry in future.

Otsuka Corp

2.7% of total assets

Otsuke Corp is one of Jopon's lorgest [T and office automation
companies employing over 8,000 people. It offers both software
and hardware services o o wide variety of companies and has o
successful office supply service calied Tenomail. The company
benefits from its comprehensive offer fo smaller compenies, typically
those without systems expertise, os it can offer a complate service
whilst remaining price competitive because of its size. As companies
upgrede their [T systems and seek to cut costs, Otsuka can continue
o grow.




smex

% of total assets

mex is a medical devices compeny that has shong positions in
haematology and haemestasis segments of the IVD (invitre
gnostics) market. Thanks to o more tocused approach to product
velopment, the company has developed a brocd range of

ducts that are bestincloss technologicolly. As o consequence of
. Sysmex hos been gaining shase from its main rivals in alf its key
tkets and has established @ leading position in the fost growing
inese market. Another appealing aspect of its business model is
growing siream of high margin consumable sales for the instolled
se of machines, resulling in rising group margins. The company’s
w life sciences division also offers excitement in the midderm. We
nk the company has a sirong ond sustainable competitive adge

t will allow it to grow faster and more profitably then its peers for
ny years and this, we think, is not reflected in the current
luation.

kuten

| 4% of total assets

ikuten is one of the world's leading e-commerce companies and
mongst the few that has developed o distinct business model not
iginated in the US. Ichiba-mall continues to grow rapidly as online
opping develops in Japan and the financicl businesses are also
omising. Last year Rakuten bought Kobe, o Conadian company
hich mckes eteaders globally, in order to develop e-publishing in
pan and the product was launched in July. There are a variety of
versecs businesses being developed and we expect further growth
om Japan.

REVIEW OF INVESTMENTS

Industrial & Infrastructure Fund

2.4% of total assets

Industrial & Infrastructure Fund {lIF} is a real estate investment frust
{REIT}, investing in industrial properties such as research, IT or
logistics centres. Its area of focus is very different to other |RE[Ts,
which target office, commercial or residential properties acquired
from developers or cther investors. I tends 1o engage with
comparies, which are not primarily invelved in real esiate and
whaose objective is to reduce osset size or realise gains, typically
seferencing the sole price to book cost rather than appraisal volue.
IF is @ rare example of a JREIT able to grow consisiently through
acquisition ond is addressing ¢ very large potential market.

Misumi Group

2.4% of total assets

Misumi offers o wide variety of products via caiclogues and the
internet 1o industrial companies from diverse sources. it can custemise
particular parts ond ship them to very tight timetables as well as
undercutting traditional suppliers on price. The business model that it
developed in Jopan is being taken abrood and overseas sales ore
now 28% of the total. The entrepreneurial culture and large growth
opporlunity should ensure future growth.

Hitachi High-Technologies

2.3% of total assets

Hitachi High-Technolegies has a global leading medical diagnostics
business, manufactures semiconductor production equipment, and
engages in general frading activity. It aiso has o very strong balance
sheet, with @ significant net cash position, which gives it substantial
strength 10 fund business expansion.
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EVIEW OF INVESTMENTS

Fuji Heavy Industries
New BRZ sports car.

NEW HOLDINGS

Fuji Heavy Industries

2. 1% of total assets

Fuji Heavy makes Subaru cars, a niche brand combining diiving
Excitement and robust reliable engineering. Despite moking 70% of
he cars in Japan and selling mainly overseas, the company is
brofitable even with the yen at its current high value. Recently Subaru
vithdrew from manufacturing minicars in Japan ond is using that
Fopacily lo make a new sporls car joinlly developed with Toyota,
vho own 16% of Fuji Meavy. The model cycle hes shorened ond
with new launches expanding the renge, Suberu Tocks likely to grow
further,

Endo Lighting

1.6% of total assets

Fndo Lighiing manufaciures ond sells commercial use lighting
bystems. The company is the second lergest player in the domestic
market and has been swift fo switch its product mix over 1o focus on
knergy efficiency LED lights. Orders have been increasing sharply in
Fecent months as businesses and public buildings switch over to LED
ighting 1o reduce their power consumption clter last year's
arthquoke. This demand should continue for some time and Endo’s
profitability should also increase because LED lighis are higher
margin products.
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2 Sanrio
Hello Kitty for Liberty art fabrics

sanrio

0.8% of total assets

Sanrio has developed or bought o portfolio of choraciers including
Hello Kitty and the Mr Men. Hisiorically the company sold products
itself but has now moved 1o a licensing model, whereby a propartion
of the fincl sale price goes to Sanrio. This has increcsed profits
significantly and has the potential 1o expand further. Helle Kitty
seems to have appeal in many different countries and to o broader
cusiomer profile than might be expecied.

Kakaku.com

0.8% of total assets

Kokaku is Japan's leading online price comparisen website. It also
operates Japan'’s most popular online restaurent review and booking
service called Tabelog. its sealable business model means that
Kakaku is able to offer additionat online services to customers, at
very lite cost and high profitability. All of its online services are free
fo use and most of these have a rapidly growing user base. There is
clso evidence 1o suggest that the company has strong pricing power,
We think that the business is still quite immature, and given the
secular long term growth trend of ecommerce in Jopan, we feel that
Kakaku is well positicned to benefil from this. In addition, there is
also the possibility of Kakaku expanding its operations overseas. We
think these aspects of the business are not reflected in the current
share price.




ist of Investments
s at 31 August 2012

Value % of total
Name Where listed Business £°000 assets
Information, communication and utilities
Digital Garage JASDAQ Internet business incubator 419
GAMO Internet TOPIX Small Internet infrastructuie 2,293
Gree TOPIX Small Social netwark games 2,005
Hikari Tsushin TCOPIX Mid Telecommunication services 2,342
KDDi TOPIX Core Mobile telecommunications 4,485
M3 TOPIX Small Online drug marketing service 3,199
Otsuka Corp TCPIX Mid IT solutions for companies 4,455
So-MNet Enteriginment TOPIX Small Infernet eperator and investor 1,261
Zappallas TOPIX Small Mobile fortunetelling 507
21,056 12.9
Electricals and electronies
Canon TOPIX Core Printers, copiers ond cameras 2,784
lriso Electronics JASDAG Specialist connectors 1,944
Mitsubishi Eleciric TOPIX Large Industiial electric conglomerale 3,140
Rohm TOPIX Large Electronic component manutacturer 789
Shimadzu TOPIX Mid Ervironmental testing equipment 2,887
Sysmex TOPIX pMid Medical equipment 4,087
Ushio TOPIX Mid Speciolist lamps and digilel cinema equipment 1,900
Yaskawa Eleciric TOPIX Mid Rebots and foctery auiomation 2,562
20093 12.3
Chemicals and other materials
Aschi Glass TOPIX Large TV, car and canstruction gloss 1,093
Inpex TORIX Large Oil end gas producer 2,941
Jopan Petroleum Exploration TOPIX Mid Oil end gas producer 337
Nifco TOPIX Mid Car ports 2,556
Pigeon TOPIX Smali Baby supplies 1,882
Ryobi TOPIX Smal! Aluminium castings 841
Shin-Etsu Chemical TOPIX Core Electronic maleriols ond chemicals manufacturer 1,376
11,526 7.3
Commerce and services
East Japan Railway TOPIX Core Tokyo based railway 2,848
Hamakyorex TOPIX Small logistics 2,725
HIS TOPIX Small Trawel agency 3,209
Hitachi High-Technologies TOPIX Mid Semiconductor production equiprment 3,770
liochu TOPIX lorge Trading conglomerale 6,206
Kakoke.com TOPIX Mid Price comparison and restaurant review website 1,377
Misumi Group TOPIX Mid Precision machinery parts distributor 3,862
Mitsui & Co TOPIX Core Trading conglomerate 2,328
Next TOPIX Small Provides online real estale information 837
Nippon Yusen KK TCOPIX Mid Shipping 816
Rakuten JASDAG Internet retailer 3,045
Sario TOPIX Mid Character licensing, mainly Hello Kity 1,380
Temp Holdings TOPIX Small Employment and cutsourcing services 1,840
35,143 215
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IST OF INVESTMENTS AS AT 31 AUGUST

Value % of total
Name Where listed Business £000 assets
Real estate and construction
Aeon Mall TOPIX Mmid Shopping centre developer and operclor 2,892
Inddustrial & Infrastructure Fund TOPIX Small & Others Logistics REIT 3,929
Tokyo Tatemono TOPIX Mid Praperty leasing and development 3,084
9005 61
Manufacturing and machinery
Asics TOPIX Mid Sports shoes and clothing 3,153
Disco TOPIX Mid Specialist cutiing for semiconductors 1,267
Endo lighting Oscko LED lighting 2,569
Fuji Hecwvy Industries TOPIX Mid Niche car brand 3,398
Isuzu Motors TOPIX Mid Commercial vehicle manufocturer 3,086
Keihin TOPIX Mid Honda reloted parts supplier 2,139
Kubota TOPX Large Agricultural machinery 2,358
Madec TOPIX Small Designs and leases offshore oil plattorms 1,502
SMC TOPIX Large Pneumatic control equipment 2,886
Toyo Tire & Rubber TOPIX Small Tyre manufocturer 2,536
24,894 15.3
Pharmaceuticals and food
EPS TOPIX Small Clinical testing services 2,144
Japen Tobacco TOPIX Core Tobacco manufocturer 4,655
Otsuka Holcing TOPIX Mid Pharmaceuticals 2,183
Tsumura TOPIX Mid Herbal medicines 2,113
— 095 6.8
Financials
Aoyama Zaisan Networks Mothers Advisory services for wealthy Jopanese 160
Fukuoka Financial TCPIX Mid Commercial bank 2,266
Lifenet Insurance Mothers Crrling insurance 1,422
Mitsubishi UF] Llease & Finance TOPIX Mid Leasing company 3,250
MNomura TOPIX Core Global investment bank 1,088
Osaka Securilies Exchange JASDAG Stock exchange 2,833
SBl Holdings TOPIX Mid Online broker and venture capilal invesior 1,021
Suruga Bank TOPIX Mid Commercial bank 1,884
14,024 8.6
Retail
Don Quijote TOPIX Mid Discount store operator 4,899
Nitori TOPIX Mid Furniture retail chain 2,843
Start Today TOPIX Small Internet fashion retailer 2,534
Yomada Denki TOPIX Lorge Maijor consumer electronics relailer 2,345
— e 77
Total investments 160,757 98.5
Net liquid assets 2,374 1.5
Total assets 143,131 100.0
Bank loans {28,544} (17.5)
Shareholders’ funds 134,587 825

6 ANNUAL REPORT 2012




Directors’ Report

e Directors present their Annual Report iogether with the audited
ancial stclements of the Company for the year to 31 August 2012,

usiness Review

bsiness and Status

e Company is an investment company within the mecning of
clion 833 of the Companies Aci 2006. The Company corries on
Isiness as an investment trust. [t was approved as an invesiment

st under section 1158 of the Corporation Tax Act 2010 for the
rar ended 31 August 2011, subject 1o matters that may arise from
v subsequent enquiry by HM Revenue & Customs into the
ompany's tax return. Ia the opinion of the Directors, the Company
bs subsequently conducted its affairs so as io encble it to seek such
bproval. in accordance with recent changes lo section 1158, the
ompany has obtained epproval as an invesiment trust from HM
avenue & Customs for accounting periods commencing on or after
September 2012.

vestment Policy

e Beiliie Gifford Japan Trust aims to achieve long term capital
owih principally through invesiment in medium end smaller sized
ponese companies which are believed to have above averoge
ospects for growth, although it invests in larger companies when
bnsidered appropriate.

e Company's haldings are generally listed in Japan afthough the
brifolio can also include companies listed elsewhere whose
isiness is precominantly in Japan as well as unlisted companies.
emime o fime, fixed interest holdings, or non equity investments,
by be held.

e portfolio is constructed through the identification of individual
mpanies which offer long term growth potenticl, typically over a
ee io five year horizon. The portfolio is actively managed and
hes noi seek 10 trock the benchmark; hence o degree of volatility
hainst the index is inevitable.

constructing the equity porifolic a spread of risk is ochieved by
versifying the portiolio through investment in 40 to 70 holdings.
though seclor concantration and the thematic charocteristics of the
rifolio are carefully monitored, there are no maximum limits 1o
viation from benchmark stock or sector weights except as imposed
banking covenants on borrowings.

On acquisition, no holding shall exceed 5% of the portiolio ot the
time of purchase and any holding that as a result of good
performance exceeds 5% of the portiolio is subject to particular
sciutiny. A holding greater than 5% will only be held where the
Managers confinue 1o be convinced of the merits of the invastment
case.

Cn acquisition, no more than 15% of the Company’s gross assets
will be invested in other UK listed invesiment companies.

The Company may use derivatives which will be principally, but not
exclusively, for the purpose of efficient porttolic management (i.e. for
the purpose of reducing, transferring or eliminating investiment risk in
its investments, including protection against currency risks).

The Company recognises the long term advantages of gearing and
hos a moximum equity gearing level of 30% of shareholders' furds.

Borrowings are invested in securities when it is considered that
investment grounds merit the Company jaking a geared position.
Gearing levels, and the extent of equity gearing, are discussed by
the Board and Managers af every Board meeting.

A detailed analysis of the Company's Investment Portfolio is set out
on pages 15 and 16 and in the Managers’ Report and Review of
[nvestments.

Performance

Al each Boord meeting, the Direciors consider o number of
performance measures lo assess the Company's success in achieving
its objectives.

The key performonce indicators (KPls) used 10 measure the progress
and performance of the Company over time are eslablished industry
measures and are as follows:

* the movement in net asset value per ordinary share compared o
the benchmark;

¢ the movement in the share price;
¢ the discount; and
¢ the ongoing chargss.

The one, five and ten year records for the KPls can be found on
pages 2, 3 and 4 respeclively.

In addition 1o the above, the Bourd considers peer group
compaiative performence.
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Borrowings
[here were no loans driown down or repaid during the year.

Results

he net osset value per share [after deducting borrowings a fair
alue) increased by C.8% during the year compared 1o a decrease
n the benchmark of 2.7% and the discount narrowed from 10.6%
0 Q.2%.

Dividend

he revenue reserve remains in deficit despite o net return of
L777,000. Consequently, the Company is unable to poy @ dividend,

Review of the Year and Future Trends

P\ review of the main features of the year ond the invesiment oullook
s contained in the Chairman’s Siatement and the Managers’ Repaorn
pn pages 5 ond 7 to 9 respectively.

rincipal Risks and Uncertainties

[he Company's assets consist mainly of listed securities and its
brincipal risks are therefore market related and include market risk
comprising currency risk, interest rate risk and other price risk],
iquidity risk and credit risk. An explanotion of those risks and how
hey are managed Ts contained in note 19 1o the financial statements
bn poges 39 10 42,

Dither risks faced by the Company include the following:

Regulatory Risk — fuilure 1o comply with applicable legal and
egulatory requirements could lead to suspension of the Company's
Rtock Exchange Listing, financial pendlties or a qualified audit

eport. Breach of section 1158 of the Corporation Tax Act 2010
rould lead to the Compony being subjecs 1o tax on capital gains.
The Managers monitor investment movements and the level of
orecast income and expenditure to ensure the provisions of section

1 158 are not breached. Baillie Gifford's Heads of Business Risk &
nternal Audit and Regulatory Risk provide regular reports to the Audit
Commitiee on Baillie Gitford's monitoring programmes.

Major regulatory change could impose disproportionate compliance
burdens on the Company. [n such circumsiances represeniaion is
tade to ensure that the special circumsiances of investment trusts are
ecognised.

Dperational/Financial Risk — failure of the Managers’ accounting
ystems of those of other third party service providers could lead to
in inability to provide accurate reporting and monitaring or @
nisappropriction of assets. The Manager has o comprehensive
businass continuity plan which facilitates continued operation of the
business in the event of a service disruption or majer disaster. The
Board reviews the Managers’ Report on Internol Controls and the
epors by other key third party providers are reviewed by the
anager on behalf of the Board.

Discount Volatility — the discount at which the Company’s shares
rade can widen. The Board monitors the level of discount and the
“ompany has authority to buy back its own shares.
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Gearing Risk - the Company may borrow money for investment
purpases. If the invesiments fall in value, any borrowings wili magnify
the extent of this loss. It borrowing fecilities ore nol renewed, the
Compeny may have to sel! invesimenis 1o repay borrowings.

All berrowings require the prior eppreval of the Board and gearing
levels are discussed by the Board and Managers at every meeting.
The maijority of the Company’s investments are in listed securities that
are readily realisable.

Employees
The Company has no employees.

Secial and Community Issues

As an investment trust, the Company has no direct social or
community responsibilities. The Company however bslieves that it is
in the shareholders interesis to consider environmental, social and
governance foctors when selecting and retaining investments. Deteils
of the Company’s policy on secially responsible invesiment can be
found under Corporate Governance and Stewardship on page 21.

Corporate Governance

The Boaord is committed to achieving ond demonsirating high
standards of Corporate Governance. This statement cutlines how
the principles of the june 2010 UK Corporate Governonce Code
{the ‘Code’} which can be found at www.frc.org.uk and the
principles of the AIC Code of Corporote Governance [the "AlIC
Code’) were applied throughout the financial vear. The AIC Code,
provides a framewark of best practice for investment companies
and can be found ot www.theaic.co.uk.

Compliance

The Board confirms that the Compony has complied throughout the
year under review with the relevant provisions of the Code and the
recommendations of the AIC Code.

The Board

The Board has overall responsibility for the Compeny’s affairs. It has
a number of matters formally reserved for its approval including
sirategy, investment policy, currency hedging, georing, treasury
matters, dividend and corporate governance policy. A separate
strategy session is held annuclly. The Board also reviews the
financial statements, invesiment transactions, revenue budgets and
perfarmance of the Company. Full and timely information is provided
to the Board to encble i to function effectively ond 1o allow Direclors
to discharge their responsibilities.

The Board currenily comprises five Directors, all of whom are
nen-executive. The Chairman is responsible for organising the
business of the Board, ensuring its effecliveness and sefiing iis
agenda. Mr M Barrow is the Senior Independent Director. The
executive responsibility for investment management has been
delegated to the Company’s Managers and Secrelaries, Baillie
Gifterd & Co, and, in the contexi of @ Board comprising only
non-executive Directors, there is no chief executive officer,

The Directors believe that the Boord has o belance of skills and
experience that enables it fo provide effective stralegic leadership and
proper govesnance of the Company. Information about the Direciors,
including their relevant experience, can be found on poge 6.

There is on agreed procedure for Direciors to seek independent
professional advice, if necessary, at the Company's expense.




rms of Appointment

e terms and conditions of Directors” appoiniments are set out in
mal letters of appointment which are available for inspection on
uest.

der the provisions of the Company’s Articles of Assaciation, o
ector appointed during the year is required 1o refire and seek
betion by shareholders atf the next Annual General Meeting.

fectors cre required to submit themselves for re-election at least

ce every three years and Direclors who have served for more than
e years offer themselves for reelection annually.

Hependence of Directors

the Directors are considered by the Board to be independent of
e Managers and free of any business or other relationship which
uld interfere with the exercise of their independent judgement.

F RA Barfield, Mr NAC Bannerman and Me M Barrow, have

rved on the Board for more than nine years. The Directors
Fognise the imporiance of suceession plarning for company

ards and review the Board composition ennually. The Board is of
b view that length of service will not necessarily compromise the
Hependence or contribution of Direciors of an investment trust
mpany, where continuity and experience can be a benefi 1o the
ard. The Board concurs with the view expressed in the AIC Code
ht long serving Directors should not be prevented from being
nsidered independent and that “independence stems from the

ility to make those objective decisions that may be in conflict with
b interests of management. This in turn is o function of confidence
om of courage and experiencel, integrity [personal character) and
Hgement (born of knowledge and experience}”.

llowing formel performance evaluation, the Board believes that
rwithstanding their length of service, Mr RA Barlield, Mr NAC
tnnerman and Mr M Barrow, continue to be independent in
aracier and judgement. Mr Barfield’s investment management
perience adds significantly to the strength of the Board, Mr Barow
s exfensive business contacts throughout Asia and Mr Bannerman
s a sound background in finance. Their independence has not

ten compromised by length of service.

eetings

ere is an anaval cycle of Board meetings which is designed 1o
{dress, in o systematic way, overall strategy, review of investment
licy, investmeni performance, marketing, revenue budgets,
lidend policy and communication with shareholders. The Board
nsiders that it meets sufficiently regularly fo discharge its duties
ectively. The table below shows the atlendance record for the
ard and Commitiee meeiings held during the year. Al of the
reclors oitended the Annual General Meefing.

rectors’ Attendance at Meetings

Audit Nomination
Board Committee Committee

umber of meefings 6 3 2
A Barfield 6 3 2
HAC Bannerman 6 3 2
A Barrow 5 3 2
S Dimond 6 3 2
H Peling o) 2 2

DIRECTORS’ REPORT

Nomingtion Commitiee

The MNomination Committee consists of the whole Board and the
Chairman of the Board is the Chairman of the Commitiee. The
Commiliee meets on an annual basis and ot such other times os may be
required. The Commitiee has wiitien terms of reference which include
reviewing the Board, idertifying and nominating new candidates for
appoiniment o the Board, Board appraisal, succession planning ond
iraining. The Commitiee olso considers whether Direclors should be
recommended for reelection by shareholders. The Commitiee is
responsible for considering Directors’ polential conflicts of interest and
for making reccmmendations o the Board on whether or not the
potentic] conflicts should be authorised. The Commitiee’s terms of
reference are available on request from the Company ond on the
Company’s pege of the Managers' websiie: www.jopantrustple.co.uk.

Performance Evaluation

An appraisal of the Chairman, each Director and a performance
evaluation and review of the Board as a whole and iis Commiltees
was carried out during the year. After inviting each Director and the
Chairman to consider and respond to an evaluation questionnaire,
each Director had an interview with the Chairman and the
Chairman’s appraisal was led by Mr M Barrow, the Senior
Independent Director. The appraisals and evaluations considered,
omengst other criteria, the balance of skills of the Board, the
contribution of individual Directors and the overall effectiveness of
the Board ond its Committees. Following this process it was
concluded that the performance of each Director, the Chairman, the
Board and its Commilless conlinues 1o be effeclive and that each
Director and the Chairman remain committed to the Company.

A review of the Chairman’s and the other Direciors’ commiiments
was carried out and the Board is satistied that they are capable of
devoting sufficient time o the Company. There were no significant
changes ta the Chairman’s other commitments during the yeor.

Induction and Training

New Directors are provided with en induction programme which is
tailored to the particular circumstances of the appoiniee. Briefings
were provided during the year on industry and regulatory matters,
taxation and company law. Directors receive other relevani training
as necessary.

Remuneration

As all the Directors are nonrexecutive, there is no requiremen for o
separate Remuneration Committee. Directors’ fees are considered by
the Board as a whole within the limits approved by shareholders.
The Company's policy on remuneration is set out in the Directors’
Remuneration Report on pages 24 and 25.

Internal Controls and Risk Management

The Directors acknowledge their responsibility for the Comgany's risk
management and internal conirols systems and for reviewing their
effectiveness. The systems are designed to manage rather than
eliminate the risk of failure 1o achieve business objectives and can
only provide reasonable but not absolute assurance ageinst material
misstalement or loss.

The Board confirms thot there is an ongoing process for idenifying,
evaluating and managing the significant risks faced by the Company
in accordance with the guidance ‘Internal Contro!: Revised
Guidance for Directors on the Combined Code'.
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he Directors confirm that they hove reviewed the effectiveness of the
Lompany's risk management and inlernal controls systems and they
ave procedures in place to review their effectivenass on @ regular
asis. No significant wecknesses were identilied in the year under
Eview.

he practical measures to ensure compliance with regulation and
ompany law, and to provide effective and efficient operations and
vestment management, have been delegaied to the Managers and
ecretaries, Baillie Gifford & Co, under the terms of the Management
hgreement,

he proctical measures in relation fo the design, implementation and
hainlenance of contiol policies and procedures te safeguard the
pssels of the Company ond to manage its affairs properly, including
he maintenance of effective operational and compliance conirols
tind risk management have also been delegated to Baillie Gifford &
[ 0. The Board acknowledges its responsibilities to supervise and
ontrol the discharge by the Monagers and Secretaries of their
bligations.

he Baillie Gitterd & Co Meads of Business Risk & Internal Audit ond
egulatory Risk provide the Board with regular reports on Baillie
Gifford & Co's monitoring programmes. The reporting procedures for
l:ese departments are defined and formalised within a service level
bgreement. Baillie Giflord & Co conduct an annual review of their
ystern of internal controls which is documented within an internal
ontrols report which complies with Technical Release AAF O1/06
hind ISAE 3402 — Assurance Reporis on Internal Controls of Service
Diganisations made availoble to Third Parties. This report is
ndependently reviewed by Baillie Gifford & Co's auditors and @
topy of the report is submitied to the Audit Committee.

Ihe Company’s invesiments cre segregated from those of Bailiie
Gifford & Co and their other clienis thiough the appoiniment of
izuho Corporate Bank Utd as independent custodian of the
Company’s investments.

\ detailed risk map is prepared which identifies the significant risks
ced by the Company and the key controls employed to manage
hese risks.

hese procedures ensure that consideration is given regularly o the
ature and extent of the risks facing the Company and that they are
being aclively monitored. Where changes in risk have been
Hentified during the year they also provide a mechanism to assess
vhether further action is requited to manage she risks identified. The
board confirms that these procadures hove been in place throughout
he Company's financial year and continue to be in place up to the
ate of approval of this Report.

nternal Audit
he Audit Committee carries out an annual review of the need for on
hternal audit funciion. The Audit Commitiee continues 1o believe that
he Managers' comgplionee and internal control sysiems and the
hiernal audit function provide sufficient essurance that @ sound
ysiem of internal control, which safeguards sharehclders’ investment
ad the Company's assets, is maintained. An interncl audit function,
ecific to the Compony, is therefore considered unnecessary.

ccountability and Audit

e respeciive responsibilifies of the Directors and the Auditors
connection with the Financial Stotements are set out on pages
G and 27.
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Going Concern

In accordance with The Financial Reporting Council’s guidance on
going concern and liquidity risk, the Directors have undertaken a
rigorous review of the Compeny's ability to continue as ¢ going
concemn, The Company's principal risks are market reloted and
include market risk, liquidity risk and credit risk. An explanation of
these risks and how they are monaged is conlained in nole 19 to
the financial skatements. The Company’s assets, the majority of which
are invesimenis in quoted securities which are readily reclisable,
exceed its liabilities significontly. All borrowings require the prior
approval of the Board. Gearing levels and compliance with
borrowing covenants are reviewed by the Board on a regular basis.
In accordance with the Company's Articles of Asscciation,
shareholders have the right to vole annually at the Annual General
Meeting on whether 1o continue the Company. The Directors have
no reason to believe that the continuation resolution will not be
passed ot the Annual General Meeting. Accordingly, the financial
statements hove been prepared on the going concern basis as it is
the Direclors’ opinion ihal the Company will continue in operational
existence for the foreseeable fulre. If the continuction resclution is
not passed, the Articles provide that the Directors shall convene o
General Meeting within three months at which a special resolution
will be proposed to wind up the Company voluniarily. f the
Company is wound up, its investments may not be realised at their
full market value.

Audit Committee

An Audit Committee has been esiablished consisting of all Directors.
Its authority and duties are clearly defined within its written terms of
reference which are available on request and on the Company’s
page of the Managers' website: www.japantrustplc.co.uk. Mr
NAC Bannerman is Cheirman of the Audit Commitiee. The
Commitiee’s responsibilities, which were discharged during the year,
include:

* monitoring and reviewing the integrity of the halfyearly and
annugl financiol stctements and any formal announcements
relating 1o the Company's financial pedormance;

* reviewing the adequacy and effeciiveness of internal contiol and
risk management systems;

¢ making recommendations to the Board in relalion lo the
appointment of the exiernal auditors and opproving the
remuneration and terms of their engagement;

* developing and implemeniing pelicy on the engogement of the
external cuditors 1o supply non-audit services [there were no non-
audit services during the year);

* reviewing and monitoring the independence, objectivity and
effectiveness of the external auditors;

¢ reviewing the arrangements in ploce within Baillie Gifford &
Co whereby its sicff may, in confidence, raise concerns about
possitle improprigties in matters of financial reporting or other
matters insofar as they may affect the Company;

* reviewing the terms of the Investment Management Agreement;
and

* considering whether there is a need for the Company to have its
own internal audit function.




cewaterhouseCoopers UP are engaged os the Company's

ditors. Having considered the experience and tenure of the audit
rtiner and siaff and the level of service provided, the Committee
mains salisfied with the Auditors” effectiveness. The audit partner
ponsible for the audit is rotated every 5 yeors ond the current

hd cudit partner has been in place for 5 years. Accordingly, o

w lead audit partner has been appointed for next year. There are
contractual obligations restricting the Company’s cheice of

ernal auditor. The Commitiee receives confirmation from the
ditors that they have complied with the relevant UK professienal

d regulatory requirements on independence. The Committee does
i believe that there has been any impairment to the Auditors’
Jependence.

e fees paid to the auditor for audit services are disclosed in note 4
page 34.

lations with Shareholders

e Board places greot importance on communicalion with
nreholders. The Company’s Manogers meet regularly with
nreholders, accompanied by the Chairman when requested and
bort shareholders’ views 1o the Board. The Chairman is available
meet with shareholders as appropriate. Shareholders wishing 1o
mmunicate with any members of the Board may do so by writing
them al the Company's registered office.

e Company's Annual General Meeling provides a forum for
mmunication with all shareholders. The level of proxies lodged
each resolution is announced at the Meeting and is published
the Company’s page of the Managers’ website:
ww.japantrustple.co.uk subsequent to the meeting. The notice
wiod for the Annual General Meeting is ¢t least twenty working
1ys. Shareholders and potential invesiers may obtain uptodate
ormation on the Company from the Managers’ website.

orporate Governance and Stewardship

e Company has given discretionary voling powers to the

estment Managers, Baillie Gifford & Co. The Managers vote
yainst resalutions they consider may damege shareholders’ rights or
onomic interests.

e Company believes that ii is in the shareholders' interests 1o
nsider environmental, social and gevernance 'ESG'} foclors when
ecting and relaining investments and has asked the Managers 1o
e these issues into account as long as the invesiment objectives

B notl compromised. The Managers do not exclude companies

m their invesiment universe purely on the grounds of ESG factors

i adopt a positive engagement approach whereby matters are
cussed with management with the aim of improving the relevant
licies and monagement syslems and enabling the Managers te
nsider how ESG factars could impact long ferm investment returns.
= Managers' Statement of Compliance with the UK Stewardship
de can be found on the Managers’ website:
bw.bailliegifford.com. The Managers' policy has been reviewed
d endorsed by the Board.

b Monogers are signalories of the United Nations Principles for
sponsible bvestment.
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Conflicts of Interest

Each Director submits a list of potential conflicts of interest to the
Nomination Commitiee on an annual basis. The Commitiee
considers these carefully, taking into account the circumstences
surrounding them and mokes o recommendction to the Bocrd on
whether or not the potential conflicts should be authorised. Boord
authorisation is for a period of one yeor. Having considered the lists
of potential conflicis there were no situalians which gave rise o a
direct or indirect interest of a Director which conflicted with the
interests of the Company.

Investment Manager

The Board as a whole fulfils the funciion of the Manogement
Engagement Commiliee.

An Investment Management Agreement between the Company and
Baillie Gifferd & Co sets oul the matters over which the Managers
have autherity in accordance with the policies and directions of, and
subject to restrictions imposed by, the Board. The Management
Agreement is terminable on nof less than & months’ notice or on
shorter nofice in certain circumsiances. Compensation would only be
payable if termination occurred pricr 1o the expiry of the notice
pericd. Details of the fee arangements with Baillie Gifford & Co are
shown on page 34. Careful consideration hos been given by the
Board as to the basis on which the management iee is charged. The
Boord considers that maintaining a relatively low ongoing charges
ratio is in the best interests of the shareholders. The Board is also of
the view that caleulating the fee with reference to performance
would be unlikely fo exert o positive influence over the long term
performance.

The Board considers the Company’s investment manogement and
secretarial arrangements for the Company on an ongeing basis and
a formal review is conducted annually. The Board considers,
amongst others, the following topics in its review: the quality of the
personnel ossigned 1o handle the Company's affairs; the invesiment
process and the resulis ochieved to date; invesiment performance;
the administrative services provided by the Secretaries and the
quality of information provided; the marketing efforts undertaken by
the Managers; and the relationship with the Managers.

Following the most recent review it is the opinion of the Directors thal
the continuing appoiniment of Baillie Gifford & Co as Managers, on
the terms agreed, is in the interests of shareholders as a whole due
1o the strength and quality of the invesiment management team, the
Managers' commitment to the invastraent trust sector and the
comprehensive efficiency of the secretarial and administrative
functions.

Directors

Information about the Directors, including their relevant experience,
can be found on page &.

M RA Barfield, Mr NAC Bennerman and Mr M Barrow having
served for more than rine years, are subject to annual re-election
and will therefore be refiring af the Annual Gereral Meefing and will
offer themselves for re-election. Mr PS Dimond, heving served thiee
years since he was lost elected to the Board will also be refiring and
offering himself for reelection at the Annual General Meeting.
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ollowing formal performance evaluation, the performance of

r RA Barfield, Mr NAC Bannerman, Mr M Barrow and

Ar PS Dimend continues 1o be effective and each remains committed
o the Company. Their contribution to the Board is greatly valued

nd the Board recommends their re-lection to sharehalders.

Directors’ Interests

he Directors at the year end, and their interests in the Company, cre
s shown below. There have been no changes intimated in the
irectors” interests up to 11 Celober 2012,

Ordinary 5p Ordinary 5p

Nature shares held at shares held at

Jame of interest 31 Auvgust 2012 31 August 2011
A Barfield Beneficial 31,629 31,629
JAC Bannerman Beneficial 4,005 2715
A Barrow Beneficial 5,000 -
'S Dimond Beneficial 2,964 2,084
AH Paling Beneficial 10,000 10,000

director Indemnification and Insurance

he Company has enfered into deeds of indemnity in favour of each
f its Directars. The deeds cover any liabilities that may arise to o
1ird party, other than the Company, for negligence, defoult or
sreach of trust or duly. The Directors are not indemnified in respect of
chiliies to the Cempany, any regulatory or criming! fines, any costs
weurred in connection with ciiminal proceedings in which the
sirector is convicted or civil proceedings brought by the Company in
vhich judgement is given against him. In addition, the indemnity
loes not apply 1o any liability to the extenl that it is recovered from
inother person.

he Cempany maintains Directors” and Officers” liability insurance.

Aajor Interests in the Company’s Shares
No. of ordinary

5pshares heldat % of
dame 31 August 2012 issue
607 Capital Partners {indirect) 6,063,923 979
azard Asset Management {indirect] 3,738900 46.04
westec Asset Management Ud (indirect] 3,250,056  5.25
agal & General Group Pl (direct) 2,473,546  3.99

here have been no changes to the major interests in the Company's
hares infimated up fo 11 Cctober 2012.
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Share Capital

Capital Structure

The Compony's capital structure consists of 61,935,000 ordinary
shares of 5p each at 31 August 2012. There are no restrictions
concerning the holding or transfer of the Company’s ordinary shares
and there are no special rights attached to ony of the shores,

Capital Entitlement

Cn ¢ winding up, after mesling the liabilities of the Company, the
surplus assets will be paid to ordinary shareholders in propertion to
their shareholdings.

Voting

Each erdinary shareholder present in person or by proxy is entitled
10 one vote on a show of hands and, on a poll, 1o one vote for
every share held.

Information on the deadlines for proxy appainiments can be found
on pages 44 and 45.

Market Purchases of Own Shares

At the last Annual General Meeting the Company was gronled
autherity to purchase up to 9,284,056 ordinary shares (equivalent
o 14.99% of its issued share capital], such authority to expire at the
2012 Annual General Meeting. No shares were bought back
during the year under review and no shares ore held in treasury.

Share buy-backs may be made principally:

(i} to enhance net asset value for continuing shareholders by
purchasing shares at a discount to the prevailing net asset valus;
and

{ii) to address any imbalonce between the supply of and the
demand for the Company’s shares that results in o discount of the
quoted market price o the published net csset value per share.

The Comparny may hold boughtback shares ‘in treasury” and then:

it sell such shares {or any of them| for cash [or its equivalent under
the Treasury Shares Regulations); or

i} cancel the shares [or any of them).

All buybacks will initially bz held in treasury. Shares will only be
resold from treasury at @ premium to nef asset value.

The Directors are seeking shareholders” approval at the Annual
General Meeting to renew the autharity to purchase up 1o 14.99%
of the Company’s ordinary shares in issue at the date of passing of
the resolution, such authority to expire af the Annual General
Meeting of the Company to be held in 2013,

In accordance with the Listing Rules of the UK Listing Authority, the
maxireum price {excluding expenses) that may be paid on the
exercise of the authority must not exceed the higher of:

(it 5 percent above the average closing price on the londen Stock
Exchange of an ordinary share over the five business days
immediately preceding the date of purchase; and

{ii the higher of the price of the last independent rade and the
highest current independent bid on the Llondon Stock Exchange.

The minimum price {exclusive of expenses) that may be paid will be
S5p per share. Purchases of shares will be made within guidelines
established, from time 1o time, by the Board. Your attention is drawn
to Resolution 12 in the Notice of Annual General Mesting.




iare Issuance Authority

solufion 10 in the Notice of Annual General Meeling seeks 1o
1ew the Directors’ general authority 1o issue shares up to an
1gregate nominal amount of £1,032,250. This amount represents
1.33% of the Company's total ordinary share copital currently in
ue and meets institutional guidelines. No issue of ordinary shares
Il be made pursuant fo the authorisation in Resalution 10 which
uld effectively alter the control of the Company without the prior
proval of shareholders in general meeting.

solution 11, which is proposed as a special resolution, seeks to
ovide the Directors with authority 1o issue shares or sell shares held
freasury on a non-pre-emptive basis for cash (i.e. without first
ering such shares lo existing shareholders prorata fo their existing
Idings] up te an aggregate neminal amount of £154,837 .50
presenting 5% of the issued ordinary share capitel of the

smpany as at 11 October 2012). The authorities sought in
selutions 10 and 11 will continue uniil the conclusion of the

inual General Meeting to be held in 2013 or on the expiry of 15
snihs from the passing of this resolution, it eorlier.

ch authorilies will only be used to issue shares or resell shares

im frecsury ot a premium o net assat value and only when the
rectors believe that it would be in the best interests of the

smpany to do so. The Directors believe that the ability to buy-back
ares ot a discount and resell them or issue new shares at o

amium are useful fools in smoothing supply and demand. No

ares were issued during the year to 31 August 2012 and no

ares were held in trecsury as at 11 Oclober 2012.

ticles of Association

nendment o the Company’s Articles Relating to Changes in
vestment Trust Rules and Company Law

shareholders know, the Company conducts its affairs so that it
alifies as an investment trust and an investment company.

tutory rules governing investment frusts and invesiment companies
sre amended recently. As a result of this change, there is ne longer
-equirement for a Company’s Arficles to prohibit the distribution as
dividend of surpluses orising from the realisation of investments. In
hi of the amended statulory rules, the Board no longer considers i
propriate 1o have such o prohibition in the Articles and therefore
oposes that it s delefed. Resclution 13 will, if passed, remove this
shibition by deleting Aricle 146. The Board believes this will give
: Company grecter flexibility in the long term as it will allow
sributions to be made from any surplus arising from the redlisation
an investiment.

rectors’ Remuneration

the Annual General Meeting of the Company in 2010
areholders approved the increase in the amount that the Directors
1y be paid, out of the funds of the Company, by way of fees for
sir services as Direclors from an aggregate of £ 100,000 per
nur to £150,000 per annum. The Articles are now also being
dated 1o reflect this increase.

ropy of the new Articles marked to show the changes being made
nvailable for inspection at the registered address of the Company
4 at the offices of Dickson Minte W.S., Broodgote Tower, 20
mrose Street, London EC2A 2EW during normal business hours on
; day (Saturdays, Sundays and public holidays excepted) from the
e of the notice of the AGM until the cenclusion of the AGM.
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Continuation of the Company

The Company’s Arficles of Association give shareholders the right to
vote annually af the Annual General Meeting of the Company on
whether to continue the Compary. The Directors wish to draw your
attention to Resolution @ in the Nofice of Annual General Meeting,
which proposes thal the Company be continued until the 2013
Annual General Mesting.

Recommendation

The Directors consider each resclution being proposed at the Annual
General Meeting, 1o be in the best interests of the Company and its
shareholders as a whole and they unanimously recommend that all
shareholders vote in favour of them, as they inlend ‘o do where
possible in respect of their ewn beneficial holdings of shares which
amecunt in aggregate o 53,598 shares, representing approximately
0.09% of the current issued share capital of the Company.

Creditor Payment Policy

It is the Company's payment pelicy for the forthcoming financial year
to obtain the best terms for all business. In general, the Company
agrees with its supgliers the terms on which business will tcke place
and it is its policy 1o abide by these terms. The Company had ne
trade creditors at either 31 August 2011 or 31 August 2012,

Disclosure of Information to Auditors

The Directors confirm that so far as each of the Directors is aware
there is no relevant oudit information ef which the Company's
audifors are unaware and the Directors have taken all the steps that
they might reasonably be expecied 1o have taken as Directors in
order to make themselves awaore of any relevant audit information
and to establish that the Company’s auditors are aware of that
information.

Independent Auditors

Resclulions 1o reappoint PricewaterhouseCoopars LLP as independent
auditors 1o the Company and lo authorise the Direclors o defermine
their remuneration will be proposed at the Annual General Meeting.

By order of the Board

Richard A Barfield
Chairman
12 October 2012
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*he Board has prepared this report in accordance with the
equirements of the Compenies Act 2006. An ordinary resolution for
e approval of this repert will be put fo the members at the
orthcoming Arnual General Meeting.

he law requires the Company's auditors to audit certain of the
lisclosures provided. Where disclosures have been cudited,

ey are indicated as such. The auditors” opinion is included in their
eport on page 27.

Remuneration Committee

"he Company has five Directors all of whom ore non-executive.
‘here is no separate remuneration committee and the Board as @
vhole considers changes to Directors' fees from time to fime. Baillie
sifford & Co, whe have been appointed by the Board os
Aanagers ond Secretaries, provide advice and comparative
nformation when the Board considers the level of Directors’ fees.

Yolicy on Directors’ Fees

he Board's policy is that the remuneration of Directors should be set
it o reasonable level that is commensurate with the duties and
esponsibililies of the role and consistent with the requirement to
stract ond retain Directors of the eppropriale quelity end
wperience. It should also reflect the experience of the Board as o
vhale, be fair and should take cccount of the level of fees paid by
omparable investment trusts. 1 is intended that this policy will
ontinue for the year ending 31 August 2013 and subsequent

ears.

he aggregate fees for the Directors are set within limits determined
y the Company, from fime lo lime, in general meeting. Currently,
irectors’ remuneration shall not exceed £150,000 per annum.
Non-executive Directors are not eligible for any other remuneration
part from the reimbursement of allowable expenses.
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The Board reviewed Directors' fees during the year and concluded
that the fees should be increased from £25,000 to £28,500 far the
Chairman and from £18,000 to £21,000 for the other Directors,
with the Chairman of the Audit Commitiee receiving an additional
£2,500. The new fees are effective frem 1 September 2012,

Directors’ Remuneration for the Year (audited)

2012 20011

£ £

RA Barfield [Chairman) 25,000 25,000
NAC Bannerman [Audit Committee Chairman 20,000 20,000
M Barrow 18,000 18,000
PS Dimend 18,000 18,000
MH Paling 18,000 18,000
99,000 99,000

The Direclors who served in the year received the above emoluments in

the form of fees.

Directors’ Service Contracts

It is the Board's policy that Directors do not have a service coniract.
Alf of the Directors have been provided with appointment letters and
the terms of their appointment provide that Directors shall retire and

be subject to election at the first Annual General Meeting alter their

appointment. Thereafter Direciors are obliged to retire every three

years, and may if they wish, offer themseives for re-election. The
Board has also resolved that Directors who have served on the
Board for more then nine years will submit themselves for reelection

annually. There is no notice period and no provision for
compensction upon early termination of appoiniment.




rectors’ Service Details

Date of Due date for

hme appointment re-election
Barfield 1/12/97 AGM 2012

rC Bannerman 2/10/03 AGM 2012
Barrow 2/10/01 AGM 2012
Dimond 31/7/06 AGM 2012

 Paling 1/11/08 AGM 2014

pmpany Performance

wvered by the graph.

e graph cpposite compares the total return {assuming all dividenas
= reinvested] to ordinary shareholders compared with the total
hreholder refurn on a notienal investment made up of shares in the
mponent parts of the TOPIX total refurn {in sterling terms). This

dex was chosen for comparison purposes as it is the index against
pich the Company has measured its performance over the period

Performance Graph

DIRECTORS REMUNERATION REPORT

{figures rebased to 100 at 3T August 2007)

Past performance 1s not a guide to future performance.

Approval

The Directors’ Remuneration Report on pages 24 and 25 was
approved by the Board of Directors and signed on its behalf on

12 Ocgober 201 2.

Richard A Barfield
Chairman
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Statement of Directors’ Responsibilities
in Respect of the Annual Report and the

Financial Statements

he Directors are responsible for preparing the Annual Report, the
directors' Remuneration Report and the financial statements in
sccordance with opplicable low and regulctions.

“ompany law requires the Directors to prepare financial statements
or each financial year. Under that law they have eleclec to prepare
he financial statements in accordance with applicable law ond
Inited Kingdom Accounting Standards {Unitad Kingdom Generally
\ccepted Accounting Practice]. Under company low the Directors
hust not approve the financial siatements unless they are soiisfied
hat they give o true and fair view of the state of affairs of the
Company and of the profil or loss of the Company for that period. In
breparing these financial statements, the Direciors are required to:

b select suitable accounting policies and then apply them
consistently;

» make judgements and accounting estimates that are reasonable
and prudent;

r stale whether applicable UK Accounting Standards have been
followed, subject to any material departures disclosed and
explained in the financial statfements respectively; and

b prepare the financial statements on the going concern basis
unless it is inappropricte to presume that the Company will
confinue in business.

he Directors are responsible for keeping adequate accounting
=cords that are sufficient to show and explain the Company's
ansaciions and disclose with reasonable cccuracy at any fime the
nancicl position of the Company and enatle them to ensure that
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the financial statements and the Directors” Remuneration Report
comgly with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Compuany and hence for taking
reasonable steps for the prevention and detection of fraud and other
imegularities.

The Directors have delegated responsibility to the Managers for the
maintenance and integrity of the Company’s page of the Managers’
website. Legislation in the United Kingdom governing the
preparation and dissemination of financial statements may ditfer from
legisiation in other jurisdictions.

Each of the Directors, whose names and functions are listed within
the Directors and Managament section confirm that, to the best of
their knowledge:

¢ the financial statements, which have been prepared in
accordance with appliceble law and United Kingdom
Acceunting Standards [United Kingdem Generally Accepted
Accounting Practice), give a frue and fair view of the assets,
liabilities, financial pesiticn and net return of the Compary; and

» the Directors’ Report includes o fair review of the development
and performance of the business and the position of the
Company, fogether with a descripfion of the principal risks and

uncertainties that it faces.
/@/ IJ(

By order of the Boord

Richard A Barlield
12 October 2012




e hove oudited the financial stolements of The Baillie Gifford

ban Teusi PLC for the year ended 31 August 2012 which comprise
b Income Statement, the Balance Sheet, the Reconciliation of
bvements in Shareholders' Funds and the Cash Flow Statement

d the related notes. The financial reporting framework that has

en applied in their preparation is applicable law and United
ngdom Accounting Standards (Uniled Kingdom Generally

cepted Accounting Practics).

espective Responsibilities of Directors and Auditors
exploined more fully in the Statement of Directors’ Responsibilities
set out on page 26 the Directors are responsible for the

paration of the financial statements and for being satisfied that
Ey give a true and fair view. Cur responsibility is to audii and
press an opinion on the financial statements in accordance with
pliccble law and International Standerds on Auditing (UK and
gondl. Those standards require us 1o comply with the Auditing

ctices Board's Ethicel Standards for Auditors.
Lis repori, including the opinions, has been prepared for and only

the Company’s members as a body in accordance with Chapter
of Part 16 of the Companies Act 2006 and for no other purpose.
e do not, in giving these opinions, accept or assume responsibility
any other purpose of fo any other person 1o whom this report is
bwn of info whose hands it may come save where expressly
read by our prior consent in wiriting.

ope of the Audit of the Financial Statements

audit involves obicining evidence about the amounts and
closures in the financial statements sufficient lo give recsonable
burance that the financial stolements ore free om material
kstatement, whether caused by fraud or error. This includes an
bessment of; whether the accounting policies are appropriate to
k Company's circumsiances and have been consistenily opplied
d adequately disclosed:; the recsonableness of significant
ounting eslimates made by the Direciors; and the overall
bseniation of the financial statements.

hddition, we read all the financial and rondinancial information in
Annual Repost and Financial Statements to identify materiol
onsistencies with the oudited financial statements. if we become
are of any apparent material misstatements or inconsistencies we
nsider the implications for our report.

binion on Financial Statements

bur opinion the financial statements:

give o true and fair view of the state of the Company's affairs os
at 31 August 2012 and of its nel return and cash flows for the

year then ended;
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ndependent Auditors’ Report

» the members of The Baillie Gifford Japan Trust PLC

* have been properly prepared in accordance with United
Kingdom Generolly Accepted Accounting Practice; and

¢ have been prepared in accordance with the requirements of the
Companies Act 2006.

Opinion on other matters prescribed by the

Companies Act 2006

In our opinion;

» the pan of the Directors’ Remuneration Report to be cudited hos
been praperly prepared in accordance with the Companies Act

* the information given in the Directors’ Report for the financial
year for which the financial siatements are prepored is consistenl
with the financial statements.

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

Under the Companies Act 2006 we are required to repen to you if,

in our opinion:

* adequate accounling records have not been kept, o reluins
adequale for cur audit have not been received from branches
not visited by us; or

* the financial skatemenis and the part of the Directors’
Remuneration Report to be audited are not in agreement with the
occounting records and returns; or

s cerfain disclosures of Directors’ remuneraiion specified by law
are not made; or

* we have not received all the information and explonctions we
require for our audit.

Under the Listing Rules we are required 1o review:

*» the Directors’ Stotement sel out on page 26, in relation to going
concem;

* the ports of the Cosporate Governance Stotement relating to
the Company’s compliance with the nine provisions of the UK
Corporate Govemance Code specified for our review; and

* cerain elements of the report to shareholders by the Board on
Directors’ remuneration.

Karyn lamont [Senier Stolutory Auditor)
for and an behalf of PricewaterhouseCoopers LLP
Chartered Accountonts and Statutory Auditors

Edinburgh
12 October 2012




ncome Statement

For the year ended 31 August 2012

2012 2012 2012 2011 2011 2011
Revenue Capital Total Revenue Capital Totel
Notes £'000 £000 £'000 £000 £:000 £000
[0ins on investments 8 - 211 2H1 - 18,266 18,266
Currency losses 13 - (108} (108) - (930} {930)
hcome 2 3,251 - 3,251 2,664 - 2,664
hvestment management fee 3 (1,325) - {1,325) {1,331) - {1,331)
Diher administialive expenses 4 1279) - 1279) 1313 - 313
Net return before finance costs
ind taxation 1,647 103 1,750 1,020 17,336 18,356
inance costs of borrowings 5 (642 - (642) 1596 - (596)
Net return on ordinary
hctivities before taxation 1.005 103 1,108 424 17,336 17,760
ax on ordinary activities 6 (228] - (228) (186} - (186)
Net return on ordinary
ctivities after taxation 777 103 880 238 17,336 17,574
Net return per ordinary share 7 1.25 0.17p 1.42p 0.38p 27.9% 28.37p

Il revenue and capital items in this statement derive from continuing operations.

Statement of Totcl Recognised Gains and Losses is not required os oll gains and losses of the Compeny have been reflected in the
ove statement.

e accompanying nofes on pages 32 to 42 are an integral part of the financial staterments.
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ialance Sheet

31 August 2012

2012 2012 2011 2011

Notes £'000 £°000 £'000 £:000
ked assets
esiments 8 16G,757 158,284
irrent assets
biors e 1,702 191
sh and deposits 19 2,516 4,162

4,218 4,353

editors
hounts falling due within one year 10 {7, 874] (415
et current (liabilities)/assets {3,656} 3,934
btal assets less current liabilities 157,101 162,218
editors
hounts falling due after more than one year 1 {22,514) [28,511)
btal net assets 134,587 133,707
ppital and reserves
illed up share capital 12 3,097 3.097
are premium 13 22,110 22,110
hpital redemption reserve 13 203 203
hpital reserve 13 115,656 115,553
venue reserve 13 (6,479 7,256)
areholders’ funds 134,587 133,707
et asset value per ordinary share
ter deduciing borrowings at fair value) 14 216.9p 215.2p
Bt asset value per ordinary share
her deducting borrowings at par value) 14 217.3p 215.9p

hard A Barfield

cirmen

accompenying notes on poges 32 1o 42 are an integral part of the financial stalements.

b Financial Statements of The Baillie Gifford Japan Trust PLC [Company registration number SC75954) were opproved and authorised for
Le by the Board and were signed on 12 October 2012.
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Reconciliation of Movements

n Shareholders’ Funds

or the year ended 31 August 2012

Capital
Share Share  redemption Capital Revenve Shareholders’
capital premium reserve reserve reserve funds
Notes £:000 £°000 £°000 £000 £000 £000
hareholders” funds at 1 September 2011 3,097 22,110 203 115,553 {7,256 133,707
det return on ordinary aciivities after taxation 13 - - - 103 777 880
hareholders’ funds at 31 August 2012 3,097 22,110 203 115,656 6,479) 134,587
or the year ended 31 August 2011
Capital
Share Share  redemption Capital Revenue Shareholders’
capital premium reserve reserve reserve funds
£°000 £000 £'000 £000 £'000 £000
hareholders' funds ¢t 1 September 2010 3,097 22,110 203 08,217 {7,494) 116,133
Jet refurn on ordinory activities after taxation - - - 17,336 238 17,574
hareholders’ funds at 31 August 2011 3,097 22,110 203 115,553 (7,256 133,707
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-ash Flow Statement

r the year ended 31 August 2012

2012 2012 2011 2011
Notes £'000 £000 £'000 £'000

et cash inflow from operating activities 15 1,263 920

rvicing of finance

erest paid {641) {658)

ot cash outtlow from servicing of finance (641} [658]

hancial investment

quisitions of investments (14,934) {17,954}

posals of investiments 12,741 15,688

thange differences con setffement of investment transactions 262 26

ot cash outflow from financial investment (2,455} (2,240)

=t cash outflow before financing (1,833) (1,978

nancing

nk foans drawn down - 13,651

nk loans repaid - 113,538)

et cash inflow from financing - 113

bcrease in cash 16 (1,833) {1,865)

rconciliation of net cash How to

ovement in net debt 16

crease in cash in the year (1.833) (1,865)

t cash inflow from bank loans {113)

i:honge differences on benk loans (33) i890)

Fhange differences on cash 187 )

pvement in net debt in the year {1,679) {2,934

et debt at 1 September (24,349} 121,415

rt debt at 31 August (26,028) (24,349}

accompanying notes on pages 32 1o 42 are an integral part of the financicl siotements.
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Notes to the Financial Statements
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Principal Accounting Policies

summary of the principal accounting policies, which are
changed from the prior year and have been applied consistently,
2 sef out below.

+ Basis of Accounting

2 financial statements are prepared on @ going concern basis
der the historical cost convention, medified to include the
aluation of fixed asset invesiments and derivatives, and on the
sumption that approval as an investment trust under section 1158
the Corporation Tax Act 2010 will continue 1o be granted.

2 financial statements have been prepared in accordance with the
mpanies Act 2006, applicable UK Accounting Standords and

h the Statement of Recommended Practice ‘Financial Statements
Investment Trust Companies’ issued in January 2009

brder tc better reflect the activilies of the Company and in
}:ordonce with guidance issued by the AIC, supplementary
brmation which analyses the profit and loss account between
ms of a revenue and capital nature has been presented in the
ome Statement.

ancicl assets and financial liabilities are recognised in the
mpany’s balance sheet when it becomes a parly lo the
niractucl provisions of the inslrument.

e Cirectors consider the Company's functional currency to be
fling as the Company’s shareholders are predominantly based in
UK and the Company is subject to the UK's regulatory
vironment.

Investments
chases and sales of investments are accounted for cn a trade
te basis.

estments in securifies are designated as valued at fair value

bugh profit or loss on initial recognilion and are meosured o
hsequent reporfing dates at fair value. The fair value of listed
estments Is the last fraded price which is equivalent 1o the bid

Ce on Jopanese markets. The fair value of other unlisted

estments 1s determined by the Directors based upon latest dealing
o5, stiockbroker valuations, net asset values and ather information,
appropiiate. Changes in the fair volue of investments and gains
 losses on disposal are recognised as capital ifems in the Income
tement.

Cash and Short Term Depaosits

sh includes cash in hand ond deposits repayable on demand.
posits are repayable on demand if they can be withdrawn at any
: without nofice and without penclty or if they have a malurity or
iod of notice of not more than one working day.

Income

Income from equity invesiments is brought inte accouni on the
date on which the invesiments are quoted exdividend or, where
no exdividend date is queted, when the Company's right 1o
receive payment is established.

NOTES TO THE FINANCIAL STATEMENTS

it Interest from fixed interest securities is recognised on an effective
yield basis.

lii) Unfranked investment income includes taxes deducted at source.

fiv) Interest receivable on bank deposits is recognised on an accruols
basis.

(v If scrip is taken in lieu of dividends in cash, the net amount of the
cash dividend declared is credited 1o the revenue account. Any
excess in the value of the shares received over the amouni of the
cash dividend foregone is recognised as capital.

(e} Expenses

All expenses are accounted for on an accruals basis and are
charged 1o the revenue account except where they relate directly to
the acquisition or disposal of an investment, n which case they are
cdded 1o the cost of the investment or deducted from the sale
proceeds.

{f) Finance Costs

long term borrowings are carried in the bolance sheet af amortised
cost, representing the cumulative amount of net proceeds after issue,
plus accrued finance costs. The finance costs of such borrowings are
allocated to the revenue account at a constant rate on the carrying
amount.

Gains and losses on the repurchase or early setllement of debt are
wholly charged 1o capital.

{g) Deferred Taxation

Deferred taxation is provided en all timing differences which have
originated but nol reversed by the bolance sheet date, calculated o
the tax rates expacted 1o apply when the timing differences reverse,
based on what has been enacted or substantiolly enacted, relevant
to the benefit or liability. Deferred 1ax assets are recognised cnly to
the extent that it s more likely than not that there will be taxable
profits from which underlying timing differences can be deducted.

{h} Foreign Currencies

Transactions involving foreign currencies are converted at the rate
ruling af fhe fime of the franscction. Monsfery assefs, fiobilifies and
equity investments held at fair value in foreign currencies are
ranslated at the clasing rotes of exchange ot the balance sheet
date. Any gain or loss arising from a change in exchange rate
subsequent 1o the date of the lransoction is included as an exchange
gain cor loss in the Income Siatement and classified as @ revenue or
capital item os appropriate.

(i) Capital Reserve

Gains and losses on disposal of invesiments, chonges in the fair
value of investments held, exchange differences of a capital nature
and the amount by which other assets and liabilities valued at fair
value differ from their book cost are dealt with in this reserve.
Purchases of the Company’s own shares for cancellation are also
funded from this reserve.
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i
VOTES TO THE FINANCIAL STATEMENTS

! Income
2012 2011
£'000 £000
Income from investments
Overseas dividends 3,251 2,664
Total income 3,251 2,664
Total income comprises
Dividends from financial assets designated at tair value through profit or loss 3,251 2,664
Total income 3,251 2,664
Investment Management Fee — all charged to revenue
2012 2011
£'000 £'000
lavestment management fes 1,325 1,331

Baillie Gifford & Co cre employed by the Company as Managers and Secrefaries under a management agreement which is terminable
on not less than & months’ notice or on shorter notice in certain circumstances. The fee in respect of each quarter is ¢.25% of the total net
assets of the Company oftributable to its shareholders on the last day of that quarter,

Other Administrative Expenses - all charged to revenue

2012 2011
£ 000 £000
General administrative expenses 162 197
Directors’ fees {see Directors’ Remuneration Report on pages 24 and 25) 99 90
Auditors” remuneralion — statutory audit of Company’s annual financial statemenis 18 17
279 313
There were no fees paid to the Auditers during the year in respect of non-audit services {2011 ~ nil).
Finance Costs of Borrowings
2012 2011
£000 £000
Bank loans 642 596
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NOTES TO THE FINANCIAL STATEMENTS

Tax on Ordinary Activities

2012 2011
£'000 £000
Analysis of charge in year
Owverseos taxation 228 186
Factors affecting tax charge for year
The tax assessed for the year is lower thon the stondard rate of corporation fax
in the UK of 25.16% (201 1: 27.16%)
The differences are explained below:
Net refurn on ardinary activities before iaxation 1,108 17,760
Net return on ordinary activities multiplied by the standard rate of corporation tax
in the UK of 25.16% (2011: 27.16%) 27G 4,824
Efects of;
Capital returns not taxable {260] (4,709)
Income not taxable 818 {724)
Overseas withhelding tax 228 186
Taxable losses in year not utilised 565 609
Current tox charge for the year 228 186

As an investment tust, the Compony's copital gains are nol taxable.

The standard rate of Corporation Tax in the UK changed from 26% 1o 24% with effect from 1 April 2012, Accordingly, the Company’s
profits for the year to 31 August 2012 are taxed at an effective rate of 25.16%.

Factors that may affect future tax charges

At 31 Augusi 2012 the Company had a potential deferred tox asset of £3,327,000 {2011 - £3,055,000) on taxable losses which is
avaiioble to be carried forward ond offset against future taxable profits. A deferred tax asset has not been recognised on these losses as
it is considered unlikely that the Company will make toxable revenue prefits in the future and it is not liable to tax on its capital geins. The
potential deferred tax asset has been calculated using a corporation lax rate of 23% {2011 - 25%).

Due io the Company’s stulus as an investmenl trust, and the intenlion to continue mesting the conditions required to oblain approval in the
foreseeable future, the Company has not provided for deferred tax on any capital gains and losses arising on the revaluation or disposal
of investments.

Net Return per Ordinary Share

2012 2012 2012 2011 2011 2011
Revenue Capital Total Revenue Capital Total
Net refurn on ordinary activities after laxation 1.25p 0.17p 1.42p 0.38p 27.99p 28.37p

Revenue refurn per ordinary share is based on the net revenue refum on ordinary activities after taxation of £777,000
(2011 - £238,000), and on 61,935,000 ordinary shares, being the number of ordinary shares in issue throughout each year.

Capitc! refurn per ordinary share is based on the net capital retuin for the financial year of £103,000 (2011 - £17,336,000}, und on
61,935,000 ordinary shares, being the number of ordinary shares in issue throughout each year.

There are no dilutive or patentiolly dilutive shares in issue.
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NOTES TO THE FINANCIAL STATEMENTS

B Fixed Assets — Investments

2012 2011
£'000 £'000

Financial assets ot foir value through profit or loss
Listed overseas — equity investments 160,757 158,284
Total investments in finoncial assets ot fair volue through prefit or loss 160,757 158,284
Listed
Equities
£'000
Cest of investments held ai 1 September 2C11 121,934
Invesiment helding gains ot 1 September 2011 36,350
Fair value of investments held ot 1 September 2011 158,284

Movements in year:

Purchases at cost 16,367
Sales — proceeds {14,105)
- gains on sales 765
Changes in invesiment holding gains (554)
Fair value of invesiments held oi 31 August 2012 160,757
Cost of invesiments held ot 31 August 2012 124,961
Investment holding gains at 31 August 2012 35,796
Fair value of invesimenis held oi 31 August 2012 160,757

The purchases and scles proceeds figures above include transoction costs of £13,000 (2011 - £14,000) and £14,000
{2011 - £13,000) respeciively.

2012 2011
£'000 £'000

Net gains on investments designated at fair value through profit or loss on initial recognition
Gains on sales 765 1,672
Changes in invesiment holding gains (554) 16,504
21 18,266

Of the gains on sales during the year of £765,000 (2011 - £1,672,000), o net loss of £564,000 {2011 - nat goin of £1,036,000)
was included in the investment holding gains of the previous year end.

Debtors
2012 2001
£'000 £000
Due within one year: ,
Income accrved and prepayments 332 185
Sales for subsequent sefilement 1,364 -
Cther debtors 6 )
1,702 191

None of the abave debrors are financial assets designated at fair value thraugh profit or loss. The carrying amount of debtors is o
reasonable approximation of fair value.
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NOTES TO THE FINANCIAL STATEMENTS

Creditors - Amounts falling due within one year

2012 2011

£'000 £'000

Purchases for subsequent setlement 1,433 -
Bark loan 6,030 -
Other credilors and accrucls 411 419
7.874 419

None of the above creditors are financial liabiliies designated ot fair value through profit or loss. Included in other creditors is £336,000
(2011 - £334,000) in respect of the investment management fee.

1 Creditors — amounts falling due after more than one vear

2012 201
£000 £'000
Bank locns 22,514 28,511
Borrowing Ffacilities
The following fixed rate term loans have been orrenged, all of which were fully drawn down ot 31 August 2012:
The Royal Bank of Scotland plc: 3 year ¥750 million loan at 2.26% maturing & August 2013
Scotiabank Europe PLC: 3 year ¥1,800 million loan at 2.04125% maturing 19 May 2014
ING Bank IN.V. 7 year ¥1,000 million loan at 2.425% maturing 11 August 2014
The main covenanis reloting 1o the cbove loans are:
* Total borrowings shall not exceed 35% of the Company’s net asset velue;
s The Company's minimum net asset value shall be £70m; and
¢ The ratio of adjusted tofal net assets to debt shall not excead 3:1.
There were no breaches of loan covenants during the ysar.
2 Called up Share Capital
2012 2012 20N 2011
Number £'000 MNumber £'000
Allotted, called up ond fully paid ordinary shares of 5p each 61,935,000 3,097 61,935,000 3,097

At 31 August 2012 the Company had authority to buy bock 9,284,056 shares. No shares were bought back or issued/sold during the
year. Under the provisions of the Company's Articles of Association share buy-backs are funded from the capital reserve.

13 Capital and Reserves

Called vp Capital

share Share redemption  Capital  Revenve Shareholders’

capital  premium reserve  reserve  reserve funds

£'000 £'000 £600 £000 £'000 £'000

At SepTember 2011 3,097 22,110 203 115553 {7,250} 133,707
Gains on investments - - - 765 - 765
Changes in investment holding gains - - - [554) - (554}
Exchange ditferences on bank loans - - - [33) - {33)
Exchange differences on sefilement of investment transactions - - - 262} - (262)
Other exchange differences - - - 187 - 187
Revenue return on ordinary activities after taxation - - - - 777 777
At 31 August 2012 3,097 22,110 203 115,656 16,47%) 134,587

The capital reserve includes invastment holding gains of £35,796,000 (2011 - £36,350,000] as disclosed in note 8.
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OTES TO THE FINANCIAL STATEMENTS

4 Net Asset Value per Ordinary Share

The net asset volue per ordinary share and the net assets atiribuioble to the ordinary shareholders at the year end calculaled in
accordance with the Asticles of Association were os follows:

2012 2011 2012 2011
£'000 £'000
Ordinary shares of 5p 217.3p 215.9p 134,587 133,707

Net assel value per ordinary share is based on the net assets as shown above and 61,935,000 (2011 - 61,935,000 ordinary shares,
being the number of ordinary shares in issue ai the year end.

Deducting borrowings ot fair value would have the effect of reducing net asset value per ordinary share from 217.3p to 216 9p. Taking
the market price of the ordinary shares at 31 August 2012 of 197.0p, this would have given a discount lo nel asset value of 9.2% as
against 9.3% on the basis of deducting borrowings ot par. At 31 August 2011 the net asset value per share after deducting borrowings
ot foir value was 215.2p. Taking the market price of the ordinary shares at 31 August 2011 of 192.4p, this would have given a
discount to net asset value of 10.6% as against 10.9% on the basis of deducting borrowings at par.

15 Reconciliation of Net Return before Finance Costs and Taxation to Net Cash Inflow from Operating Activities

2002 2011

£'000 £000

MNet return before finance costs and taxation 1,750 18,356

Gains on invesimenis (211} {18,266)

Currency losses 108 @30

{increase)/decrease in accrued income {158 23

Increase in other debtors - (1

{Decreose)/increase in creditors (10 66

Owersens tax suffered {216] (188)

Net cash inflow from operating activilies 1,263 920
16 Analysis of Change in Net Debt

At 1 September Cash Qther non- Exchange At 31 August

201 flows cash changes movement 2012

£'000 £'000 £'000 £'000 £'000

Cash at bank and in hand 4162 (1,833) - 187 2,516

Leans due within one year - - 16,023 17} (6,030)

loans due after one year (28,511} - 6,023 (26 {22,514)

(24,349) {1,833) - 154 {26,028)

17 Contingent Liabilities, Guarantces and Financial Commitments
There were no contingent liabilities, guaraniees or financial commitments at either yeor end.

18 Related Party Transactions
The Directors’ fees for the year are defailed in the Directors’ Remuneration Reper: on page 24. No Director has a contract of service with
the Company. During the year no Director was interested in any contract or other matter requiring disclosure under section 412 of the

Companies Act 2006. The delails of the mancgement fee are set out in note 3, and the mancgement fee due to Baillie Gifford as cf
31 August 2012 is disclosed in note 10.
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NOTES TO THE FINANCIAL STATEMENTS

Financial Instruments

The Company invests in medium to smaller sized Japanese companies and makes other investments so as to achieve its invesiment
objective of long term capital growth. The Company borrows money when the Board and Managers have sufficient conviction that the
assets funded by berowed monies will generaie a return in excess of the cost of borrowing. In pursuing its invesiment objective, the
Company is exposed to various types of risk that are associated with the financial instruments and markets in which it invests and could
result in a reduction in the Compony's net assets.

These risks are colegorised here as market risk [comprising currency risk, inferest rate risk and other price risk], liquidity risk and credit risk.
The Board monitors closely the Company’s exposures to these risks but does so in order to reduce the likelihood of o permanent loss of
capital rother then o minimise the short term volatility.

The risk monagement policies and procedures outlined in this note have not changed substantially from the previous accounting period.

Market Risk

The fair value or future cash flows of a financic! instrument or cther investiment held by the Company may fluctuate because of changes in
markel prices. This market risk comprises three elements — currency risk, interest rate risk and other price risk. The Board of Directors reviews
and agrees policies for monaging these risks and the Company's Investment Manager assesses the exposure to market risk when making
individual investment decisions as well as monitoring the overall level of market risk across the investment portfolic on an engoing bosis.
Details of the Company's investment portfolio are shown in note 8.

fi) Currency Risk
The Compony's assets, liobilities and income are principally denominated in yen. The Company’s functional currency and that in which
it reports its resulls is stering. Consequently, movements in the yen/sterling exchange rate will affect the steiling value of those ilems.

The Investment Manager moniiors the Company's yen exposure [and any other overseas currency exposure] and repors to the Board
on a regular basis. The Invesiment Manager assesses the risk to the Company of the overseas currency exposure by considering

the effect on the Company's net asset value and income of a movement in the rates of exchange 1o which the Company’s assets,
liabilities, income and expenses are exposed. However, the currency in which a company's share price is quoted is not necessarily
the one in which it earns its profits. The movement in exchenge rates on overseas eamnings may have o more significant impact upon
a compeny's valuation than a simple franslation of the currency in which the share price of the company is quoted.

Yen borrowings are used periodically to limit the Compeny's exposure to anticipated future changes in the yen/sterling exchange

rate which might otherwise adversely affect the volue of the portfolio of invesiments. The Compary may also use forward currency
conlracts fo limit the Company's exposure to anticipated fulure changes in exchange rates so that the currency risks entailed in holding
the assets are mainly eliminaled.

Exposure to currency risk through asset allocation, which is caleulated by reference to the currency in which the asset or liability is
queted., is shown below.

Cosh at bank Bank Other debtors Net
Investments  and in hand loans and ereditors exposure
At 31 August 2012 £'000 £000 £000 £000 £000
Yen 160,757 2,455 (28,544 212 134,880
Total exposure 1o currency risk 160,757 2,455 (28,544 212 134,880
Sterling - 61 - |354) (293}
160,757 2,516 {28,544) (142 134,587

*Includes net nonrmonetary assets of £23,000.
Cash at bank Bank Other debtors Net
Investments  and in hand loans and creditors * exposure
At 31 August 2011 £'000 £000 £'000 £'000 £'000
Yen 158,284 3,974 28,51 1) 136 133,883
Total exposure o currency risk 158,284 3,974 (28,511) 136 133,883
Sterling - 188 - 364! {176}
158,284 4,162 {28,511} {228) 133,707

*Includes net non-monetary assets of £23,000.
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OTES TO THE FINANCIAL STATEMENTS

9 Financial Instruments (continued)

i)

Currency Risk Sensitivity

At 31 August 2C12, if sterling had stenglhened by 10% against the yen, with all ofher variables held constant, total net assets and net
relurn on ordinary aciivilies after taxation would have decreased by £13,488,000 (2011 - £13,388,000). A 10% weakening of sterling
against the yen, with all other variables held consiant, would have had an equal but opposile effect on the financial statement amounts.

Interest Rate Risk

Interest rate movements may affect the level of income receivable on cash deposits. They may clsc impact upon the market value of
the Company's invesiments as the effect of interest rate movements upon the eamings of a company may have o significant impact
upon the voluaiion of that company's equity.

The possible effects on fair value and cash flows that could arise as o result of changes in interest rates are laken inlo account when
making investment decisions and when entering borrowing agreements.

The Board reviews on a regular basis the amount of investments in cash and the income receivable on cash deposits.

The Company finances par of its activities through borrowings at approved levels. The amount of such borowings and the approved
levels are monitored and reviewed regularly by the Board.

The interest rate risk profile of the Company's interest bearing financial assefs and liabilities at 31 August 2012 is shown below.

Financial Assets

Cash deposits generally comprise ovemight call or short term money market deposits and eam inerest at floating rates based on
prevailing bank base rates.

Financial Liabilities
The interest rate risk profile of the Company's loans ot 31 August was:

2012 2012 2011 2011
2012 Weighted Weighted 2011 Weighted Weighted
Book value average average period Book value average average period
£'000  interest rate until maturity £'000  interest rate until maturity
Bank loans:
Yen denominated — fixed rate 28,544 2.2% 19 months 28,511 2.2% 31 months

Interest Rate Risk Sensitivity

An inlerest rate risk sensitivity analysis has not been performed as the Company does not hold bonds and has borrowed funds at a
fixed rate of interest.

{iii) Other Price Risk

Changes in market prices other than those arising from interest rate sk or currency risk may also affect the value of the Company's net
assefs. The Company’s exposure to changes in market prices relates to the fixed asset investments as disclosed in nole 8.

The Board manages the market price risks inherent in the invesiment portfolic by ensuring full and timely access to relevant information
from the Investment Manager. The Board meets regularly and at each meeting reviews invesiment performance, the invesimant
portfolio and the rationale for the current invesiment positioning fo ensure consistency with the Company's objectives and invesiment
policies. The portfclio does not seek to reproduce the index, investments are selected based upon the merit of individual companies
and therefere performance may well diverge from the comparative index.

Cther Price Risk Sensitivity
A full list of the Company’s invesiments is shown on pages 15 and 16. In addition, @ list of the 20 largest holdings together with
various anclyses of the portfoiio by industrial sector and exchange listing are shown on pages 10 ond 11.

119.4% (2011 - 118.4%) of the Company's net assets are invested ir Japanese quoted eguities. A 10% increase in quoted
equity veluations at 31 August 2012 would have increased 1otal net assets and net refurn on ordinary activities after faxation by
£16,076,000 (2011 - £15,828,000]. A decrease of 10% would have had an equal but opposite effect.
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Financial Instruments (continued)

Liquidity Risk

This is the risk that the Company will encounter difficully in meeting obligations asseciated with financicl liabilities. Liguidity risk is not
significant as the majority of the Company’s assels are in investments that are readily realisable.

The Board provides guidance to the Invesiment Managers as to the maximum exposure fo any one holding (see Investment Palicy on
page 17].

The Company has the power to take out borrewings, which give it access to additional funding when required. The Company’s
borrowing facilities are detalled in note 11.

The maturity profile of the Company's financial liabilities at 31 August was:

2012 201

£'000 £'000

In less than one year 6,030 -
In more than one year, bul not more than two years 22,514 6,023
in more than two years, but not more than five years - 22,488
28,544 28,511

Credit Risk
This is the risk that a failure of @ counterparty 1o o transaction 1o discharge its obligations under that iransaction could result in the
Company suffering e loss. This risk is managed as follows:

where the Investment Manager makes an invesiment in a bond or other security with credit risk, that credit risk is assessed ond then
compared to the prospective invesiment refurn of the security in guestion;

» the Company's listed invesiments are held on its behall by Mizuhe Cerporate Bank, ltd as the Company’s custodian. Bankiuptcy
or insolvency of the custodian may cause the Company’s rights with respect to securities held by the custodian 1o be delayed. The

investment Manager monitors the Company's risk by reviewing the cusiodian’s internal control report and reporting its findings 1o the
Board;

* invesiment transactions are carried out with a large number of brokers whose creditworthiness is reviewed by the Investment Manager.
Transactions are ordinarily undertaken on a delivery versus payment basis whereby the Company’s custodian bank ensures that the
counterparty to any fransaction entered into by the Compony hos delivered on its obligations before any ansfer of cash or securities
away from the Company is completed;

* the creditworthiness of the counterparty to transactions involving derivatives, siructured notes and other arrangements, wherein the
creditworthiness of the entity acting as broker or counterparty fo the transaction is likely 1o be of sustained interest, are subject 1o
rigorous assessment by the Investment Manager; ond

» cash is only held at banks that are regularly reviewed by the Managers.

Credit Risk Exposure
The exposure fo credit risk at 31 August was:
2012 2011
£'000 £'000
Cash af bank and in hand 2,516 4162
Debtors and prepayments 1,702 191
4,018 4,353

None of the Company's financial assets are post due or impaired.
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9 Financial Instruments {continued)

Fair Value of Financicl Assets and Financial Liabilities

The Cempany’s investmenis are stated at fair value and the Directors are of the opinion that the reported values of the Company's other
financial assets and liabilities approximate to fair value with the exception of the long term borrowings which are stated at amortised cost.
The fair value of borrowings is shown below.

2012 2012 2011 2011
Book Fair * Book Fair*
value value value value
£'000 £'000 £000 £'000
Fixed rate yen bank loans 28,544 28,820 28,511 28,925

*The tair value of each bank loan is calculated with reference to a Jopanese government bond of comparable yield and maturity.

Capital Management

The Company does not have any externally imposed capital reguirements other than the loan covenants detailed in note 11 on page 37.
The capital of the Compeny is the ordinary share capital as detailed in note 12 it is managed in accordance with its invesiment policy
in pursuit of its investment objective, both of which are detailed on page 17, and shares may be repurchased or issued as explained on
pages 22 and 23,

Fair Value of Financial Instruments
Fair values are measured using the following fair value hierarchy:

Level 1:  reflects financial instruments quoted in an octive market.

Level 2:  reflects financial instruments whose fair value is evidenced by comparison with other obsevable current market transactions in
the same instrument or based on a valuation technique whose voriables includes only data from observable markets.

level 3:  reflects financicl instruments whose fair value is defermined in whole or in part using @ valuation technique based on
assumptions that are not supported by prices from observable market transactions in the same instrument and not based on
available observable market data.

The valuation techniques used by the Company are explained in the accounting policies on page 33.

The financicl assets designated as valued ot fair value through profit or loss cre ol categorised as Level 1 in the above hierarchy. None
of the financial latiliies are designated at fair value through profit or loss in the financial statements.
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NOTICE OF ANNUAL GENERAL MEETING

The Annual Genercl Meeling of the Company will be held at the offices
of Baillie Gifford & Co, Calton Square, 1 Greenside Row, Edinburgh
EH1 3AN, on 29 November 2012 at 2.30pm.

IF you have any queries as to how to vote of how to atiend the meeting,
please call us on 0B0O0 027 0133.

Baillie Gitford may record your call.
*Pleose note: Traffic disruptions and read closures are in place on

Yerk Ploce and parts of St Andrew Square due lo the Edinbuigh
Tromwork Project.

otice of Annual General Meeting

OTICE IS HEREBY GIVEN that the thirty first Annual General
eeting of The Baillie Gifford Jopan Trust PLC will be held af the
flices of Baillie Gifford & Co, Calion Square, 1 Greenside Row,

dinburgh EH1 3AN, on Thursday, 29 November 2012 ot 2.30pm

r the following purposes.

rdinary Business
o consider and, if thought fit, to pass the following Resolutions as
rdinary Resolutions.

. To receive and adopt the Financial Statements of the Company
for the year 1o 31 August 2012 with the Reporis of the Directors
and of the Independent Auditors thereon.

. To approve the Directors’ Remuneration Report for the year to
371 August 20172,

. Teo reelect My RA Barfield as a Director,

. To rerelect Mr NAC Bannerman as a Director.
. To reelect Mr M Barrow as a Director.

. To reelect Mr PS Dimord as a Director.

7. To reappoint PricewaterhouseCoopers LLP as Independent
Auditors of the Company.

. To authorise the Directors to determine the remuneration of the
Independent Auditors of the Company.

Q. That, pursuant to aricle 166 of the Articles of Association of the
Company, this meeting hereby approves the continuance of the
Company unlil the Annual General Meeting of the Company
held in respect of the year io 31 August 2013,

10.That, in substitution for any existing authority, but without
prejudice to the exercise of any such authority prior to the date
hereof, the Direciors of the Company be and they are hereby
generally ond unconditionally authorised in accordance with
Section 551 of the Compenies Act 2006 fthe "Act’) 1o exercise
all the powers of the Compony 1o alfol shares in the Company

and to gran rights to subscribe for or to convert any security info

shares in the Company |'Securities’) provided that such authority

shall be limited 1o the alloiment of shares and the grant of rights
in respect of shares with an aggregale nominal value of up to
£1,032,250, such outhority 1o expire at the conclusion of the
next Annual General Meeting of the Company after the passing
of this resolution or on the expiry of 15 menths from the passing
of this resolution, whichever is the earlier, unless previously
revoked, varied or extended by the Company in o general
meeting, save that the Company may at any lime prior to the
expity of this authority make an citer or enter into an agreement
which would or might require Securities to be allotted or granted
after the expiry of such authority and the Direclors shall be
entiled to allot or gront Securities in pursuance of such an offer
or agreement as if such authority had not expired.

To consider and, it thought fit, fo poss Resolutions 11 and 12 cs
Special Resolutions.

11.That, subject to the possing of Resolution 10 above, and in
substitution for any existing power but without prejudice to the
exercise of any such power prior to the date hereof, the Directors
of the Compcny be and they are hereby generally empowered,
pursuant fo Section 570 of the Companies Act 20006 (the
‘Act’), to allot equity securities (os defined in Section 560 of the
Act), including the grant of rights 1o subscribe for, or to convert
securities into ordinary shares held by the Company os treasury
shares [as defined in Section 724 of the Act} for cash pursuant to
the authority given by Resolution 10 above as if Section 561(1]
of the Act did not apply to any such alloiment of equity securities,
provided that this power:

[o) expires at the conclusion of the next Annual General Meeting
of the Company after the passing of this Resolution or on
the expiry of 15 months from the passing of this Resolution,
whichever is the earlier, save that the Company may, before
such expiry, make on offer or agreement which would or
might require equity securilies to be allotted after such expiry
and the Directors may allot equity securities in pursuance
of any such offer or agreement as if the power conterred
hereby had not expired; and
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(b) shall be limited 1o the alloiment of equity securities up o
an aggregate nominal value of £154,837.50 being
approximately 5% of the nominal value of the issued share
capital of the Cempary, as at 11 October 2012.

2.That, in substitution for any existing authority but without
prejudice to the exercise of ony such authority prior to the
date hereof, the Company be and is hereby generally and
uncenditionally autharised, pursuant to and in accordance with
Section 701 of the Companies Act 2006 (the ‘Act’} 1o mcke
market purchases {within the meaning of Section 693(4} of
the Aci] of fully paid ordinary shares of 5 pence each in the
capital of the Company [‘ordinary shares') {either for retention as
treasury shares for future reissue, 1esale, Iransfer or cancellation),
provided thal:

(o] the moximum oggregate number of ordinary shares hereby
authorised to be purchased being cpproximately 14.99% of
the issued ordinary share capital of the Company os af the
dote of the passing of this Resolution;

3

the minimum price lexcluding expenses) which may be paid
for ench ordinary share is 5 pence;

[c) the maximum price (excluding expenses] which may be paid
for each ordinary share shall not be more than the higher of:

(i} 5 per cenl above the average closing price on the
london Stock Exchange of an ordinary share over the
five business days immedialely preceding the date of
purchase; and

(i} the higher of the last independent trade and the highest
current independent bid on the London Stock Exchange;

and

unless previously varied, revoked or renewed by the
Company in a general meeting, the authority hereby
conferred shalt expire ot the conclusion of the Company's
next Annual General Meefing or on 31 December 2013
whichever is the earlier, save that the Cempany may, prior 1o
such expiry, enler inlo o contract 1o purchase ordinary shares
under such authority which will or might be completed or
executed wholly or parily after the expiration of such authority
and may make a purchase of ordinary shares pursuant lo
any such conlract.

(d

Special Business
To consider and, if thought fit, to pass the following resclution as a
Special Resolution.

13.That, the draft regulations produced to the meeting and, for
the purposes of identification, initiclled by the Chairman of
the meefing, be cdopted as the Articles of Associction of the
Company in substitution for, and to the entire exclusion of, the
existing Articles of Associalien of the Company.

By Crder of the Board

Baillie Gifford & Co N [A/\
Managers and Secrelaries
25 Ociober 2012 atUU L
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Notes

1.

As a member you are entitled to appoint a proxy or proxies to
exercise all or any of your rights to attend, speck and vote at the
AGM. A proxy need not be a member of the Company but must
atiend the AGM to represent you. You may appoint more thon
one proxy provided each proxy is appoeinted 1o exercise rights
attached to different shares. You can only appoint o prexy using
the procedure set out in these notes and the nates to the proxy
farm. You may not use any electronic address provided either in
this nofice or any related decuments (including the circular and
proxy form) to communicate with the Company for any purpose
other than those expressly stated.

. To be valid any proxy form or other instrument appointing a

proxy, together with any power of attorney ar other autharity
under which it is signed or a cerified copy thereof, must be
received by post or lduring normal business hours enly) by hand
af the Registrars of the Company at Computershare Investor
Services PLC, The Pavilions, Bridgwater Road, Bristol,

BSQQ 677 or www.investorcentre.co.uk/eproxy ne later than
48 hours {excluding nonworking days| before the time of the
meeting or any adjourned meeting.

CREST members who wish to appoint a prexy or proxies through
the CREST electronic proxy appointment service may do so by
using the procedures described in the CREST Manuel and/

or by logging on to the website www.euroclear.com/CREST.
CREST personal members or other CREST sponsored members,
and those CREST members who have oppointed ¢ voting service
provider(s], should refer 1o their CREST sponsor or voling service
provider(s), who will be able to toke the appropriate action on

their behalf.

. In order for o proxy appeiniment or insituction made using the

CREST semvice to be valid, the oppropriate CREST message

[ “CREST Proxy Instruction’) must be properly authenticaied in
accordance with Euroclear UK & lreland Limited's specifications,
and must confain the information required for such instruction,

as described in the CREST Manual. The message, regardless

of whether it consfitutes the appeintment of a proxy or is an
amandment Io the instuction given to a previously appointed
proxy musl, in order to be valid, be transmitted 5o as to be
received by the Company's regisirar {ID 3RASC) no later than
48 hours (excluding nonworking days) before the time of the
meeling or any adjournment. For this purpose, the time of receipt
will be taken 1o be the time [as determined by the timestamp
applied to the message by the CREST Application Hest) from
which the Company's regisirar is able io reirieve 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 1o the appointee through other
means.

o 1.




CREST members and, where opplicable, their CREST sponsors,
or voting service providers should note that Euroclear UK &
Irelond limited does not make available special procedures in
CREST far any particular message. Normal system timings and
limitations will, therefore, apply in relation 1o the input of CREST
Proxy Instruciions. It is the responsibility of the CREST member
concerned to take {or, if the CREST member is o CREST personal
member, or sponsered member, or hos appoinied a voiing
service provider(s), lo procure that his CREST sponsor or voling
service provider(s) takels)) such action as shall be necessary 1o
ensure that o message s ransmitted by means of the CREST
system by any particular fime. In this connection, CREST
members and, where applicable, sheir CREST sponsors or voting
system providers cre referred, in pasticular, o those sections of
the CREST Manua! conceming practical limitations of the CREST
system and timings.

. The Company may treat as invalid a CREST Proxy Instruction
in the circumsiances sef aut in Regulation 35{5|(a) of the
Uncenificoted Securities Regulations 2001.

. The retun of a completed proxy form or other instrumen: of proxy
will not prevent you ctiending the AGM and voling in person if
you wish.

. Shareholders participating in the Beillie Gifford Investment
Trust Share Plan, Children's Savings Plan or the Baillie Gifford
Investment Trust ISA who wish io vole and/or attend the meeting
must complete and retum the enclosed reply-paid Form of
Direction,

. Pursuant tc Regulation 41 of the Uncertificated Securities
Regulotions 2001 and Section 311 of the Companies Act
2006 the Company specifies that to be entilled 1o atiend and
vote ot the Annual General Meeting [and for the purpose of
the determination by the Company of the votes they may cast},
shareholders must be registered in the Register of Members of
the Company no lates than 48 hours (excluding non-working
days| prior 1o the commencement of the AGM or any adjoumed
meeting. Changes to the Register of Members afier the relevan
deadline shall be disregarded in detesmining the rights of any
person fo attend and vote at the mesting.

10.Any person to whom this notice is sent who is o person
nominated under Secticn 146 of the Companies Act 2006 1o
enjoy information rights (o "Nominated Person’] may, under an
agreement between him /her and the shareholder by whom he/
she was nominated, have a right to be appointed {or to hove
somecne else appeinted) us o proxy for the Annual General
Meeting. If @ Neminated Person has no such proxy appeiniment
right or does not wish to exercise it, he/she may, under any such
ogreement, have c right o give instructions to the shareholder as
to the exercise of voting rights.

NOTICE OF ANNUAL GENERAL MEETING

11 .The statement of the rights of sharehclders in relation to the
appoiniment of proxies in Notes 1 and 2 above does not apply
to Neminated Parsons. The sights described in those Notes can
only be exercised by sharehclders of the Company.

12 The members of the Company may require the Company fo
publish, on its website, [without payment] a statement [which
is also possed to the auditors) sefting out any matier relating to
the oudit of the Company’s financial statements, including the
auditors” report and the conduet of the audit. The Company will
be required to do so once it has received such requests from
either members representing at least 5% of the total voting rights
of the Company or ot least 100 members who have a relevani
right to vete and hold shares in the Company en which there has
been paid up an average sum per member of at least £100.
Such requests must be made in writing and musi state your
full name and address and be sent to the Company at Calion
Square, 1 Greenside Row, Edinburgh, EH1 3AN.,

13.Information regarding the Annual Genercl Meeling, including
information required by Section 31 1A of the Companies Act
2006, is available from the Company’s page of the Managers'
website al www.japanirustple.co.uk.

14 .Members hove the right fo ask questions ot the meeting in
occordance with Section 319A of the Companies Act 2006.

15.Asat 11 October 2012 (being the last praciicable day prior 1o
the publication of this notice] the Company's issued share capital
consisted of 61,935,000 erdinary shares, carmrying one vote
each. Therafare, the total voting rights in the Company as at
11 October 2012 were 61,935,000 voles.

16.Any person holding 3% or more of the tolal voting rights of the
Company who appoints a person other than the Choirman of
the meefing as his proxy will need to ensure that both he and his
proxy complies with their respective disclosure abligations under
the UK Disclosure and Transparency Rules.

17 .No Director hos a contract of service with the Company.

18.A copy of he propsed new Aciicles of Association of the
Company will be avoilable o1 Broadgate Tower, 20 Frimiose
Street, london, EC2A 2EW and Callon Square, 1 Greenside
Row, Edinburgh EH1 3AN during normal business hours on any
day (Sclurdays, Sundays and public halidays excepted} from the
date of the notice of the AGM until the conclusion of the ACM.
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urther Shareholder Information

aillie Gifford Japan is an investment trust.
nvestment trusts offer investors the following:
participation in a diversified portfolio of shares;

constant supervision by experienced professional managers; and

the Company is free from capital gains tox on capitel profits
realised within its porifolio, although investors are still fiable for
copitc! gains fax on profits when selling their investment.

ow 1o Invest

he Company's shores are treded on the London Stock Exchange.
hey can be bought by placing an order with a stockbroker, by
sking a professional adviser to do so, or through the Baillie Gifford
avings vehicles [see page 47 for detalls). If you are interested in
investing directly in Baillie Gifford Japan, you can do so online.
here are a number of companies offering real time online dealing
services.

Sources of Further Information on the Company

The price of shares is quoted daily in the Financial Times and con also
ke found on the Company's website ot www.japantrustplc.co.uk,
Trusinet ai www.trustnet.co.uk and on other financial websites.
Cempany factshests are also available on the Baillie Gifford website
ond are updated monthly. These are ovailable from Baillie Giflord on
request.

Baillie Gifford Japan Identifiers:
1SN GBOODOABSB38
Sedol 0048583

Ticker BGFD

The ordinary shares of the Company are lisied on sthe london Stock
Exchange and their price is shown in the Financial Times and The
Scotsman under 'lnvestment Companies’.

Key Dates
The Annual Report and Financial Staiements are normally issued in
October and the AGM is normally held in November or December.

Capital Gains Tax

The cost for capital gains taxation purposes 1o shareholders who
subscribed for ordinary shares {with warrants attached)] is
apportioned between the ordinary shares and the warranis on the
following basis:

Cost of 2ach ordinary share $6.548p
Cost of fraction for warrant 3.452p
100.000p

The market value of the ordinary shares on 31 March 1982 was
77n. The market values on 20 November 1991 {first day of dealing

of new warrants}) were cs follows:

Ordinary shores 120p
Warrants 26p

The above cost and market value figures have been restated for the
five for one share split in November 2000.

Share Register Enquiries
Computershare Investor Services PLC maintains the share register on
behalf of the Company. In the event of gueries regarding shares

registered in your own name, please contoct the Registrars on 0870
88% 3221,
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This helpline also offers an automated selfservice functionslity
(available 24 hours o day, 7 days a week) which allows you to:

* heor the latest share price;
e confitm your current share holding balance; ond
* order Change of Address and Stock Transfer forms.

You can also check your helding on the Registrars” website ot
www.investorcentre.co.uk

They also offer a free, secure share management websile service
which allows you to:

* view your share portfolic and see the latest moiket price of your
shares:

* calculate the fofal market price of each shareholding;
* view price hisiories and trading graphs;

. chonge address det0i|s; and

¢ use online dealing services.

To take advantage of this service, please log in at

www. investorcentre.co.uk and enter your Shareholder Reference
Number and Company Cede [this information can be found on your
share certificate).

Electronic Proxy Voting
If you hold stock in your own name you can choose fo vote by

refurning proxies electronically of www.investorcentre.co.uk/eproxy.

If you have any questions about this service please contact
Computershare on 0870 889 3221.

CREST Proxy Voting

If you are o user of the CREST system {including o CREST Personal
Member}, you may appoeint cne or more proxies te give an
instruction to a proxy by having an appropriate CREST massage

fransmitted. For further information please refer to the CREST Manucl.

These financial siatemeants have been approved by the Directors of
The Baillie Gifford Jopan Trust PLC. Baillie Gifford Savings
Management Limited {'BGSM'} 15 the ISA Manager and the
Manager of the Share Plan and Children's Savings Plan. BGSM is
wholly owned by Baillie Gittord & Co. Both are outhorised and
regulated by the Financial Services Authority. Baillie Gifford only
provides information about its products and does not provide
investment advice. The staff of Baillie Gifford and Baillie Gifford
Jopan's Directors may hold shares in Baillie Gifford japan and may
buy or sell such shares from time 10 time.

Analysis of Shareholders at 31 August

2012 2011

Number of 2012 Number of 2011

shores held % shares held %

Institutions 32,859,088 531 34,307,161 554

Infermediaries 24,234,577 391 23,604,082 381

Individuals 2,266,482 3.7 1,702,206 2.7
Baillie Gifford

Share Plan/I1SA 2,256,220 3.6 2,224,387 3.6

Marketmakers 317,733 0.5 Q7,164 0.2

61,935,000 100.0 61,935,000 100.0




ost-effective Ways to Buy and Hold Shares
n The Baillie Gifford Japan Trust

illie Gifford & Co offers a number of plans that enable you to buy
d hold shares in Baillie Gifford Japan costefficiently. Purchases

d sales are normally subject to o decling price spread and
vernment stamp duty of 0.5% is payable on purchases.

e Baillie Gifford Investment Trust Share Plan
Ne initial charge

Neo annual wiapper charge

Nomally cheaper than dealing through o stockbroker
Invest a lump sum from £250 or monthly from just £30
No maximum investment limits

Stop and start saving at any time with na charge
Twice weekly decling [usually Tuesdoy and Friday)

A withdrawal charge of just £22

he Baillie Gifford Investment Trust ISA

Tax-efficient investment
No sstup charge
Flat rate annual mancgement charge currently of £32.50 + VAT

lump sum investment from £2,000 currently up to a maximum of
£11,280 each year

Save monihly from £100
A withdrawal charge of just £22

A Transfers

Transter existing 1SAs from other plan managers into the Baillie
Gifford ISA

Censolidate your plans info a managed global investment
Minimum transter value £2,000

he Baillie Gifford Children’s Savings Plan

An excellent way for parents, grandparents or other adulis to
invest for a child

Na initial charge
No annua! wrapper charge
The option of a designated account or a bare trust in favour of

the chiid

Flexible investment options: lump sum from £330 or monthly
saving from just £25

A withdrawal charge of just £22

Online Management Service

'ou can also open and manage your Share Plan/Children’s Savings
Plan* and/cr ISA cnline, through our secure Onling Management
Service {OMS] which can be accessed through the Baillie Gifford
website www.bailliegifford.com. As well as being able to view the
details of your plan cnline, the service alse allows you to:

* get current valuations;
¢ make lump sum invesiments;

¢ switch between investment trusts [except where there is more than
one holder);

* sef up a direct debit to make regular investments; and
* updale cerfain parsonal defails.

*Please note that a bare frust cannot be opened via OMS. A bare irust
application form must be completed.

Further information

It you weuld like more information on any of the plans described,
plecse contact the Baillie Gitford Client Relations Team. {See contact
defails on poge 48).

Risks
Past performance is not a guide o future performance.

Baillie Gifford Japan is a listed UK company. As @ result, the value of
the shares and, any income from those shares, can fall as well as
rise and investors may not get back the amount invested.

As Baillie Gifford Jopan invests in overseas securities, changes in the
rates of exchange may also cause the value of your investment fand
any income it may pay) to go down or up.

Baillie Gittord Japan has borrowed money to make further
investmenis [sometimes known as ‘gearing’). The risk is that when this
money is repaid by the Company, the value of the investments may
not be enough to cover the borrowing and interast costs, and the
Company will make a loss. If the Company's investments fall in
value, any borrowings will increase the amount of this loss.

Baillie Gittord Japan can buy back its own shares. The risks from
borrowing, referred to above, are increcsed when the Company
buys back its shares,

Market values for securities which have become difficult o trade may
nol be readily available, and there can be no assurance that any
value assigned 1o such securities will accurately reflect the price the
Company might raceive upon their sale.

Investment in smaller companies is generally considered higher risk
as changes in their share prices may be greater and the shares may
be harder to sell. Smaller campanies may da less well in periads of
unfavourable economic conditions.

Baillie Gifford Japan invests in Jopan and single country trusfs are
generally considered higher risk than those which invest in a number
of different countries, as they are exposed fo the changes in a single
market and currency.

Baillie Gifford Japan can make use of derivatives. The use of
derivatives may impact on its performance.

The generation of income is less important than the aim of achieving
capital growth and it is unlikely thai the Company will provide o
steady, or indeed ary, income.

Shareholders in Baillie Gifford Jopan have the right 1o vole al the
Annual General Meeting on whether to conlinue the Company, or
wind it up. If the shareholders decide to wind the Company up, the
assets will be sold and you will receive a cash sum in relation 1o
your shareholding.

You should note that tax rates and reliefs may change at any time
and their value depends on your circumstances. The favourable tax
treatment of 1SAs may change.

Investment Trusts are UK public listed companies and as such comply
with the raguirements of the UK Lisling Authority. They are not
authorised or regulated by the Financial Services Authoriy.

Details of other risks that apply ic investment in the savings vehicles
are contained in the product brochures.

The information and opinions expressed in this document as subject
to change without notice. This information has been issued and
opproved by Baillie Gilford & Co and does nol in any way
consfitute invesiment advice.
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ommunicating with Shareholders

rust Magazine
rust is the Baillie Gifford investment trust magazine which is
ublished three times a year. It provides an insight to our investment
pproach by including interviews with our fund managers, as well
s containing invesiment Irusi news, investment features and arficles
bout the trusts monaged by Baillie Gifford, including Baillie Gifford
apan. frust plays en important role in helping to explain our
roducts so that readers can reclly understand them. For a copy of
Trust, please contact the Baillie Gifford Client Relations Team.

n online version of Trust can be found at www.bgtrustonline.com.

Il articles are available 1o read on screen and can also be
downloaded in o PDF format.

Guides to Investment Trusts

Baillie Gifford has produced a number of educational guides on
invesiment trusts, These are designed to explain how investment trusts
work and to explain the various ways you can invest in them. If you
would like copies of any of these guides, please contact the Baillie
Gifferd Client Relations Team.

Baillie Gifford Japan on the Web

Uptodate information abeut Baillie Gifford Japan, including o
monthly commentary, recent porffolic information and performance
figures, can be found on the Company’s page of the Managers’
website of www.jopantrustple.co.uk.

You con also find ¢ brief history of Baitlie Gifford Jopan, an
explanation of the effects of gearing ond a flexible performance
reporting tool.

Suggestions and Questions

Any suggestions on how communications with sharehelders con be
improved are welcomed, so please contact the Baillie Gifford Client
Relations Team and give them your suggestions. They will also be
very hoppy lo answer questions that you may have, either about
Baillie Giftord Japan or the plans deseribed on page 47.
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Literature in Alternative Formats

It is possible to provide copies of the literature in alternative formats,
such as large print or on audio tape. Please coniact the Baillie
Gifford Client Relations Team for more information.

Client Relations Team Contact Details
You can conlact the Baillie Gifford Client Relations Team by
telephone, emait, fax or post:

Client Relations Team

Beillie Gifford Savings Management Limited
Cclion Square

1 Greenside Row

Edinburgh EH1 3AN

Tel: 0800 027 0133
We may record your call

E-mail: trustenquiries@bailliegifford.com
Website: www.bailliegifiord.com

Fax: 0131 275 3955

Please note that Baillie Gifford is not permitted to give financial
advice. If you would like advice or if you have any questions
about the suitability of these plans for you, please ask an
authorised intermediary.
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