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Henderson High Income Trust plc

Investment
strategy

Growth

Independent board
of directors

Invests in a prudently diversified selection of both well-
known and smaller companies to provide investors with a
high dividend income stream while also maintaining the
prospect of capital growth.

A substantial majonity of the Company’s assets i1s currently invested in
ordinary shares of listed companies with the balance 1n listed fixed
interest stocks The Company invests predominantly in companies
listed in the UK and does not expect to invest more than 20% of
total assets in non-UK hsted companies. The selection process seeks
to identify companies with strong balance sheets and capable of
paying dividends There 1s a focus on well-managed companies
whose gualities may have been temporarily overlooked and which
offer potential for capital appreciation over the medium term. The
Company has an active policy of using appropnate levels of gearing.

The net asset value total return of the Company over the past five
years 1s 12 0% (source Morningstar)

The directors, all of whom are independent of the Investment
Manager, meet at least six times a year to consider investment
strategy and monitor performance




Performance
Summary

Dividend
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and Payment
Dates
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31 December 31 December Change
Per ordinary share 2010 2009 %
Net asset value 126.70p 117 73p +16
Market price 124.75p 114 50p +90
Revenue return 7.37p 751p -19
1 year 3 years S years
Total retum {with net dividends reinvested) % % %
Net asset value ("NAV") per ordinary share* 154 53 120
Market price per ordinary share 19.0 75 131
Benchmark* 12.7 82 280
FTSE All-Share Index 145 44 28B4
FTA Government All Stocks Index® 72 195 267
"Seo page 46 fur explanaton of mowvement m the NAV
*The benchmark was a composite of 75% of the FTSE AB-Share Index and 25% of the FTA Government Al Stocks tndex
Sonmre. MOMmargsian
“Source Datasiraam, gross dandends remvestad
2010 2009
Net divndend yreld at 31 December % %
Henderson High Income Trust plc 6.7 72
FTSE All-Share Index! 2.9 32
FTA Government All Stocks Index’ 3.7 41

"Soune: Daasream

The next dwvidend payment to shareholders will be on 28 Apnl 2011 Thrs will be the first

intenm dwidend in respect of the year o 31 December 2011 and will repiace the fourth

mtenm dmdend for the year ended 31 December 2010 Therefore the Company has declared
and pad three dradends of 2 075p each in respect of the year to 31 December 2010, making
a total of 6 225p for the year (2009 8 30p) Further details are contamnmed in the Chairman’s

Statement on page 3

Details of the dmdends paid during the year ended 31 Decemmber 2010 are gven in the

Reconaliation of Movernents in Shareholders’ Funds on page 28. The dwdends in respect of
2011 are expected to be paid on the following dates

First intenm 28 Apnl 2011
Second intenm- 29 July 2011
Third intenm 31 October 2011
fourth intenumy 31 January 2012

The first intenim dvidend of 2 Q75p per ordinary share for the year ended 31 December 2011
will be paid on 28 Apnl 2011 to shareholders registered on 8 Apni 2011 The shares will be

quoted ex-dmdend from 6 Apnl 2011
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Chairman’s Statement

Hugh Twass

Assets and performance

In my intenim statement, which | wrote in July just after

the equity market had hit a low for the year, | ventured to
suggest that the market would find support at this lower
level and so was cautiously optiristic for the outlook for the
rest of the year It s pleasing to be able to report that my
optimism was well placed, with the equity market recovering
strongly in the second half However, it was not an entirely
smooth run, with a couple of nervous moments when the
market fell back, and uncertainty increased, before
recovenng its pose and mowing 2head again. It must be sad
that an important element of this latter recovery was driven
by the strong performance of the resource stocks, this
reflected the strong nse in commodity prices that were being
fuelled by the continued strong growth n the economies in
China and other emerging countnes

There was also some switching out of gilts into equities as the
UK inflation rate continued to nse, partly fuelled by the strong
commodity prices, but in additron investors womed that
interest rates might have to nse sooner than expected in order
to control tnflation Griven our imited exposure to the low
yielding resource stocks and our exposure to bonds, it 1s very
pleasing to be able to report another year of positive returns,
with the share price total return of +19 0% outstnipping that
of our NAV of +15 4% and well ahead of our benchmark’s
return of +12 7% This further step i recovenng some of the
lost ground from the previous market falks 1s to be welcomed
and credit must be given to our Portfolio Manager for
successfully managing our portfolio in the challenging market
conditions There are more details regarding portfolio actraty
in the Investment Rewiew section

In prepanng to write this statement, | looked at the chart of
the FTSE All-Share Index over the 1ast year and was much
struck by how 1t appeared to have a dose resemblance to the
outline of the Big Dipper roflercoaster at Blackpool Pleasure
Beach and | was reminded how on occasions it has certainly
felt like being on 1t

Henderson High Intome Trust plc Report & Finandal Statements 2010

Dividends

In last year's report | said that we were hopeful that the worst
of the dnadend cuts i the market were over and that in this
year we would see the restoration of some dividends, and
even increases n others | am glad to be able to report that
this almost completely came about but that the benefits of
this were, unfortunately, largely offset by BPS suspension of its
dwidend followng ris disaster in the Gulf of Mexco As | have
outhned i my previous reports, our strategy has been to
utilse revenue reserves to bridge the gap created by dwidend
cuts in recent years, until dvidend growth rebuilds our
revenue and once more covers our distnbutions to
shareholders

Whilst we expect further growth in the dwdends from our
investments this year and, as already announced, BP will
resume paying dwvidends again, albait at only half its previous
level, it 15 stll likely that our dnadend will not be enuirely
covered in 2011 However, our current forecasts show a
reduced requirement to draw on reserves in 2011 to maintain
the exssting dmdends Clearly we cannot continue ke this
for ever as our reserves are finite, but on cumrent forecasts
the improvement in 2011 1s expected to continue in 2012

A maintained dvidend 15 certamly our aspiration, but this wall
continue to be kept under review in hght of actual expenence
and the investment condittons at the time

Although we have sufficent revenue reserves overall, because
of differences in the timing of our dnvidend payments and our
dndend receipts this year, in accounting terms we have
insutficent reserves in the 2010 accounting year 1o be able to
pay the entire fourth intenm dividend We have, therefore,
deaded to replace the fourth intenm dmadend for 2010 by
banging forward the payment of the first intenm dwdend for
2011 Ths first intenm ddend will now be pad to
shareholders in Apnl on the same day as the fourth intenm
dmdend would have been, and subsequent quarterly
dmidends will be paid every three months thereafter
Shareholders will, therefore, not on this account see any
change in the payment dates of theirr dnadends nor in the
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Chairman’s Statement

continued

amounts, despite these finanaal statements only showing
three dradend payments in respact of the 2010 financial year

Gearing

As shareholders will be aware, it 1s an important feature of this
Company that we utiise an element of geaning, pnncipally to
enable us to generate addiional income, and hopefully also
capital growth over time A year ago it was almost impossible
to find long term borrowing faolities, so we took out a facility
for just one year Although conditons have improved in the
banking sector and longer term faclines are starting to
become available, we have deaded in the present
arcumstances to renew our borrowing fadlity for another year
We have also taken the opportunity to increase the size of our
facility, in hght of the additional new shares issued over the
past year and the level of our assets

Custody

During the year the Board carned out a detailed review of our
custody arrangements After careful consideration 1t was
deaded to change from B8NP Panbas and JPMorgan to HSBC
Bank This new arrangement will come into effect during
2011 1 would ke to thank BNP Panbas and JPMorgan for the
service they provided to us

Management agreement and performance fee

We have also reviewed our Investment Management
Agreement with Henderson and have reached a new
agreement which 15 in hne with current formats There are
two matenal changes in the terms of the new agreement
compared to the previous one Firstly, n Iine wath the best
practice in the sector, we have agreed a shorter notice peniod
of six months compared to the previous twelve months
Secondly, we have altered the basis of calculation of the
performance fee arrangement which we have n place,
although the owverall cap on the fees payable in any one year
has been maintained at its existing level The main changes
are to switch to a yearly calculation penod rather than a
rolling three year pernod as previously, to calculate any relative
performance in cash terms rather than based on relative
percentage changes, the introduction of a high water mark so
that no performance fee will be pad until any shortfall <n
relative performance has been recovered, and to adopt a new
benchmark that 1s more closely aligned to the reality of our
underying portfolio The full details of the new basis are set
out on pages 15 and 16 of this annual report

We believe that this new basrs is fairer to both shareholders
and our Manager

Outiook

It 15 difficult not to conclude that 2011 s likely to feel like
another rollercoaster year on the Big Dipper Uncertainties
abound regarding many issues at present, particularly ansing
from the awful disaster in Japan, whose full effects are
emerging as | write this statement, and these are unlikely to
be resolved any tme soon. Whether it be about the strength
of the economuc recovery, the stubbornly high UK inflation
rate, the impact of our government’s spending cuts, the euro
debt problems or the knock on consequences of the demands
for real democracy amongst many Arab nations, just to
mention a few of the known knowns, let alone the known
unknowns or the unknown unknowns {courtesy of the
unfamented Donald Rumsfeld) Howewer, there s good news
about too and there could be more in the months ahead,
particularly f some of the current fears prove to be
unfounded So expect a nde on the By Dipper as sentiment
swings but there are good reasons to believe that we should
reach the higher points, even if we have to endure the
cccasional downward dip to get there

My cautious optimism comes from the fact that many
comparies are cash rnich and so wall either make acqursitions,
buy their shares back or increase their dwvidends from profits
which should continue to grow. whilst valuations are sull not
tooc demanding In addition, given that interest rates are likely
to remain low for some time, investors sbll have enormous
amounts of cash looking for higher returns that can only really
be found in riskier assets hke equites Therefore, despite
markets hkely to continue being volatle, there are probably
still good reasons to remain invested and there should
continue to be attractive opportunities for investment
companies ke ours

Rt ~

Hugh Twiss, Chairman
21 March 2011
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Investment Review

Alex Crooke

Rewview of the year to 31 December 2010

Given some of the remarkable events, both worldwide and
closer to home, that occurred last year 1t 1s encouraging that
both bonds and equities continued to find strength The
bailouts of Greece and Ireland did at tmes spook investors but
as global economic growth conttnued to pick up, share prices
advanced through the year, admittedly with the odd setback.
The portfolio performance broadly mirrored the market’s
moves, although the equity investments are more defensve
and tended to underperform nsing markets and preserve
value when prices fell The corporate bond investments fared
better than UK gilts and overall the Company’s geanng
enhanced the underlying performance of the investments

The UK expenenced an eventful year, with the general
election in May ending with no party gaining an overall
mzjonty and the first Coahtion Government for many

decades The change of leadership heralded a significant shift
in economic policy, taking the country towards austenty and
induding plans to cut public spending The Bank of England
mamtamned its low interest rate policy throughout the year but
infiationary pressures built as tax nses, commodity pnice
increases and currency effects all fed through into higher
levels of retail and consumer prices Poor consumer sentiment
and hmited employment growth began to take its toll on
economi; recavery in the UK and the slowdown culminated in
the economy shrinking n the fourth quarter of 2010, albert
heawvily disrupted by poor weather Overall, the UK

The ten largest investments at 31 December 2010 were:

manufactunng and service sectors of the economy showed
the best growth atthough consumer spending has clearly been
impacted by higher pnices and imited wage inflation

The bnghtest spot in the UK has been the continued
improvement in corporate profits, espeaally those companies
exposed to commodites or emerging markets growth In the
penods dunng the year when companies reported profits |
{March and September) the stock market generally rose in
value, with these resulis exceeding analysts’ expectations
Companies are now reporting higher levels of sales and
sustaining margins because costs are being controlled and
debt s being repaid rapidly The second half of the year saw a
partacular acceleration in expectauons for future profits, which
prompted investors to sell bonds to purchase equities
Although share pnces grew over the year, the nse in profits
outstnpped the inaease in share prices, leaving the overall UX
market on a lower Pnce to Earmings rato than at the
beginning of the year

The most favoured sector was again the mirung sector, benefiting |
from hegher metal pnces and steady demand from emerging !
markets. However, untke in 2009, the market broadened out and

a wrder selecbon of sectors partiapated in the move upwards.

For instance, the utlihes sector, and water companies in

parbicular, performed well due to the publication of their next five

year pnang review and in addition benefiting from inareasing

inflazon which feeds through to higher water rates The od sector

was hugely impacted by BP and underperformed despite oi

Market value Market value Percentage Percentage

2010 2009 of portfolio of portfchio

Posihon  Company Sector £000 £ 000 2010 2009
[1 Britsh Amencan Tobacco Consumer Goods 7415 5.354 53% 44% |

2 Vodafone Telecommunications 6.355% 5,508 4.6% 4.5%

[ 3 BP Ol & Gas 54819 8.400 42% 6.8% |
4 HSBC* Financals 5,591 5,998 4.0% 4.9%
[5 Natonal Gnd* Utities 4,383 4,773 3.5% 39% |
6 Aviva* Fnanaals 4,518 4,723 33% 38%
[7 GlaxoSmithKhine Health Care 4427 3,066 3.2% 25% |
8 Cathn Finanaals 3,867 4,233 28% 34%
[9 Jardine Lioyd Thompson Finanaaks 3.774 2,902 2.7% 24% |
10 Standard Life* Anancals 3,574 - 2.6% -

50,223 44,957 36.2% 36 6%
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Investment Review

continued

pnces increasing  Shares in BP more than halved at one pont, as
the cormpany faled 1o stem the flow of ol into the Gulf of
Mexco from ts Macondo well Once the well was capped, there
was a steady recovery in BPS share price, however, the
suspension of dvdends hit the market hard, effectvely canceling
out growth from all the other market constituents.

Corporate bond pnces continued therr steady improvernent
from the lows 1n early 2009 and yield spreads over UK
government gilts narrowed. As the year approached its end,
there was increasing speculation that interest rates may need to
nse to control inflation despite the sluggssh growth in the UK
economy There was significant new bond ssuance in 2010,
espeaally from the banks, seeking to push out matunties and
lock in lower yields The hrmited number of corporate failures
mearnt that high yield bonds outperformed better quality
government credrt and this trend generally benefited the
portfolo which had a higher exposure to finanaals in partcular

Portfolio activity

From late 2009 we started to make adjustrnents i the mix of
bonds and equities, favouning equibes Inibally we reduced the
holdings of preference shares which are effectively very long
dated bonds and will be most vulnerable when interest rates
start nsing Through 2010 we made further sales of fixed
income holdings, reduang preference shares to 2 8% of the
whole portfolio and corporate bonds to 13 6% This left the
total fixed interest holdings at 16 4% of assets and equities at
ther hughest level (83 6%) dunng my tenure as Portfolio
Manager The preference for equities from this point is driven
by the prospects for dwvidend growth, while increasing interest
rates in the future will imnt the capital potenual from bonds
The Company’s geanng has been broadly maintained at 23%,
as the hugher level of borrowings was offset by the increased
level of overall assets Importantly the equity gearnng to net
assets has increased relative to fixed interest investments
reflecting the shift to favour equities over the medium term

The partfolio actmty over the year has not only been
influenced by the move to increase equity exposure but also
to reduce the impact upon inceme from this shift
Unfortunately the portfolio’s income generat:on was also
severely affected by BP's suspension of dwvdends which
reduced income during the year by approximately £380,000
At the ume BP was the largest holding and the events in the
Gulf of Mexico were most alarming When the company failed
to imit the flow of oll after the inrtial phase, we took the
decssion to reduce significantly the holding, selling at 535p
We subsequently repurchased a large portion of these shares
below 350p, when it was deaded that there was an
overreaction and that BP could meet rts obligations to clean

up the spill However, the reduction in BP dmdends cancelled
out the growth we saw from the other holdings in the
portfobo Many of the other investments posted good growth
in dwvidends. such as Vodafone, IMI and British American
Tobacco

With the certainty of a further five year regulatory pnce review
for the water sector, we increased holdings that were sold two
years ago Larger positions in Northumbsrian Water, United
Utilities and Severn Trent were purchased Balance sheets
appear n better shape and the sector should benefit from
higher inflation There were also further purchases of Centrica
and Soottish & Southemn, as these muttutlites have been
out of favour but we see scope for higher valuations based on
good growth in dmdends and increased market share.

There have been selective investments in European companies,
as certain sectors in the UK have become very concentrated in
terms of available investment opportunimes. New purchases
included Terna, the Italian electnaty distribution network, and
CRH, the global building matenals distnbutor. We waill
continue to seek out new European investments in the higher
yielding sectors, hike pharmaceuticals and telecoms, but do
not expect overall direct European holdings to exceed more
than 10% of the portfolio value

The successful holding in Prodesse was redeemned earhier in
the year and mitially it proved difficult to replace its high level
of income We have subsequently found an opportunity to
make two aew mnvestment fund holdings ;n Carador and
John Laing infrastructure Fund The latter will yield 6% and
has exposure to high quality infrastructure properties, such as

Sector analysis of the equity portfolio
at 31 December 2010




Investment Review

continued

hosprtals and toll roads, providing nising income over time.
Carador invests in corporate loans and gives exposure to both
the recovery in corporate profits but also nsing nterest rates
being reflected in higher payments on loans

The mix of investments remarns faily defensive and reflects a
balance between stable high dwvidend yields and an exposure to
growth of income over the next few years. We have always
struggled to invest in the lower yielding mining and sernce
sactors and this wall remain so, untess dmdend growth accelerates
sigrificantly We have continued to reduce exposure to equities
and bonds where dvidends or coupons may be at nsk of being
cut but overall the outlook for income & improving and, with a
low payout ratio across the UK market, there s scope for
drvidend growth o pick up across most sectors

Outlook

The pnmary objective over the coming twelve months s to
restore the Company’s revenue to a basis that can sustain the
current dmdend dstnbutions The recession that started in
2008 hit the UK market’s dwvidend payout particularly hard
and total dnadends fell by 30% from the peak (see the graph
below) There has only been a partial recovery in market
dmwidends because BPS suspended dnvidends wiped out
growth elsewhere The picture 5 douded with the more
defensive stocks maintaining their payouts but consequently
they cannot be expected to grow their dnvadends as strongly as
others duning the recovery.

The Company’s strategy has been to utilise revenus reserves
for as long as justfiable in order to bndge an income shortfall
and allow divedends to grow to cover the mcome requirement

Top ten holdings by contribution to income
dunng the year ended 31 December 2010

Henderson High Income Trust pic Report & Financdial Statements 2010

once more Reserves have been drawn upon in 2009 and
2010, in roughly equal measures In 2011, however, we
expect a significantly reduced draw down of reserves as
company dwvidends continue to grow; a trend which, barnng
unforeseen arcumstances, 1s expected to continue in 2012

The outlook for capital growth will be influenced by the fight
to control inflation and whether the Bank of England decides
to increase interest rates soon Rising short term rates tend to
lead to growth stocks underperforming and overall the equity
market struggles to make progress The mix of investments in
the portfolio may do better though, as both insurance and
utiities are benefioanes of tugher interest rates and inflation
Generally equity valuations are not expensive with many
stocks on single figure P/ES and dwidend yields above
government gilt yields There will undoubtedly be further
shocks in the world and each will need to be judged against
s impact on the global economy but our stock selecton
remains defensive and 1s focused on the preservation of both
capital and income Corporate profits wall continue to grow in
2011 and a modest flow of investors’ {funds from bonds to
equities could produce anocther hard earned year with higher
share pnces

Alex Crooke
Ben Lofthouse
21 March 2011

FTSE All-Share dividends
(rebased to 100 at 1 January 2005)

Holting £000
[ vodaione 326 |
British Amencan Tobacco* 320
[ Avva* 316 |
Cathn 299
{ Nauonal Gnd* 273 |
HSBC* 232
I GlaxoSmithKline 206 |
Scottish & Southern 188
[ Royal Dutch Shell 174 |
Standard Chartered* 163
Total 2497

These represent 34% of the total mgome From wwestments. during the year
* ncludes foxed mterest ncome
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Investments: Fixed Interest

Valuations at 31 December 2010

FIXED INTEREST £000 FIXED INTEREST £000
Preference Shares Others
Aviva 8 75% 791 Aviva 6 125% Perpetual 875
General Acadent 8 875% 373 Barclays Bank 6% Perpetual 2049 1,522
Middlefield Canadian Inc Part Pref 7% 1.372 BNP Panbas 7 436% Perpetual 2049 960
National Westrmunster Bank 9% 500 Carnval 7.125% 2012 762
Royal & Sun Alhance 7%% 400 Credit Suisse Group 8.514% 2015 1,559
Santander 10 375% 390 Daily Mail & General Trust 5 75% 2013 474
Datly Maid & General Trust 7 5% 2013 789
Total Preference Shares 3.826 HSBC Capital Funding 8 208% 2049 979
Investec Finance 7.75% 2016 982
Legal & General 6.385% Perpetual 1,367
Uoyds Capital 11 04% 2020 354
National Grid 6 125% 2014 653
National Westminster Bank 7 625% 2049 365
Portman Building Sodety 7 125% 2016 1,017
Prudential 11 75% 2049 210
Rexam 6 759% 2067 825
Royal & Sun Alliance Insurance 8.5% Perpetual 609
Soaété Géndrale 8.875% 2049 1,203
Standard Chartered 8 103% Perpetual 2016 2,088
Standard Life 6 75% Perpetual 1,306
Total Others 18,899
TOTAL AXED INTEREST 22,725

Investments: Equities (including convertibles and investment funds)

Vatuations at 31 December 2010

OIL & GAS £000 INDUSTRIALS continued £000
Oil & Gas Producers Industrial Transportation
BP 5.819 Brinsh Aurways* 530
LASMO OPS 32 Fisher ) & Sons 1,010
Royal Dutch Shell "B 3,093 Goldenport (Greece) 1%
Total Oil & Gas 89aq  'Vincanton 473
Support Services
INDUSTRIALS £000 Amec 780
Aerospace & Defente Berendsen 661
BAE Systems 1,155 De La Rue 850
Electrocomponents 1,143
Construction & Materials Premuer Farnell 338
Batfour Beatty*™ 264 Smiths News 1,653
CRH (treland) 885  Total Industrials 15,506
Galliford Try 2,258
Marshalls 540
“mncludes convertbles
Industrial Engineering
IMI 1,276
Metalrax 100
Semior 859
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Investments: EqQuities (including convertibles and investment funds)

continued
CONSUMER GOODS £000 UTILMES £000
Beverages Electricity
Diageo 1,185 Scottish & Southemn 1,642
Terna (ltaly) 2,028
Food Producers
Dairy Crest 1.757 Gas Water & Multiutilities
Hilton Food Group 969 Centnca 1.564
Tate & Lyle 1,036 National Gnd 4,230
Northumbnan Water 2,979
Tobaco Severn Trent 3,088
Briish American Tobacco 7.415 Unrted Utlines 1,480
Impenal Tobacco 2,165 Total Utilities 17.011
Total Consumer Goods 14,527
ANANCIALS £000
HEALTH CARE £000 Banks
Pharmaceuticals & Biotechnology HSBC 4,612
AstraZeneca 2630
GlaxoSmithKline 4,427 Nonlife Insurance
Catlin 3.867
Total Health Care 7,057 Hiscox 954
Jardme Uoyd Thompson 3,774
CONSUMER SERVICES £000 RSA Insurance 939
General Retailers
HMV 166 Life Insurance
Kingfisher 1,870 Aviva 2.852
Majestic Wine 1,310 Chesnara 1.638
Hansard 900
Media Prudental 1,202
v 444 Standard Ufe 2,268
Tnnity Mirror 282
Real Estate
Travel & Leisure Conygaf Investment 209
The Hotel Corporation 703 Land Securities e
Marston’s 1,217 Mapeley* 61
Thomas Cook 1,290
. General Finandal
Total Consumer Services 7,282 Eurocastle (Nethartands) 7
Intermediate Capital 2,492
TELECOMMUNICATIONS £000 Investec 942
Fixed Line Telecommunications ;'_0;]1 dgmms}‘ 1 53:
BT 2,170 ule n .
Kcom 285 Equity Investment Instruments
1,497
KPN (Netherlands) 49 Carador (ireland) 1,798
Mobile Telecommunications Henderson Dversified income 1.688
Vodafone 6.355 John Laing Infrastructure 2,130
Total Telecommunications 10,607 Total Financials 34.977
TOTAL EQUITIES 115,911

“mchudes convertibles




Classification of Investments

at 31 Decernber 2010
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Total Total Total Total
11 December 31 December 31 Decornber 31 December
2010 2009 2010 2009
% % % %
FIXED INTEREST Tetecommunications
Preference shares 28 42 Fixed Une Telecommunications 3.1 1.7
Others 13.6 194 Mobile Telecommunications 46 45
Total Fixed Interest 16.4 236 Total Telecommunications 7.7 62
EQUITIES Utilities
Oil & Gas Electncrty 2.7 22
Oil & Gas Producers 6.4 90 Gas Water & Multiutilines 96 63
Total Qil & Gas 6.4 90 Total Utilittes 123 85
Industnals Finandals
Aerospace & Defence 08 1.0 Banks 33 a1
Construction & Matenals 33 3.0 Nonlfe Insurance 69 65
Electronic & Electncal Equipment - 02 Ufe Insurance 64 49
Industnal Engmeening 1.6 04 Real Estate 1.0 08
Industnal Transportation 16 2.2 General Financial 36 58
Support Services 39 40 Equity Investment Instruments 4.0 13
Total Industrials 112 10.8 Total Finandials 252 234
Consumer Goods Total investments 100.0 1000
Automobiles & Parts - 08
Beverages 0.9 11
Food Producers 2.7 1g Distribution of the UK equity holdings of
Tobacco 6.9 68 Henderson High Income Trust plc
Total Consumer Goods 10.5 105 3t 31 December 2010
A Large companies {(constituents of the FTSE 100 Index)
Health Care B Medium-sized companies (constituents of the FTSE 250 Index)
Pharmaceuticals & Biotechnology 5.1 47 ©Small companies
Total Health Care 5.1 42
Consumer Services
General Retailers 24 09
Mecha 0.5 0.8
Trave! & Leisure 23 21
Total Consumer Services 52 38




Directors

Huogh Twits Vhaat Bialoety A Bull

Hugh } Twnss jomed the Board on 1 October 2003 and was dected
Chairman in May 2006, having been Chazman of the Nomenations
Commuttee since January 2004 He has more than 30 years” mvestment
expenence, predomnantly with the Remmgs Group whese ha was a
senior member of ther Irvestment management operabon for many
years, incduding responsibiity for mvestment teams and other business
ssues, before retinng in 2001 He has had many years' svolverment with
investment trusts, nduding as a dctos, manager, maor msiiubonal
shareholder and long time personal svestor He 5 curently a non-
executve director of INVESCO Income Growth Trust pic, a member of
the Greermwch Hospital Advisory Panel and s mvolved with other
chanties, as well a5 domg vanous consuttancy assgruments, vduding
working with Trust Assoaates

Vivian P Bazalgette joined the Board on 1 Novemnber 2004 and

was Charman of the Audit Committee from May 2006 untd
Septemnber 2008 His career as an umwestment speoafist began over

30 years ago and mduded penods with James Capel the stockbrokers,
and Mercury Asset Management, before spending nearly 10 years at
Gartmore where he became Managing Director of Pension Funds tn
1996 he joined M&G as Chuef investment Officer, retarung the same
posiion untd 2002 after M&GS aoquisthon by Prudennial He was also a
director of M&G High income Investment Trust plc. He s aurently a
non-executive director of Brunner investment Trust plc and Perpatual
Income and Growth Trust pic, an adviser to BAE Systemns Pension Fund
and the Nuffield Foundation, as well as being a member of the
Investment Commuttee of St Jamess Place PLC Among a number of
chanty mvolvements, he s deputy chawman of the governors of Dubwach
College and a member of the Advisory Board of Greenwach Hospitat

Andrew L C Bell joined the Board on 1 November 2004 He has
worked n the City since 1987, intially speoaksing in European equibes
as a strategist at Bardays de Zoete Wedd (82W), followang which he
was Co-Head of the Investment Trusts team at BZW and Credit Sursse
First Boston From 2000 untd February 2010 he worked for Carr
Sheppards Crosthwarte and Rensburg Sheppards as Head of Research,
leaving to take up appointment as a director and Cheef Exequstive
Officer of Witan Investment Trust pic from 8 February 2010 Pror to
the City, he worked for Shell n Oman, leaving to take a Sloan

Management

Alex Crooke B Lofthcare Deboral ke
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et Lirtiegolers: Amthony Mewhcoee

Fellowshp at the London Business Schoo! He s a deputy chatrman of
the Assoaaton of imvestment Companies

Margaret Littlejohns jomed the Board on 1 fuly 2008 Following
unversity she joined Criigroup  accumulating 18 years of expenence in
both commernal and mvestment banking and developing parbcudar
expertse i demvatives and i aedit and market sk management. She
has akso worked as an mdependent consultant m the commernal,
chantable and acadermc sectors Since 2004 she has established two
new salf storage comparnes in the Midlands and s arrrently Finance
Diwrecior and Company Secretary of The Space Place Self Storage
(Tetford) Ud in 2008 she was appointed as a non-executive director of
JPMorgan Mid Cap tnvestment Trust plc. She s also a trustee of two
chanbes gwolved m reheving and researching lymphabe cancer The
Lymphoma Assooaten and The Lymphoma Research Trust.

Anthony 1 R Newhouse jomed the Board an 1 fuly 2008 Hes a
sohator who was a partner in Slaughter and May unil 2008 He began
his career 1 the Gity i banking and joined Staughtar and May in 1976,
where he became a partner n 1984  He had a wades-basad domestic
and miternational corporate finance practice, advsing many UK Isted
and other corporate entties. He 5 currently a member of the
PncevvaterhouseCoopers Adwisory Panel and a wsiting professor at the
Londan Metropolitan Unversity Business School

Janet S Walker pmed the Board on 1 June 2007 and was appainted
Chaurnan of the Audit Commutiee on 1 October 2008 Since the
begmrang of 2011 she has been the Bursar of £ton College She was
formerly the Commeraal & Fnance Dinectar of Ascoot Racecourse and a
non-executve drrector of the Design Counxdl and Royal Holloway College
From 1980 urml 2003 Mrss Walker was employed in broadcastng,
induding roles as Director of Finance and Bustness Affairs at Channed Four
Televiwon from 1998 o 2003, Drrector of Finance at Granada Media
Group from 1996 to 1998 Fnanaal Controfler, Regional 8roadcasting for
the BBC from 1994 to 1996 and Deputy Direcior of Rnance and
Corporabon Secretary at Channel Four Televrsion from 1988 o 1994

All directors are non-executive and are mernbers of the Audit,
Management Engagement and Norminations Comrmittees,

Alex Crooke has been Portfoho Manager of the Company since 1997 He 5 also manager of The Bankers Investment Trust PLC

Ben Lofthouse has been Deputy Portfolio Manager srwe August 2006

Deborah Tnckett AQIS 15 the apponied representatve of the Corporate Company Searetary, Henderson Searetanal Services Lirmuted
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Report of the Directors

The directors present the audited financial
statements of the Company and their report
for the year ended 31 December 2010.

BUSINESS REVIEW

The following business review 15 designed to prowde
information about the Company’s business and results for the
year ended 31 December 2010. The Business Review should be
read in conjuncion with the Investment Revrew on pages 5 to
7, which gwves a detailed review of the investment activities for
the year and an outlook for the future

a) Status

The Company is an investment company as defined n
Section 833 of the Compares Act 2006 and operates as an
investment trust in accordance with Section 1158 of the
Corporation Tax Act 2010 {("CTA"} It 15 required to seek
approval from HM Revenue & Customs (“"HMRC®) of its
status as an investment trust under Section 1158 every year,
and this approval will continue to be sought HMRC approval
of the Company's status as an mwestment trust has been
received In respect of the year ended 31 December 2009,
although this approval 1s subject to there betng no
subsequent enquines under Corporation Tax Self
Assessment The directors are of the opinion that the
Company has continued to conduct its affairs in a manner
that will enable 1t to continue to gain such approval

The Company intends to conlinue to manage its affairs so
that its investments fully qualify for a stocks and shares
component of an ISA.

b) Investment objective and policy

The Company’s objective s to provide investors with a high
dividend income stream while also maintaining the prospect
of capital growth

investment approach

To achieve this objective, the Company invests in a
prudently diversified selectron of both equities and fixed
interest securities A substantial majonty of the Company’s
assets 1s invested in equities, namely the ordinary shares of
hsted companies, wath the balance in histed fixed interest
secunties, such as convertibles, corporate bonds and
sovereign debt The proportion invested in equities
(measured at the time of purchase) would be unlikely to
exceed 90%, or fall below 50% The Company mvests

predominantly in companies listed tn the UK and does not
expect to invest more than 20% of total assets in non-UK
listed companies

The selection process seeks to dentify companies wath strong
balance sheets and capable of paying ddends to ther
shareholders The Company's Portfolio Manager employs an
mnvestment process that focuses on individual shares, trading
at low valuatons Surtable investment opportunies are
reviewed with partrcular regard to cash generation, growing
dnadends and strong management with shares being chosen
for theirr combtnation of both expected imtome and caprtal
appreaaton. The portfolio 1s diverse, contaiing a suffiaent
range of investments (currently about 95) to ensure that no
single investment puts undue nsk on the sustamability of the
income generated by the portfolio or indeed the capital value,
as well as reflecting the value based investment approach
Regard s also gven to hawving a broad mix of compames n
the portfoho, as well as a spread of nsk across a range of
economic sectors

Investment policy

The Company will not invest more than 15% of its total assets
in any single investment, nor wall 1t invest more than 15% of
1ts total assets in other wnvestment trusts or investment
companies

The Company has an actve policy of using appropriate levels
of gearng, usually in the form of bank borrowings, in order to
enhance returns A degree of geanng 15 usually employed with
respect to the fixed interest portion of the Company’s
portfolo in order to generate additonal income. The draw
down of borrowings 1s principally in sterling but may be in
other currencies, provided that these borrowngs do not
exceed the assets held in that partcular currency The gross
level of borrowings at draw down will not be greater than
40% of the total value of the Company’s investments

Risk management and portfolio analysis

The Company looks to reduce investment nsk and achieve an
appropnate spread of imvestment nsk pancipally through
holding a broadly diversified portfolio contaiming both equities
and fixed nterest secunties, as descnbed above The largest
single exposure to any indmdual company at 31 December
2010 was Bntish Amencan Tobacco, which accounted for

5 3% of the total porifoho The top 10 holdings amounted to
36 2% (2009 41 7%) of the total portfolio
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Investment risk may also be further reduced through the use
of financial futures and options This will only be for the
purposes of efficent portfolic management by reducing
market, interest rate or credit sk wathin the portfolio or
generating income

Full detais of the Company’s portfolio can be found on pages
8 and 9, and an explanation of the movement in NAV aganst
the Company’s relevant composite benchmark index 15
contained on page 46 Further information regarding
investment nsk and portfoho actwity throughout the year can
be found in the Investment Review on pages 5 to 7

c) Finandal review

2010 2009 % Change
Net asset value per share 126.70p| 117 73p +76
Revenue return per share 7.37p 751p -19

Assets

Total net assets at 31 December 2010 amounted to
£112,712,000 compared with £100,763,000 at 31 December
2009, and the net asset value per ordinary share increased
from 117 73p to 126 70p

At 31 December 2010 there were 95 (2009: 97) separate
investments, as detaled on pages 8 and 9

Costs

In the year under review borrowing costs totalled £677,000,
the management fee totalled £555,000 and other expenses
totalled £318,000 These figures include VAT where
applicable Notwithstanding the outperformance achieved in
2010, no performance fee 1s payable as the Company did not
outperform the benchmark index over the three year rolling
penod from t January 2008 to 31 December 2010
Transaction costs, which include stamp duty and totalled
£207,000, are included within the purchase costs or netted
against the sales proceeds of investments

Reavenue

The Company’s gross revenue {otalled £7,415,000 (2009
£7,727,000) After deducting expenses, the revenua return for
the year was £6,389,000, a decrease of 0 6% from the
previous year figure of £6,425,000

Dividends paid and proposed

Four dvidends were paid duning the finanaal year to

31 December 2010 the thurd and fourth intenm dwidends in
respect of the financal year to 31 December 2009 and the
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first and second intenm dwndends 1n respect of the year to
31 December 2010

A third intenm dmwdend in respect of the financal year to

31 December 2010 was paid on 31 January 2011 The fourth
intenm dwvidend for the year to 31 December 2010, payable on
30 April, has been redlassified as the first intenm dadend for the
year to 31 December 2011 For accounting purposes, there are
therefore only three dvdends being pard in respect of these
2010 finanacal statements, these three dwidends total 6 225p
per share (2009 four dwvidends totaling 8 30p per share)
However, shareholders have recerved, and will continue to
receve, four intenm dwdend payments in any one calendar year

Payment of suppliers

It s the payment policy to obtain the best possible terms for
all business and thereafter to abide by such terms Therefore,
there 1s no single pohcy as to the terms used There were no
trade creditors at 31 December 2010

Loan fadlity and gearing

The Board has in place a loan facility that allows it to borrow
as and when appropnate At 31 December 2010 the
Company had a committed loan facility of £35m Details of
the fadlity are contained in note 12 on page 37 The facility
expires on 31 March 2011 A new one year mult-currency
faality of £41m has been agreed with ING Bank NV to
commence on 1 April 2011 Net geanng at 31 December
2010 was 23%

Future developments

While the future performance of the Company Is dependent,
to a large degree, on the performance of tnternational
financial markets, which, in turn, are subject to many external
factors, the Board’s intention 1s that the Company will
continue to pursue its stated investment objective and policy
n accordance with the strategy outlined above Further
comments on the outlook for the Company for the next year
are set out in both the Chairman’s Statement on pages 3 and
4 and the Investment Review on pages 5to 7

d) Performance measurement and key performance
indicators

in order to measure the success of the Company In meeting

its objectives and to evaluate the performance of Henderson

Global Investors, the directors take into account the following

key performance indicators, and consider dvidends and

overall portfolio performance to be the most important
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Dividend policy

The Board places a tugh level of impeortance on maintaiing the
Company’s dwdend payments The aim i to mantan a surtable
asset allocation that wall permit a progressive and steady annual
level of dvidend dsstnbutions to shareholders although market
condiions in the fast two years have not made ths possible The
Board reviews the Company’s revenue account at every Board
meeting, afong with the appropriateness of rts dvdend
payments The Board also compares the yield on the Company’s
shares to other relevant sectors of the AIC

Sharehclders must, however, recognise that dmdend payments
can never be guaranteed, and that arcumstances may anse
when 1t may be necessary to reduce or pass a dwdend
payment In addition, the Board may from time to tme decide
to utihse some of the Company’s revenue reserves to fund
dmdends, as has been the case in the past two years Equally,
there may be instances when the level of payment must be
increased n order to comply with Secuon 1158 of the CTA
which requires an investment trust to distnbute at least 85% of
its eligible investment income Where such instances would
result In a payment going beyond the Boards aim, one-off
“specal dwvidend™ payments would be dedared and pad

Performance

At each meeting the Board reviews the performance of the
portfolio as well as the net asset value and share pnce of the
Company The Board also compares the performance of the
Company against the benchmark The Board has determined
that this measure be used to calculate whether a performance
fee 15 payable to the Manager as set out below A new
benchmark and revised performance fee calculation has been
agreed with the Manager Further details are given in section h)
on pages 15and 16

Premium/discount to net asset value {"NAV™)

At each Board meeting, the Board monitors the level of the
Company’s premurn or discount to NAY and reviews the average
premeum or discount for the AIC UK High Income sector

The Company publishes the NAV per share figure on a daily
basis through the official newsware of the London Stock
Exchange This figure 15 calculated in accordance with the AIC
formula, which since June 2008 has induded current year
revenue items Pror to that date, the AIC formula and the
daily NAV excluded current year revenue ritems

Performance against the Company’s peer group
The Company ts included in the AIC UK High Income sector In
addition to companson aganst the stated benchmark, the

Board also considers at each meeting the performance of is
AlIC peer group.

Total expense ratio (“TER”")

The TER 15 a measure of the Company’s running costs {excluding
finance costs}) The definion used 5 “the total of the
management fees and other administrative expenses (induding
expenses charged to capital) as a percentage of the average of
shareholders” funds at the beginning and end of the year™ The
TER exdudes transaction costs and the wiite-back of VAT

The Board momitors and controls all the Company’s expenses
and reviews regularly its TER, companng 1t to the TERs of
other investment trust companes wathin its peer group.

The following table sets out, with comparatives, the key
performance indicators

Year to Year to

31 December 31 Decernber

2010 2009

% %

Net asset value tota!l return +15.4 +271.8

Benchmark total return +12.7 +22.3

FTSE All-Share Index total return +145 +30.1
FTA Government Al Stocks

Index total return +7.2 -1.2

AIC UK High Income sector net

asset value total return +18.4 +419

Share pnice total return +19.0 +31.4
AIC UK High Income sector

share price total return +19.3 +42.7

Discount at year end 15 2.7

TER (ind performance fee) 08 1.0

TER (excl performance fee) 08 1.0

e) Going concem

As the assets of the Company consist mainly of a portfolio of
diversified secunties that are readily realisable, the Company
has adequate finanoal resources to meet 1ts liabilites and
continue in operational existence for the foreseeable future

The directors therefore believe that it 5 appropniate to continue
1o adopt the going concemn basts in prepanng the finanaal
statements In reviewing the posiion as at the date of this report,
the Board has conadered the guidance on this matter ssued by
the Ananaal Reporting Councl i October 2009.

A continuation vote was put to shareholders at the 2010 AGM
and was duly passed The Artides of Assoaation require the next
conbnuation vote to be proposed at the 2015 AGM
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f) Related party transactions

Investment management, accounting, company secretanal and
administration services are provided to the Company by
wholly-owned subsidiary companies of Henderson Global
Investors Limited (“Henderson” or “Manager”) and by BNP
Panbas Securities Services These are the only related party
transactions currently in place Other than fees payable by the
Company in the ordinary course of business, there have been
no matenal transactons with these related parties affecung
the financial posrion or performance of the Company dunng
the year under rewiew

Duning the year under review the Manager used certain
services which were paid for, or provided by, vanous brokers
In return it placed business with those brokers, which may
have nduded transactions relating to the Company

Dunng the year under review UK custody services were
provided by BNP Panbas Secunties Services, non-UX custody
senvices were provided by JPMorgan Chase Bank NAA New
custody arrangements have been reached with HSBC Bank io
replace BNP Panbas and IPMorgan dunng 2011

g) Management arrangements to 31 December 2010

The management agreement provides for the payment of a
composite annual management fee whxch s calculated as a
percentage of the average value of assets under management
on the last day of each of the two years preceding the
calendar year in respect of which the Glculation s made.

The percentage applicable throughout the year ended

31 December 2010 was 0 5%

The Company also has a performance-related fee
arrangement Performance 1s measured on the average
performance of the Company’s total assets (calculated i
accordance with Globa! Investment Performance Standards})
over a period of three years, compared with a performance
benchmark The benchmark 15 a composite of 75% of the
performance of the FTSE All-Share Index and 25% of the FTA
Government All Stocks Index. The performance of both the
Company and the composite benchmark s measured on a
total return basis, returns for the Company and the FTSE
All-Share Index are measured on the basis of net income
re-nvested, while returns for the FTA Government All
Stocks Index are measured on a gross income basss

Performance 1s measured on a three-year rolling basis Thus,
the fee calculated at 31 December 2010 takes the average
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performance over the calendar years 2008 to 2010

In any given year in which a performance fee is payable,
the fee rate 1s increased by 0.15% for every 1% average
outperformance on a shding scale The upper it on the
total fee, including both the annual management fee and
any performance fee, for any grven accounting year i1s
1.5% of average assets under management While
performance 15 measured over three years, only the
current year’s fee would be increased n the event of
outperformance No performance fee was earned in the
year (2009 fril)

The split of management fees and performance fees charged
between the income and capnal accounts 15 explained in
note 1f on page 32

The average annual total return of the Company’ total assets
over the three years to 31 December 2010 was 2 0% (2009
-3 1%) This compared with the benchmark return of 4 8%
(2009 2.3%)

Addstiona! funds rased by the Company by way of an ssue of
securities are subject to a supplemental fee from the date on
which the net proceeds are receved and are added to the
value of assets at 31 December preceding such fundraising for
the purpose of calculating the following year's management
fee. Investments in any funds managed by Henderson are
wholly excdluded from the fee calculation. The management
fee 1s payable quartery in arrears

The management agreement may be termmnated by erther party
but n certain events the Company may be required to pay
compensation to Henderson of an amount up to one years
management fees Compensation 15 not payable if one or more
years’ notice of tenmunation s given No director s entitled to
any compensation for loss of office in the event of a change of
control or termination of the management agreement.

h) Management arrangements from 1 January 2011

A new investment management agreement has been agreed
with Henderson effective from 1 January 2011. The maimn
changes are a revised benchmark, a reduced notice period
and new performance fee arrRangements

The new benchmark 1s 80% FT5E All-Share Index (total return)
and 20% Memll Lynch Sterling Non Gilts Index (total return)
wstead of 75% FTSE All-Share Index and 25% FTA
Government All Stocks Index
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The new investment management agreement may be
terminated by either party gnang six months’ notice, a
reduction from 12 months in the previous agreement.

From 1 January 2011 performance will be measured over a
single financal year Performance will be measured by
aggregating the 12 monthly differences between the portfolio
performance and the benchmark performance

The portfolio performance 1s the sum of the cash differences
in the value of each holding in the total portfolio over each
month after adjusting for purchases, sales and income

The benchmark performance 1s the amount Glculated by
multiplynng the percentage increase i the benchmark over the
month by the mean vatue of the portfoho for that month

In the event that the aggregate portfalio performance 15
greater than the benchmark performance over the
finanaial year, a performance fee of 15% of the difference
will be payable

In the event that the aggregate portfolio performance s less
than the benchmark performance over the finanaal year, the
negative cash amount will be carned over to the following
finanaal year No performance fee will be payable until the
future positive performance exceeds the aggregate amount of
any negative performance camed over from any previous
years

There 1s no change to the base management fee, which s still
0 5% of the average value of assets under managermnent on
the last business day of each of the two years preceding the
calendar year in respect of which the cakulation s made,
payable quarterly in advance Assets under management
excludes any Henderson managed funds or Henderson Group
plc shares that mught be held in the portfolio

In addition, a supplemental fee wall be paid on any new funds
in the year they were raised at the pro rata annual rate For
the following year any funds raised are added to pnor year
assets for the purposes of calculating the fee

The upper limit that may be paid to the Manager in respect of
the sum of the base fee plus any supplemental fees and
performance fees in any one finanaial year remains at 1 5% of
the average of assets under management over the four
quarter ends There s therefore no change i the total
amount of fees that may be paid to the Manager in any one
financial year Any excess positive performance above this cap

shall be carned over to the following finanoal year and added
to the performance for that year

i) Prindipal risks and uncertainties

The Board has drawn up a matnix of nsks faang the Company
and has put in place a schedule of investment hrmuts and
restnictrons, appropnate to the Company’s investment
objectrve and policy, in order to ritigate these nsks as far as
practicable The pnncipal nsks wiuch have been identified and
the steps taken by the Board to mitigate these are as follows

Investment activity and performance

An inappropriate investment strategy {for example, i terms
of asset allocation or the level of geanng) may result in
underperformance against the Company’s benchmark index
and the companies in Its peer group The Board momitors
investment performance at each Board meeting and regularly
reviews the extent of 1ts borrowings

Finandal

By its nature as an investment trust, the Company’s business
actvities are exposed to market sk (including currency nsk,
interest rate nsk and other prnice nsk), hquidity nsk, and credrt
and counterparty risk

Although the Company invests almost entirely in secunities
that are quoted on recogrised markets, share prnices may
move repdly The compames in which investments are rmade
may operate unsuccessfully, or fall entirely A fall in the market
value of the Company’s portfolio would have an adverse
effect on shareholders’ funds The Board reviews the portfolio
each month and mitigates this nsk through diversification of
tnvestments in the portfolio

Further details of these nisks and how they are managed are
contained in note 13 on pages 37 to 43.

Regulatory

A breach of Sectton 1158 of CTA would lead to a loss of
Investment trust status, resulting in capital gains reahsed
within the partfolio being subject to corporation tax A breach
of the UKLA Usting Rules could result in suspension of the
Company’ shares, white a breach of the Companies Act 2006
could lead to cnminal proceedings, or financial or reputational
damage. The Manager has contracted to provide investment,
company secretanal, accounting and admunistration senices
through quahfied professionals The Board recenes internal
control reports produced by the Manager on a quarterly bass,
whuch confirm regulatory comphance.
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Operational

Disruption to, or failure of, the Manager's accounting, dealing
or payment systems or the custodians records could prevent
the accurate reporting and monitoring of the Company’s
financial positon The Company 15 also exposed to the
aperational risk that one or more of its supphers may not
provide the required level of service Details of how the Board
monitors the services provided by the Manager and «s other
supphers, and the key elements designed to provide effective
internal control, are explained further in the internal controks
section of the corporate governance statement on page 21.

CORPORATE GOVERNANCE STATEMENT

a) Applicable corporate governance codes

The Board 1s accountable to shareholders for the governance
of the Company’s affairs Paragraph 9 8 6 of the UK Lsting
Rules requires all hsted companies to disdose how they have
applied the man prninciples and complied wth all relevant
provisions of the 2008 Combined Code As an mvestment
trust, most of the Company's day-to-day responsibiliies are
delegated to third parties, the Company has no employees
and the directors are all non-executive So, not all the
provisions of the 2008 Combined Code are directly apphicable
to the Company

The Financial Reporting Counal (the *FRC ™) confirmed in
February 2009 that 1t remained the view of the FRC that by
following the Corporate Governance Guide for Investment
Companies produced by the Association of Investment
Companes mn March 2009 (the “AIC Guide™), boards of
investment comparies should fully meet their cbhgatons in
relation to the Combined Code and paragraph 9 8 6 of the
Listing Rules The AIC Code of Corporate Governance
published in March 2009 (the ~AIC Code™), as explained by
the AlC Guide, addresses all the prnciples set out in Section 1
of the Combined Code, as well as setting out additional
principles and recommendations on ssues that are of speafic
relevance to investment trusts

The Board beheves that reporung against the AIC Code by
reference to the AIC Guide wll provide the most appropnate
information to shareholders and has therefore followed the
principles and recommendations set out in the AIC Code
Copres of the AIC Code and the AIC Guide can be found on
www theaic co uk

In May 2010 the FRC published the new UK Corporate
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Governance Code, which s effective for accounting penods
commenang on or after 29 June 2010 The AIC revised its
Code of Corporate Governance tn October 2010, which has
been endorsed by the FRC The Company will report against
the new Codes in its annual report to 31 December 2011.

b) Statement of compliance

The AIC Code compnises 21 prninciples The directors believe
that dunng the year under review they have comphed with
the provisions of the AIC Code, inscfar as they apply to the
Company’s business, and with the provisions of the Combined
Code except as noted below

Senior independent director

A senor independent director has not been identfied as the
Board considers that all the directors have different quahittes
and areas of expertise on which they may lead when ssues
anse and to whom concerns can be conveyed

The role of diief executive

Since all directors are non-executive and day-to-day
management responstbilites are contracted to the Manager,
the Company does not have a Chief Executive

Executive directors’ remuneration

As the Board has no executive directors, 1t s not required to
comply with the prninciples of the Combined Code in respect
of executive directors’ remuneration and does not have a
Remuneration Committee Directors’ fees are detailed in the
Directors’ Remuneration Report on page 24

internal audit function

As the Company delegates to third parties its day-to-day
operations and has no employees, the Board has determmned
that there s no equirement for an internal audit function

The directors annually review whether a function equivalent to
an internal audit 15 needed and wall continue to monitor its
systerns of internal controls in order to provide assurance that
they operate as intended. The Manager has rts own internal
audit function.

) Directors

Board composition

The Artides of Association provide that the total number of
directors shall not be less than two nor more than ten, the
Board currently consists of six non-executive directors

The biographues of the directors holding office at the date of
this report, which are set out on page 11, demonstrate the
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breadth of investment, commeraal and professional expenience
relevant to therr positions as directors.

Ali the directors served on the Board throughout the year.

Directors’ appointment, retirement and rotation

The Board may appoint directors to the Board without
shareholder approval. No directors were appointed duning
the year

All dwectors are appointed for an initial term of three years,
after which time they are subject to re-appointment. The
Board beheves that length of service does not diminsh the
contnbution from a director; on the contrary, a director’s
knowledge of the Company can be a positve advantage to
the Board and retaining directors with sufficient experience of
both the Company and the markets 15 of great benefit to
shareholders Moreover, long-serving directors are less likely to
take a short-term view Consequently, the Board does not
have a fixed term tenure pohicy for its direciors

In accordance with the Articles of Association, directors stand
for election at the first Annual General Meeting {"TAGM~)
following their appointment. At every AGM any director who
has been appointed by the Board since the last AGM, or who
held office at the tme of the two preceding AGMs and who
did not retire at erither of them, or who has held office with
the Company for a continuous penod of nine years or more at
the date of the meeting, shall retire from office and may offer
himself for re-appointment by the members

Mr Bazalgette, Mr Bell and Miss Walker, who were last re-
elected at the AGM in 2008, will therefore retire by rotation
and have offered themselves for re-election No director has
held office for more than nine years

Under the Articles of Association shareholders may remove a
director before the end of his terrn by passing an ordmary
resolution at a general meeting An ordinary resolution
passed f more than 50% of the votes cast, in person or by
proxy, are 1n favour of the resolution

Board independence

The directors have reviewed their ndependence and confirm
that all directors remain wholly independent of the Manager
All directors have a wide range of other interests and are not
dependent on the Company tself

There were no contracts subsisting dunng or at the end of the
year in which a director of the Company 1s or was matenally

nterested and which s or was significant in relation to the
Company’s business

Directors” remuneration

A report on directors’ remuneration 1S on page 24
Directors” interests in shares

The interests of the directors in the ordinary shares of the

Company at the beginning and end of the financial year are
shown in the table below

31 December 31 December
Ondinary shares of 5p 010 2009
Benefical
Vivian Bazalgette 10,000 10.000
Andrew Bef ‘30,000 30,000
Margaret Littlejohns 3,000 3,000
Anthony Newhouse 20,000 -
Hugh Twiss 39,354 36,747
Janet Walker 6,000 6,000

Since the end of the finantial year Mr Twiss has acquired a
further 646 shares and Mrs Uttlejphns has acquired a further
4,000 shares 1n the Company There have been no other
changes in the directors” interests between the end of the
finanaal year and the date of this report.

Directors” conflicts of interest

Directors have a duty to avoid situations where they have, or
could have, a direct or indirect interest that conflicts, or
possibly could conflict, with the Company’s interests With
effect from 1 October 2008, the Companies Act 2006 (the

" Act™) has allowed directors of public companies 1o authonse
such conflicts and potential conflicts, where appropnate, but
only if the articles of association contain a prowision to this
effect. The Act also allows the articles of association to
contain other provisions for dealing with directors’ conflicts of
nterest to avond a breach of duty either the situation cannot
reasonably be regarded as likely to gve nse to a conflict of
nterest or the matter has been authonsed in advance by the
diwectors The Company’s current Artides of Association,
which were adopted by shareholders on 3 November 2008,
gwve the directors the relevant authonity required to deal with
conflicts of interest.

Each of the directors has provided a statement of all conflicts
of interest and potental conflicts of interest, if any, apphicable
to the Company A register of conflicts of interest has been
compiled and approved by the Board All the directors have
also undertaken to notify the Chairman as soon as they




Report of the Directors

continued

become aware of any new potential conflicts of interest that
would need to be approved by the Board and added to the
Reqister, which 5 reviewed annually by the Board

Directors adwise the Charman and the Company Seaetary in
advance of any proposed external appomntment and new
directors will be asked to submit a list of potenual situations
falling wrthin the conflicts of interest provisions of the Act in
advance of joining the Board The Chairman then determines
whether the relevant appomtment causes a conflct or potenbal
confiict of interest and should therefore be consdered by the
Board Only directors who have no interest in the matter being
considered are able to parbopate in the Board approval process.
In deading whether to approve a conflict of interest, directors
act in a way they consider, in goed farth, to be most kkely to
promote the Company’s success in taking such a decsion. The
Boand can impase brnas or condrions when gnvang authonsation
if the directors consider this to be appropnate

The Board reviewed 1ts conflicts of interest procedures in
September 2010 and confirmed that its powers of
authorisation of conflicts have operated effectively since they
were introduced The Board also confirmed that its procedures
for the approval of confhcts of interest have been followed by
all the directors

Directors’ professional development

When a new director 1s appointad he or she s offered a taining
semnar that s held by the Manager Directors are ako prowided
on a reqular bass with key information on the Companys
pohaes, regulatory and statutory requirements and internal
controls. Changes affecting directors’ responsibilities are advised
to the Board as they anse Directors ako partiapate in relevant
training and industry serminars

Directors’ indemnity

Directors’ and officers’ iability insurance cover s in place in
respect of the directors The Company’s Artidles of Assoaation
provide, subject to the prowisions of UK legistation, an
indemnity for directers in respect of costs which they may incur
relating to the defence of any proceedings brought aganst
them ansing out of their posrions as directors, in which they

are acquittad or judgment 15 given in therr favour by the Court.
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d) The Board

Responsibilities of the Board and refationship with

the Manager

The Board meets at least six times each year and 1s responsible
for the effective stewardship of the Company’s affairs The
Board has also established Audit, Management Engagement
and Nominatons Committees, details of which are set out
below The terms of reference for these Commuttees are
avaiable on the Company’s website In addroon to formal
Board and Commuttee meetings, directors may also be
required to attend a number of additional ad hoc meetings to
represent the interests of the Company

The Statement of Directors’ Responsibilities in respect of the
financial statements s set out on page 25, the Independent
Auditors Report on page 26 and the statement of going
concern on page 14

The Board has a formal schedule of matiers speafically
reserved for its decision, which are categonsed under vanous
headings including strategy, management, structure, capital,
finanoal reporting, internal controls, geanng, asset allocation,
share pnce discount, contracts, investment policy, finance, nsk,
investment restnctions, performance, corporate governance,
conflicts of interest and Board mernbership and appointments
A procedure has been adopied for directors, in the
furtherance of their dutes, to take independent professional
adhace at the expense of the Company within certain
parameters. The Board has delegated to the Manager, the
management of the investment portfolio, accounting,
company secretanal and administration senices

The Board monitors compliance with the Company’s objectives
and s responsible for setting asset allocation, investment and
geanng hms within which the Manager has discretion 1o act
and thus supervises the management of the nvestment
portfolio. The Board also approves any unquoted investments
and/or any nvestments in in-house funds managed or adwvised
by the Manager

The Manager takes decisions as 1o the purchase and sale of
indmidual snvestments and also ensures that all directors
receve, In a timely manner, all relevant management,
regulatory and financal information At each meeting the
Board reviews the Company’s investment performance and
considers financal analyses and other reports of an
operational nature Representatives of the Manager attend
each Board meeting enabling the directors to probe further on
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matters of concern The Board and the Manager operate tn a
supportive, co-operative and open emvironment.

In order to enable them to discharge therr respongihilises, all
directors have full and tmely access to relevant information The
Board receives and considers regular reports from the Manager
and ad hoc reports and information are supphed to the Board as
required !t also has direct access to company secretanal advice
and services provided by the Manager, which, through rts
nominated representative, is responsdile for ensunng compliance
with Board and Commuttee procedures and wath all applicable
regulations In addition, the Chairman attends meetings of all
the chairmen of the investment companies managed by the
Manager, these meetings provide a forum to discuss industry
matters and the Charman reports on them to the Board

Audit Committee

The Audit Commuttee consists of all the directors The Chawrman
15 Miss Walker The Audit Committee compnses more than two
independent members and at least one member who has
recent and relevant finanoal expenence The Chairman of the
Audit Committee wall be present at the AGM to deal wath
questions relating to the financal statements

The Commuttee rneets at least three times a year to review the
internal financial and non-financial controls, to consider and
recommend to the Board for approval the contents of the draft
half year and annual reports to shareholders and to review the
accounting pohaes and sigificant financal reporting
judgments In addibon, the Commuittee reviews the auditor’s
independence, objectvity and effectiveness, appointment and
remuneration it also reviews, together with the Manager, the
Company’s compliance wath finanaat reporting and regulatory
requirements Representatives of the Manager's internal audit
and compliance department may attend these meetings at the
request of the Chairman of the Audit Commuttee

Representatives of Grant Thornton UK LLP. the Company’s
auditor, attend the Commuittee meeting at which the draft
annual report and financial staterments are reviewed and are
given the opportunity to speak to the Comnmuttee members
without the presence of the representatives of the Manager

During the year under review the Company’s auditor did not
prowvide any non-audit serwces Grant Thornton UK LLP has
indicated its willingness to continue in office Accordingly,
resolutions to re-appoint Grant Thornton UK LLP as auditor to
the Company, and to authonse the directors to determine the
auditor’s remuneration, will be proposed at the AGM

Management Engagement Committee

The Management Engagement Commuttee's membership
compmses all members of the Board. The Charman of the
Commuttee 15 Mr Twiss

The Board has delegated contractually to external thed parties,
nduding the Manager, the management of the investment
portfolio, the custodial services (which include the safeguarding
of the assets), accounting, company secretanal and
administration requirements and regsstration services Each

of these contracts was entered into after full and proper
considerabion by the Board of the quahty and cost of the
services offered, induding the control systerms in operation

n so far as they relate to the affairs of the Company

The Management Engagement Committee meets at least
annually to review the performance and the continuing
appointment of the Manager tn determuning whether the
Manager should be retained, the Commuittee also reviews the
terms of the management agreement to ensure that it remains
competitive and sensible for shareholders Details of the review
undertaken duning the year are contained in section (g) on

page 21

Nominations Committee

The Nominations Commuttee compnses all members of the
Board. The Chawrman of the Commuiteg 15 Mr Twass, but he
would not paruapate if his successor was being considered
The Committee, which meets at least annually, reviews the
Boards size and structure and s responsible for Board
succession planning

The Commitiee also reviews the directors rettnng by rotation
and makes recommendations to the Board on therr re-
elecion Reappointment as a director 15 not automatic and
will follow a process of evaluaton of each director’s
performance. In accordance with the Combined Code any
director serving for longer than mine years would be subject to
annua! re-electton by shareholders

When considenng succession planrung, the Committee bears
in mind the balance of skills, knowledge and experence
existing on the Board and will recommend when the further
recruttment of non-executive directors 1s required Once a
deasion 15 made to recruit additional directors to the Board,
nommnations are gathered from as wide a range of internal
and externa) sources as possible and these are considered in
accordance with the Board's agreed procedures The
Commuttee may also use external agences or open advertising
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when appointing new directors if 1t beheves that either
method s likely to prowvide any meaningful advantage owver the
above process

The Commuttee met in January 2011 1o canry out its anmua)
review of the Board, s compostbon and sze and its Commuttees.

At is meeting the Nommatons Commutiee reviewed the
performance and commrtment of the directors standing for re-
elachon at the 2011 AGM and confirmed that all three drectors
contnue to brng wide, aurrent and relevant business expenence
that allows them to contribute effectvely to the teadership of the
Company The Nominatons Commuttee & therefore pleased to
recommend that all three directors should seek re-elechon to the
Board

Board attendance

Attendance at the Board and Committaes meetings held
dunng the finanaal year are shown below All directors usually
attend the AGM

No. of meetings

Hugh Twiss

Vivian Bazalgette
Andrew Bell
Margaret Littlejohns
Anthony Newhouse
Janet Walker
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e) Performance evaluation

In order to rewiew the effectiveness of the Board, the
Committees and the indnadual directors, the Charrman has
put in place a thorough apprasal process. This is implemented
by way of a quessonnaire and interviews with the Chairman.
In respect of the Chairman, he 15 interviewad by another
nominated director The process 1s considered by the Board to
be constructive in terms of Wdentifying areas for improving the
functioning and performance of the Board and the
Commuttees, the contnbution of indmwdual directors, as well as
bullding on and developing indwidual and collectve strengths

The work of the Board as a whole, the Board Commuttees and
the performance of indwdual directors were reviewed duning
the year and no areas of concern were dentified

Henderson High Income Trust pic Report & Finandal Statements 2010

f) Internal controls

The Board retamns overall responsibility for the Company’s
system of internal control and for reviewing its effectveness
However, such a systern 5 designed to manage rather than
ehminate nsks of failure to achieve the Company’s business
objectives and can only provide reasonable and not absolute
assurance aganst matenal misstatemnent or loss These controls
aim to ensure that the assets of the Company are safeguarded,
that proper atcounung records are mamtamed, and that the
finanaal information used ternally and externally is rehable

The Board has therefore established a process for dentifying,
evaluating and managing any major nsks faced by the
Company, induding risks that are not directly the responsibilrty
of the Manager The process 1s subject to regular review by
the Board and accords with the Finanaal Reporang Counals
Internal Control Guidance for Directors on the Combined
Code published in October 2005. Key nsks, and the controls
that have been put in place to miugate such nsks, are
recorded 1n @ nsk mezp that s eviewed regularly by the Board
The Board also recervas a quarterly report from the Manager
that details any internal control failures

The Manager and the custod:an have established their own
internal controls framework to prowide reasonable, but not
absolute assurance, on the effectiveness of the internal
controls operated on behalf of therr chients The effectveness
of these systerns 15 regularly assessed by the Manager’s
comphance and nsk department and the Board recerves an
annual report from the Manager on nternal controls,
including a report from the Manager's own auditors on the
conitrol policies and procedures in operation

g) Continued appointment of the Manager

The Board consders the arrangements for the provision of
nvestment management and other services to the Company
on an ongoing basis The directors undertake a formal review
of the Manager annually At s meeting in November 2010
the Management Engagement Committee confirmed that the
continuing appointment of Henderson 1s in the interests of the
Company’s shareholders as a whole and should be retained
for the finanaal year ending 31 December 2011 The main
reasons are the long-term performance of the Manager in
managing the Company, its extensve mvestment
management resources and expenence 1n managing and
admunistenng mvestment trust companies

21
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The directors also reviewed the terms of the management
agreement and have agreed with Henderson rewised
arrangements as set out on pages 15 and 16

h} Share capital and shareholders

Share capital

The Company's share capital compnses ordinary shares of 5p
nominal value The voting nights of the ardinary shares on a
poll are one vote for every share held There are ne restnctions
on the transfer of the Company's ordinary shares and there
are no shares that carry specafic nghts with regards to control
of the Company

At the beginning of the year, there were 85,835,744 shares in
issue (which induded 250,000 shares held in treasury). Duning
the year, the Company sold 250,000 shares out of treasury for
a total consideration of £303,000 and ssued a further
3,125,000 new ordinary shares for total proceeds of
£3,842,000 At 31 December 2010 the number of shares in
1ssue was 88,960,744

Since 31 December 2010 and up to the date of this document,
a further 250,000 shares have been issued At the date of this
report the number of shares in 1ssue s 89,210,744

Substantial share interests
Declarations of interests in the voting nghts of the Company
at 28 February 2011 are set out below

Shareholder % of voting nghts
Rensburg Sheppards Investment Management 4 4%
Legal & General Investment Management 36%

The Board 15 aware that, at 28 February 2011, 11 0% of the
1ssued ordinary shares were held on behalf of participants in
Halifax Share Dealing products and 4 3% on behalf of
partiapants in Henderson products The paraicipants in these
products are given the opportunity to instruct the relevant
nominee company to exerase the voting nghts appertaining to
their shares in respect of all general meetings of the Company
The nominee companies have stated that they will exercise the
voting rights of any shares held through these products that are
not exercised by the indwidual partiopants They will do so by
voting for or agamst all resolutions to be put at all general
meetings of the Company (or by withholding votes on such
resolutions} pro rata to the aggregate voting instructions for
each resolution recerved from those partiapants who have
chosen to exercise their voting nights

Relations with shareholders

Shareholder relations are given high pnonty by the Board and
the Manager. The pnime medium by which the Company
commurucates with its shareholders 1s through the half

year and annual reports, which aim to provide shareholders
with a clear understanding of the Company’s activities

and therr results, and the Company’s website

(www hendersonhighincome com). The daily calculation of the
net asset value of the Company’s ordinary shares and a
monthly fact sheet are announced to the London Stock
Exchange and are also available on the website.

At each AGM a presentation 15 made by the Portfolio
Manager. Shareholders have the opportunity to address
questions to the Chairman and the other directors All
shareholders are encouraged to attend A summary of the
proxy votes receved on the resolutions proposed 15 displayed
at the meeting and 1s avallable from the Company's website

It s the intention of the Board that the annual report and
finanaal statements and the notice of the AGM be 1ssued to
shareholders so as to provide at least twenty working days’
notice of the meeting Shareholders wishing to lodge qusstions
in advance of the meeting are inwvited to do so by writing to
the Company Secretary at the registered office address given
on the inside back cover At other imes the Company
responds to letters from shareholders on a range of ssues
General presentaons 1o both shareholders and analysts follow
the publication of the annual results and all meetings between
the Manager and shareholders are reported to the Board

Board authorities to issue and buy back share capital

At each AGM the directors seek authonty from the
shareholders to allot new ordinary shares, to disapply the pre-
emption nights of existing shareholders, and to buy back for
cancellation or to hold in treasury the Companys ordinary
shares

i} Corporate Responsibility (SEE statement)
Responsible investment

Responsible Investment s the term Henderson uses to

cover its work on corporate governance and corporate
responstbility {or social, environmental and ethical ssues
("SEE")) in the companies in which it invest on its chents’
behalf, across all funds In May 2005 Henderson became a
founding signatory to the United Nations Prinaples for
Responsible Investment. The Pnncples, developed under the
auspices of the UN Secretary-General, are a voluntary and
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aspirational framewaork for incorporating environmental, social
and corporate governance issues nto mainstream mvestment
deasion-making and ownership practices

The way compantes respond to sustamnability and corporate
responsibility can affect therr business periormance, both
directly and indirectly An mvestee company’s policy on social
responsibility and the environment 1s therefore considered as
part of the investrnent nsk decision, however, an nvestment
may not necessarily be ruled out for soaal and envircnmental
reasons only

Voting policy

The Board has rewiewed Henderson's Responsible Investment
Policy (which sets out the Manager’s approach to corporate
governance and corporate responsibility for all the companes
mn which 1t invests on behalf of its dients, and s policy on
proxy voting) and has delegated responsibility for voting to
the Manager The Policy also sets out how Henderson
implements the UK Stewardship Code.

The Board receives a report, at least annually, on the voting
undertaken by the Manager on behalf of the Company

The Board and Henderson believe that voting at general
meetings 15 an smportant aspect of corporate stewardship and
a means of signalling shareholder views on board policy,
practices and performance Voting recommendations are
guided by the best interests of the mvestee comparmes’
shareholders Depending on the nature of the resolution the
Portfolio Manager and/or members of the Board will give
speafic instructions to the Manager on voting non-foutine
and unusual or controversial resolutions. Deasions not to
support resolutions and the rationale therefor are fed back
to the investee company prior to voting

The Henderson Responsible Investment Policy and further
details of Henderson’s responsible investment actanties

can be found on the Henderson website,

www henderson com/siteshenderson/responsiblemnvestment.aspx

Employee and environmental matters

The Company’s core activities are undertaken by Henderson,
which has implemented environmental management practices,
including systems to kit the use of non-renewable resources
and to mimmise the impact of operations on the environment,
and 15 focused on reduaing greenhouse gas emissions and
minimising waste, where possible
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ANNUAL GENERAL MEETING (TAGM™)

The AGM wll be held on Thursday 28 Apnl 2011 at 12 00
noon at the Company's registered office Separate resolutions
will be proposed for each substantive 1ssue The formal notice
as well as full details of the resolutions to be put at the AGM
are contaned m the separate arcular being sent to
shareholders wath this report.

The directors seek annual authority from the shareholders to
allot new ordmary shares, to disapply the pre-emption nghts
of existing shareholders, and to buy back for cancellation or
to be held in treasury the Company’s ordinary shares At the
AGM in May 2010 the directors were granted authonty to buy
back up to 12,829,303 ordinary shares At 31 December 2010
and also at the date of this report, this authonty has not been
used and the directors therefore have remairung authonty to
buy back up to 12,829,303 ordinary shares, this authority wall
expire at the conclusion of the AGM in Apni 2011

DIRECTORS’ STATEMENT AS TO DISCLOSURE OF
INFORMATION TO THE AUDITOR

The directors who were members of the Board at the ttme of
approving this Report are listed on page 11 All of those
directors confirm that

@ to the best of therr knowledge and behef, there is no
information relevant to the preparation of therr report of
which the Company’s audrtor 1s unaware, and

@ they have taken all the steps a director might reasonably
be expected to have taken to be aware of relevant audit
information and to establish that the Company’s auditor 1s
aware of that information

ovowaciveson | XV 10kt

D ] Tnckett ACIS

For and on behalf of Henderson Secretanal Semces Limited
Secretary

21 March 2011
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Introduction

This report 1s submitted m accordance with Sechons 420-422
of the Companies Act 2006 The report also meets the relevant
Listing Rules of the Hnanaal Services Authonty and describes
how the Board has apphed the pnnaples relating to directors’
remuneration As required by Section 439 of the Act, a
resolution {0 approve the report will be propesed at the AGM
The Company’s auditor 15 required to report on certain
information contained within this report. Where information
set out below has been audited, 1t s indiated as such.

Remuneration policy

The Board as a whole considers directors” remuneration
Accordingly a commuttee to consider matters relating to
directors’ remuneration has not been appointed The Board
has not been provided wath adwvice or services by any person in
respect of its consideratuon of directors’ remuneration

Directors are remunerated in the form of fees, payable
quarterly in arrears, to the director personally or to a third
party specified by that director There are no long-term
incentive schemes, share option schemes or pension
arrangernents and the fees are not speafically related to the
directors’ performance, either indwdually or collectively. The
Company’s policy 15 that the fees payable to the directors
should reflect the time spent by the Board on the Company’s
affairs and the responsibilities borne by the directors and
should be sufficient to enable candidates of huigh calibre to
be recrurted The policy is for the Chairman of the Board and
the Chairman of the Audit Committee to be paid higher fees
than the other directors \n recogrition of ther more onerous
roles The current annual rates of fees paid to the members
of the Board are Chairman £28,500, Chairman of the Audit
Commuttee £22,800, and directors £19,000 The pohicy 15 to
review these rates annually, although such review will not
necessarly result in any change to the rates. The actual
amounts paid to the directors dunng the financal year under
review are as shown i the table in the followang column.

No other remuneration or compensation was paid or payable by
the Company dunng the year to any of the current or former
directors No expenses were daimed or paid duning the year

None of the directors has a contract of service and a director
may resign by notice 1n writing to the Board at any tme there
are no notice penods Burectors’ and officers’ liability tnsurance
caver 1s held by the Company in respect of the directors

Amount of each Director's Emotuments {(audited)
The fees payable in respect of each of the directors who
served dunng the year, and duning 2009, were as follows

mo 2009

£ £

Vivian Bazalgette 18,750 18,500
Andrew Bell 18,750 18,500
Margaret Lstttejohns 18.750 18,500
Anthony Newhouse 18,750 18,500
Hugh Twiss 28,125 27.750
Janet Walker 22,500 22,200
TOTAL 125,625 123,950

Performance graph

The graph compares the Companys performance for the past
five years against its benchmark

By order of the Board m‘ckd‘/—

D J Tnckett ACIS

For and on behalf of

Henderson Secretanal Seraces Limited
Secretary

21 March 2011
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Statement of Directors’ Responsibilities

in respect of the Annual Report, the Directors’ Remuneration Report and the Finanaal Statements

The directors are responsible for prepaning the Annual Report
and the financial statements in accordance with applicable
law and regulaticns

Company law requires the directors to prepare financial
statements for each financial year Under that law the directors
have chosen to prepare financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting St2ndards and applicable law)
Under company law the directors must not approve the
financial statements unless they are sansfied that they give a
true and fair view of the state of affairs of the Company and
the profit or loss of the Company for that penod In preparing
these financial statements, the directors are required to

@ select suitable accounting poliaes and then apply them
consistently;

@ make judgments and esttmates that are reasonable and
prudent,

o state whether apphcable UK Accounting Standards have
been followed, subject to any matenal departures disclosed
and explained in the financial statements,

e prepare the financal statements on the going concem
basis unless 1t I1s iInappropnate to presume that the
Company will continue in business

The directors are responsible for keeping adeguate accounting
records that are sufficient to show and explain the Company’s

transactions and disclose with reasonable accuracy at any time
the finanaal posihon of the Company and enable them to
ensure that the financial statements and the Drrectors”
Rermuneration Report comply with the Companies Act 2006
They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the
prevention and detection of fraud and other rregulanties

Statement under DTR 4.1.12
To the best of our knowledge

a} the financial statements, prepared in accordance with
United Xingdom Generally Accepted Accounting Practice
(United Xingdom Accounting Standards and applicable
law), grve a true and fair view of the assets, liabilities,
financial positon and profit of the Company; and

b) the Report of the Directors includes a fair review of the
development and performance of the business and the
posiion of the Company together with a descnption of the
pnncapal nsks and uncertainties that it faces.

e
l [g—
For and on behalf of the Board
Hugh Twiss

Chairman
21 March 2011

umited ("Henderson™)

legislation in other junsdictions

The financial statements are published on a website maintained by the Company’s Manager, Henderson Giobal Investors

The maintenance and integnty of the website are the responsibility of Henderson, the work carned out by the auditor does
not invotve consideration of these matters and, accordingly, the auditor accepts no responsibility for any changes that may
have occurred to the financial statements since they were initially presented on the website

Legislation in the United Kingdom governing the preparation and dissemination of finanoal statements may differ from
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Independent Auditor’s Report

to the members of Henderson High Income Trust plc

Independent auditor's report to the members of
Hendersen High Income Trust plc

We have audited the financal statements of Henderson High
Income Trust pic for the year ended 31 December 2010 which
compnse the Income Statement, Reconahation of Movements
in Shareholders’ Funds, Balance Sheet, Cash How Statement
and the related Notes The finanaal reporting framework that
has been applied in their preparation 1s apphcable law and
United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This repoert 15 made solely to the Company’s members, as a
body, 1n accordance with Chapter 3 of Part 16 of the
Comparues Act 2006 Qur audit work has been undertaken so
that we might state to the Company’s members those matters
we are required to state to them in an audstor’s report and for
no other purpose To the fullest extent permitted by law, we do
not accept or assume responsthifity to anyone other than the
Compary and the Company's members as a body, for our audit
work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Staterment of Directors’
Responsibilities on page 25, the directors are responsible for
the preparaticn of the finanaal statements and for being
satisfied that they give a true and fair iew Our responsibihity
15 t¢ audit and express an opinion on the financial statements
in accordance with applicable law and International Standards
on Auditing (UK and Ireland} Those standards require us 10
comply with the Auditing Practices Board's (APB's) Ethical
Standards for Auditors

Scope of the audit of the finandal statements

A descnption of the scope of an audrt of financa! statements
15 provided on the APB's website at

www frc org uk/apb/scope/prvate cfm

Opinion on finandal statements
In our opiion the financial statements

® give a true and fair view of the state of the Company’s
affairs as at 31 December 2010 and of its profit for the
year then ended,

@ have been properly prepared \n accordance with United
Kingdom Generally Accepted Accounting Practice, and

e have been prepared in accordance wath the requirements
of the Comparues Act 2006

Opinion on other matters prescribed by the Companies
Act 2006
In our opimon.

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

e the information given in the Report of the Directors for the
financial year for which the financial statements are
prepared 15 consistent with the financial statements

Matters on which we are required to report by

exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to
you if, in our opimon:

e adequate accounting records have not been kept, or
returns adequate for our audit have not been recewved
from branches not wisited by us, or

e the finanaal statements and the part of the Directors’
Remuneration Report to be audited are not in agreement
with the accounting records and returns, or

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

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

Under the Lsting Rules, we are required to review:

e the drectors’ statement on page 14 n relation to going
concern,

e the part of the Corporate Governance Statement relating
to the company’s comphance wath the nine provisions of
the June 2008 Combined Code speafied for our review;
and

e certan elements of the report to the shareholders by the
Board on directors’ remuneratron

Marcus Swales

Senior Statutory Auditor

for and on behalf of Grant Thornton UX LLP
Statutory Auditor, Chartered Accountants
London

21 March 2011




Income Statement

for the year ended 31 December 2010
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Year ended 31 December 2009

Revenuse Capital Revenue Capita
retumn reium Totat return return Totat
Notes £000 £000 £000 £000 £000 £ 000
2 Gains on investments held at fair value
through profit or loss - 9,152 9,152 - 13382 13,382
3 Income from mvestments held at far value
through profit or loss 7.367 - 7.367 7.355 - 7,355
4 Other interest recevable and
simidar mcome 48 - 48 372 - 372
Gross revenue and capital gains 7.415 9,152 16,567 7,727 13,382 21,109
5 Management fees (222) (333) (555) (270) {405) (675)
18 Wnte-back of pnor years” VAT - - - 62 83 145
6 Other adminsstrative expenses (318) - (318) (275) - (275)
Net retum on ordinary activities
before finance costs and taxation 6,875 8.819 15.694 7,244 13,060 20,304
7 Finance costs {169) (508) (677) 87 (262) (349)
Net retumn on ordinary activities
before taxation 6,706 8311 15,017 7.157 12,798 19,955
8 Taxation on net return on
ordinary actnaties (E30;] 224 (93) (732} 718 (14)
Net return on ordinary activities
after taxation 6.389 8535 14924 6,425 13,516 19,941
9 Return per ordinary share 737p 985p 1722p 751p 15 81p 23.32p

The total cotlumns of this statement represent the income statement of the Company All capital and revenue items
denve from continutng operations. No operations were acquired or discontinued dunng the year The Company has no
recogmsed gains or losses other than those recognised in the ncome statement.

The notes on pages 31 to 45 form part of thesa finanaal statements
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Reconciliation of Movements in Shareholders’ Funds

for the year ended 31 December 2010

Called up Share Capital Other
share  premium redemption capital Revenue
capital  acoount reserve resesves reserve Total
Year ended 31 December 2010 £000 £°000 £000 £000 £000 £000
At 31 December 2009 4291 56,877 26302 9,281 4,012 100,763
Net return on ordinary activities after taxation - - - 8,535 6389 14924
Sale of shares held in treasury - - - 303 - 303
issue of new shares 157 3,685 - - - 3.842

Third interim dividend (2.075p per share)
for the year ended 31 December 2009 paid
29 January 2010 - - - - (1.,776) (1.776)
Fourth interim dividend {2.075p per share)
for the year ended 31 December 2009 paid
30 April 2010 - - - -  (1,776) (1,776)
First interim dividend (2.075p per share)
for the year ended 31 December 2010 paid
29 July 2010 - - - - {(1.776) (1776) |
Second interim dividend (2.075p per share) |
for the year ended 31 December 2010 paid

29 October 2010 - - - - (.827y (1.822) |
Refund of undaimed dividends - - - - 30 30 !
At 31 December 2010 4,448 60,562 26,302 18,119 3,281 112,712

Cafled up Share Caprtal Other
share premmum  redempbon capntal Revenye
capital account reserve reserves reserve Towl
Year ended 31 December 2009 £000 £ 000 £:000 £000 £000 £000
At 31 December 2008 4,29 56,877 26,302 {4,387) 4,681 87,764
Net return on ordinary actmities after taxatron - - - 13516 6,425 19,911
Sale of shares held in treasury - - - 152 - 152

Third intenm dwidend (2 075p per share)

for the year ended 31 December 2008 paid

30 january 2009 - - - - (1,773) (1,773
Fourth intenm dradend (2 075p per share)

for the year ended 31 December 2008 paid

30 April 2009 - - - - {713y (1,773
First interim dmwdend (2 075p per share)

for the year ended 31 December 2009 pad

31 July 2009 - - - - 1,776y  (1,776)
Second intenm dnndend (2 075p per share)

for the year ended 31 December 2009 paid

30 October 2009 - - - - {1,776} {1,776}
Refund of unclaimed dmdends - - - - 4 4
At 31 December 2009 4,291 56,877 26,302 9,281 4,012 100,763

The notes on pages 31 to 45 form part of these finanoal statements
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Balance Sheet

at 31 December 2010

2010 2009
Notes £7000 £ 000
10 Investiments held at fair value through profit or loss 138,636 122,881
Current assets
1 Debtors 1,581 1,509
Cash at bank 3,227 1,345
4,808 2,854
12 Creditors: amounts falling due within ane year (30,732) (24,972}
Net current liabilities (25,924) (22,118}
Total assets less current liabilities 112,712 100,763
Capital and reserves
14 Share capital 4,448 4,2N
15 Share premium account 60,562 56,877
15 Capital redemption reserve 26,302 25,302
15 Other capital reserves 18,119 9,281
15 Revenue reserve 3,281 4012
Equity shareholders” funds 112,712 100,763
16 Net asset value per ordinary share 126.70p 117 73p

The financial statements were approved by the directors on 21 March 2011, and signed on their behalf by

Hugh Twss

Wl —

Chairman

The notes on pages 31 to 45 form part of these financial statements
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Cash Flow Statement

for the year ended 31 Decemnber 2010

2010 2010 2009 2009
Notes £000 £000 £000 £ 000
19 Net cash inflow from operating activities 6.215 8,381
Servicing of finance
Bank overdraft and loan interest pad (675) (371)
Taxation
Tax recovered - 12
Finandal investment
Purchases of investments (45.689) {19,154)
Sales of tnvestments 36.159 18,769
Net cash outflow from finandal investment {9.530) (385)
Equity dividends paid (7.120) (7.094)
Net cash (outflow)/inflow before financing (11.110) 543
Finandng
Issue of shares 3,842 -
Sale of shares held in treasury 303 152
Drawdown/{repayment) of loans 8,985 (2,556}
Net cash inflow/{outflow) from financing 13.130 (2,404)
20 Increase/{decrease) in cash in the year 2,020 (1.861)
Recondiliation of net cash flow to
movement in net debt
Increasef{decrease) in cash as above 2,020 (1.861)
Cash (inflowYoutflow from {drawdownyrepayment
of loans {8.985) 2,556
Exchange movements {138) 8
Movement in net debt (7.,103) 703
Net debt at 1 January (20,184) (20,837)
20 Net debt at 31 December (27.287) (20,184)

The notes on pages 31 to 45 form part of these financial statements
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Notes to the Financial Statements

1 Accounting polides
{a) Basis of accounting
The financial statements have been prepared on the histoncal cost basis except for the measurement at fair value of
investments The financial statements have been prepared in accordance with apphcable UK accounting standards
and with the Statement of Recommended Practice Finanaal Statements of Investment Trust Comparies {"the SORP*)
dated January 2009 All of the Company’s operations are of a continuing nature.

(b) Going concemn

The Company’s Ariscles of Assocation require that at the annual general meeting of the Company held 1n 2010, and
at every fifth year thereafter, an ordinary resolution be put to shareho!ders to approve the continuation of the
Company The resolution put to the annual general meeting in 2010 was duly passed

The assets of the Company consist of secunties that are readily realisable and, accordingly, the d:rectors beheve that
the Company has adequate resources to continue 1N operational exsstence for the foreseeable future Therefore, the
Board has determined that it s appropnate for the finanaal statements to be prepared on a going concern basis

{¢) Valuation of investments

The Companys business 15 investing 1n finanoal assets with a view to profiting from their total return in the form of
income and capital growth. This portfolo of financal assets 15 managed and its performance evaluated on a farr
value basis, in accordance with a documented investment strategy, and information about the portfolio s provided
internally on that basis to the Company's Board of directors and other key management personnal Accordingly,
upon iubal recogmition the investments are designated by the Company as "held at far value through profit or loss”
They are included inmally at far value, which s taken to be their cost Subsequently, the investments are valued at
fair value, which 1s measured as follows

— UK listed investments are valued at quoted bid pnces

- Investments histed overseas are valued at bid pnces (where a bid price 15 available) or otherwise at fair value based
on published price quotations

All fair value movemnents in investments are taken to the income statement In accordance wath the SORP, the
Company’s profit and loss account 1s spht between revenue and capital elements as can be seen in the income
statement Farr value movements on investments are taken to the caprtal column i the income statement

(d) Capital gains and losses
Profits less losses on disposal of investments and investment holding gains and losses are taken to the capital column
i the income statement and transferred to other capital reserves

(e) Income

Didends recewable from eguity shares are taken to the income statement on an ex-dividend basis Income from
fixed interest debt securities and preference shares wath no fixed matunty date 15 recogrised on a time-
apporuonment basis Income from other fixed interest secunties ts recognised so as to reflect the effective interest
rate on these secunties In accordance with FRS 16 — Current Taxation, franked investment tncome 15 shown net of
the related tax credrts
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Notes to the Financial Statements

continued

Accounting policies (conunued)

(f) Expenses

All expenses are accounted for on an acoruak basis The Board's expectation 1s that over the fong term three-quarters
of the Company’s investment returns will be in the form of capital gains The directors have determined that the
proportion of the annual management fees that relates to the maintenance or enhancement of the valuation of
investments s 80% On this basis, the Company charges to capital 75% of that proporton (i e 60% of total annual
management fees) and 75% of its finance costs The balance of the management fees are charged to revenue All
performance fees are chargad to capital Expenses which are inadental to the acquisiion of an investment are charged
to the income statement and induded within gainsflosses on investments Expenses which ame inadental to the
disposal of an investment are deducted from sale proceeds and go to the income statement indirectly

(g) Taxation

The tax effect of different ritems of expenditure s allocated between the capital return and revenue returmn using the
Company’s effective rate of tax for the year In ine with the recommendations of the SORP, the allocatron method used to
calculate tax relief on expenses presented aganst capital returns in the income statement 5 the ‘'mangnat bass’ Under
this basts, if taxable income s capable of being offset entirely by expenses presented in the revenue column of the iIncome
statement, then no tax relief 15 transferred to the capital return column

Deferred taxation i1s provided on all tming differences that have onginated but not been reversed by the balance sheet
date, other than those differences regarded as permanent Timing differences anse from the indusion of items of
income and expenditure in taxation computatians in penods different from those in which they are included in
financial statements Any hability to deferred tax s pronided at the average rate of tax expected to apply Deferred tax
assets and labilities are not discounted to reflect the tme value of money The carrying amount of deferred tax assets
15 reviewed at each balance sheet date and reduced to the extent that it s no longer probable that sufficent taxable
profits will be available to allow all or part of the asset to be recovered.

(h) Foreign currency

Transactions denominated 1n overseas currencies dunng the year are translated into sterling at the appropnate daily
exchange rate. Assets and liabilities denomuinated in overseas currenaes at the balance sheet date are transiated nto
sterling at the exchange rate ruhng at that date Differences ansing from translation at this rate of exchange are dealt
with in the income statement as a camital item and then transferred to capital reserves

(i) Bank borrowings

Interest-beanng bank loans and overdratts are recorded as proceeds received, net of direct issue costs Rinance costs,
including prermiums payable on settlement or redemption and direct issue costs, are accounted for on an accruals basts
in the income statement, using the effective interest rate method and are added to the carrying amount of the
instrument to the extent that they are not settled in the penod in which they anse
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Notes to the Financial Statements

continued
2010 2009
2 Gains from investments held at fair value through profit or loss £000 £ 000
Gainsflosses) on sale of investments based on histornical cost 383 (10,639
(LessYadd- revaluation {gains)¥iosses recognised in previous years (212) 7,786
Gansflosses) on investments sold in the year based on carrying value
at the previous balance sheet date 1m (2.853)
Net movement on revaluation of investments 9,119 16,227
Exchange (JossesYgains (138) 8
9,152 13,382
2010 2008
3 Income from investments held at fair value through profit or loss £000 £ 000
Franked.
Listed — dmadends 4,742 4,071
Unfranked-
Listed - interest income 1,398 1,996
- dmadend income 1227 1,288
2,625 3,284
7.367 7.355
2010 2009
4 Other interest receivable and similar income £000 £7000
Bank interest 9 3
Underwnting commission 39 258
Interest on VAT repayment (see note 18) - 111
48 372
2010 2010 2008 2009
Revenue Capital 2010 Revenue Capnal 2009
retum etum Total retum retum Total
5 Management fees £000 £000 £000 £000 £ 000 £000
Management fees 222 333 555 270 405 675

A summary of the terms of the management agreement 1s given on page 15 in the Report of the Directors An
explanation of the sphit between revenue and capital 1s contamned in accounting pelicy 1¢f) on page 32 No
perfermance fee was earned dunng the year (2009 £n1l)

VAT 15 no longer payable on management fees — see note 18 on page 44

33
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Notes to the Financial Statements

continued

2010 2009
6 Other administrative expenses (induding irmecoverable VAT) £000 £000
Directors’ fees {see Directors’ Remuneration Report on page 24) 126 124
Auditor’s remuneration (also see table below) 24 21
Other expenses payable to the management company* 48 18
Other expenses 120 112
318 275
*QOther expenses payable to the management company relate to sales and marketing
2010 2009
Audit services (exduding VAT) £000 £000
Audit of the Companys financal statements, including
the Directors’ Remuneration Report and the Report of the Directors
(which includes the corporate governance statement) 20 18
2010 2009
7 Finance costs £000 £ 000
On bank loans and overdrafts repayable within one year 677 349
Less allocated to capital {508) (262)
169 87
2010 2010 2009 2009
Revenue Capital 2010 Revenue Camtal 2009
8 Taxation on net return return return Total retum Etum Total
on ordinary activities £000 £000 £000 £ 000 £ 000 £ 000
8.1 Irrecoverable overseas tax 93 - 93 14 - 14
Tax relief on expenses charged to
capial 224 (224) - 718 (718) -
Tax charge in respect of the
current year 317 (223) 93 732 (718) 14
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Notes to the Financial Statements

continued

8 Taxation on net return on ordinary activities (continued)

82 The tax assessed for the year 1s lower than the 28% effective rate of corporabion tax in the UK for the year ended
31 Decernber 2010 (2009 28%) The differences are explained below

2010 2010 2009 2009
Reverure Capital 2010 Revenue Captal 2009
retum retum Total retum retum Tota!
£000 £000 £000 £000 £000 £000
Net return on ordinary
actvities before taxation 6.706 8.311 15,017 7.157 12,798 19,955
Theoretical tax at UK corporation
tax rate of 28% 1.878 2,327 4,205 2,004 3,583 5,587
Effects of:
= UK dmdends winch are not
taxable (1,328) - (1.328) (1,140) - (1,140}
— Non-taxable overseas dividends (316) - (316) (148) - (148)
— (Decrease)increase In excess
management expenses and
finance costs (22) 12 (10} 73 (532) (459)
— Expenses not deducuble for
tax purposes 13 - 13 5 (23) (18)
- Imecoverable overseas tax
suffered 93 - 93 {60) - {60)
- Income taxable m different years (1) - (1) (2) - 93]
- Gains on mvestments held at
farr value - (2.563) (2.563) - (3,746) (3,746)
Tax charge in respect of the
current year 317 (224) 93 732 (718) 14

The Company I5 an investment trust and therefore s capital gains are not taxable

83 Factors that may affect future tax charges

The Company has expenses in excess of taxable income of £3,114,000 (2009 £3,163,000) that are available to offset
future taxable revenue A deferred tax asset of £841,000 (2009. £886,000) has not been recognised in respect of
those expenses and will be recoverable only to the extent that the Company has sufficent future taxable revenue




36 ’ Henderson High income Trust pic Report & Financial Statements 2010

Notes to the Financial Statements

continued

Return per ordinary share

The return per ordinary share figure 1s based on the gains attnbutable to the ordinary shares of £14,924,000 (2009
£19,941,000} and on the 86,654,031 weighted average number of ordinary shares in ssue duning the year (2009

85,519,991)

The Company had no secunties in ssue that could diute the return per ordinary share

The return per ordinary share can be analysed between revenue and capital, as shown below

010 2009

£000 £000

Net revenue return 6,389 6,425
Net capital return 8,535 13,516
Net total returmn 14,924 19,941
Weighted average number of ordinary shares in ssue dunng the year 86,654,031 85,519,991
Pence Pence

Revenue return per ordinary share 7.37 751
Capial return per ordinary share 9.85 15 81
Total return per ordinary share 17.22 2332
2010 2009

10 Investments held at fair value through profit or loss £000 £7000
Valuation at 1 January 122,881 106.000
Investment holding (gainsMosses at 1 January {1866} 22,113
Cost at 1 January 121,015 128,113
Purchases at cost 42,533 22,310
Sales at cost (35,776} (29,408}
Cost at 31 December 122,772 121,015
Investment holding gains at 31 December 10,864 1,866
Valuation at 31 December 138,636 122,881

Purchase transaction costs for the year to 31 December 2010 were £176,000 (2009 £51,000) These compnse manly
stamp duty and commussion. Sale transaction costs for the year to 31 December 2010 were £31,000 (2009 £42,000).
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Notes to the Financial Statements

conunued

2010 2009

1 Debtors £000 £ 000

Taxation recoverable 87 54
Prepayments and acaued mcome 1.4%4 1,364 |
Unrealised gans on index denvatives - 91 |

1,581 1,509

2010 2009

12 Creditors: amounts falling due with:n one year £000 £000

Purchases for future settlement - 3,156

Bank loans and overdrafts 30,514 21,529

Accruals 218 287

30,732 24,972

The Company has a mult~cumency loan facility wath ING Bank NV of £35,000,000 (2009. £45,000,000) which 1s due
to expire on 31 March 2011, A new one year multi-currency loan faclity of £41,000,000 has been agreed with ING
Bank NV to cornmence on 1 Apnl 201 1. At 31 Decernber 2010 the Company had short-term steriing loans under the
ioan faclity amounting to £30,514,000, repayable in March 2011 {2009 £21,529,000, repayable in January 2010)
The average interest rate payable on these locans was 2 32% (2009: 1.02%)

13 Risk management polides and procedures

As an investment trust the Company invests in equittes and other investments for the long term so as to secure its
investment objective and policy as stated on pages 12 and 13 In pursuing its investment objective and policy, the
Company 1s exposed to a vanety of nsks that could result in erther a reduction in the Company’s net assets or a
reduction n the profits available for distribution by way of dwvidends

These nsks - market nsk (compnsing currency nsk, interest rate nsk and other pnce nsk), hquidity nsk and credit and
counterparty nsk — and the directors’ approach to the management of them are set out below The Board and the
Portfolio Manager coordinate the Company's nsk management.

The objectives, pobaes and processes for managing the nsks, 2nd the methods used to manage the nsks that are set
out below, have not changed from the previous accounting penod. .

131 Market risk
The farr value of a financial instrument held by the Company may fluctuate due to changes in market prices This
market nsk compnses currency nsk (see note 13 1 1), interest rate nsk (see note 13 1 2) and other price nsk, in
particular the nsk of fluctuations in prices of securities (see note 13 1 3} The Board reviews and agrees policies for
managing these nsks and agrees nvestment guidehnes and restrictions for managing the portfolio, these have
remained substantially unchanged from those applying in the previous year The Portfolio Manager assesses the
exposure to market nsk when making each investment deasion, and monstors the overall level of market nsk on the
whole of the investment portfolio on an ongoing basis This nsk s mutgated through diversification of investments in
the portfolio
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Notes to the Financial Statements

continued

13 Risk management polides and procedures (continued)

13.1.1 Currency risk
A small proportion of the Company's assets, iabilities and income s denominated in currencies other than sterling (the
Company’s functional currency and the one in winch it reports its results) As a result, movements in exchange rates
may affect the sterling value of those items The Board does not deem this to be material

13.1.2 Interest rate risk

Interest rate movements may affect.

- the fair vatue of investments in fixed interest secunties

- the level of income recenvable from interest-beanng secunties and cash at bank and on deposit
— the interest payable on the Company’s vanable rate borrowangs

Management of the nisk

The possible effects on fair value and cash flows that could anse as a result of changes in interest rates are taken into
account when making investment deasions and borrowing under the mutt-currency loan facility The Company
generally does not hold significant cash balances, short term borrowings are used when required The Company
finances part of its actvities through borrowings at levels approved and momitored by the Board Dernwvative contracts
may sometimes be used to hedge against the exposure to interest rate nsk

interest rate exposure
The exposure at 31 December of financial assets and financial iabihiies to interest rate nisk s shown by reference to

- floating interest rates when the nterest rate is due to be re-set

- fued interest rates when the finangal instrument s due for repayment. These dates are shown on page 8

2010 2010 2009 2009
Within More than 2010 Withm More than 2008
one year one year Total one year one year Total
£000 £000 £000 £000 £ 000 £000
Exposure to floating interest rates
Cash at bank 3,227 - 3,227 1,345 - 1,345
Creditors — within one year
Borrowings under mulu-currency
loan faahty (30,514} - {30,514) (21,529) - (21,529
(27.287) - {27.287) (20,184) - (20,184)
Exposure to fixed interest rates
lnvestments hald at fair value
through profit or loss - 22,725 22,725 - 28,968 28,968

Total exposure to interest rates (27,287} 22,725 {4.562) (20,184) 28,968 8.784
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continued
13 Risk management polides and procedures (continued)
13.1.2 Interest rate risk {conhnued)
Interest recevable and finance costs are at the following ratas:
- Interest receved on aash balances, or paid on bank overdrafts, s at a margin linked o UBOR or its foreign currency
equwalent (2009 same)
— Interest paid on bomowings under the multi-currency loan facdlity s at a margin over LIBOR or iis foreign currency
equnvalent for the type of loan The weighted average mnterest rate of these 15 2.329% at 31 Decemnber 2010 (2009
1 02%)
— The nomimal interest rates on the mvestments held at far value through profit or loss are shown on page 8
The weighted average interest rate on these investments s 7.58% (2009 7.963).
interest rate risk sensitivity
The Company & pnmanly exposed to mierest rate nsk through its loan faality with ING Bank NV, and its fieed
interest investmeni portfolio The sensitvity of each exposure 15 as follows
- Loan sensibvity: Borrowangs vary throughout the year as a result of the Board's berrewing policy Bormowngs at the
year end were £30,514,000 (note 12) and i that level of bomowings were maintainad for a full year, then a 100
basss points change in LIBOR (up or down) would decrease or increase total net return on ordinary actvities after
taxazon by approximately £305,000
— Fixed interest investment sensitvity The Company's fxed interest portfolio at the year end was valued at
£22,725,000, and it had a modified duration (interest rate sensitwity) of approxamately S years. A 100 bass ponts
change in short term interest rates (up or down), which s mirrored by a2n equivalent change in fong term interest
rates, would be expected to decrease or increase this portfolio’s value by approxmately £1,136,000, all other factors
being equal.
13.1.3 Other price risk

Other pnce nsks (changes in market prices other than those ansing from mterest rate nsk or currency nsk} may affect
the value of quoted and unquoted investments

Management of the risk

The Boanrd manages the nsks inherent tn the investment portfoko by ensunng full and tmely access to relevant
informaton from the Manager The Board meets regularly and at each meeting reviews investment performance The
Board monitors the Manager's compliance with the Company’s objectives, and s directly responsible for investment
strategy and ulumately for asset allocation.

When appropnate, the Company may manage its exposure to nsk by buying/seliing put and call options and futures on
indices and on equity investments in rts portiolio At 31 December 2010, there was no denvative exposure (2009
£91,000 fair value, related to a short positon in UK gilt futures)

39
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13 Risk management polides and procedures {continued)

13.1.3 Other price risk (continued)
Concentration of exposure to other price risks
An 2natysis of the Company’s investment portfolio 1s shown on pages 8 and 9 The majority of the investments are
in UK companues. Accordingly, there 5 a concentration of exposure to the UK, and particularty the finantial sector,
though 1t is recognised that an investment’s country of domiale or of isting does not necessanly equate to its
exposure to the economic conditons in that country
Other price risk sensitivity
The following table lustrates the senstimaty of the net return after taxation for the year and the equity shareholders’
funds to an mcrease or decrease in the fair values of the Company’s investments The level of change used in the table
below s considered to be reasonably possible based on observation of current market conditions. The sensitvity
analysss 1s based on the Company’s equrites at each balance sheet date, with all other vanables held constant.
2010 2010 2009 2009
20% increase 20% decgease 20% increase 20% decease
in far value i fair value i far value n far value
£7000 £4000 £060 €000
Income statement - net return after tax
Revenue return (a0) 40 {24) 24
Capital return 17629 {27,629) 24,543 {24,543)
Net return after tax for the year 27589 (27.589) 24,519 (24,519)
Equity shareholders” funds 27589 {27.589) 24519 {24,519
13.2 Liquidity risk

This s the nsk that the Company will encounter difficulty in meeting obligations associated with the financial labilities

Management of the risk

Liquidity nisk 1s not significant as the majonty of the Company's assets are investrents tin quoted secunties that are

readily realisable. The Company has a mult-currency loan faclity of £35,000,000 with ING Bank NV {2009:

£45,000,000 faciity wath ING Bank NV), due to expire on 31 March 2011, and an overdraft fachity with the custodian,
the extent of which s determined by the custodian on a regular basss by reference to the value of the secunties held

by 1t on behalf of the Company The fachtes are subject to regular review. A new one year multi-Currency loan facility
for £41,000,000 has been agreed with ING Bank NV to commence on 1 Apnil 2011

Liqurdity risk exposure

The contractual matunties of the finanaal labilities at 31 December, based on the earliest date on which payment can

be required, were as follows

2010 2009
Dute withun Due wathen

three months one month

£000 £°000

Bank loans and overdrafts (including accrued interest) 30,689 21,543
Other creditors and accruals 218 3,443
30,907 24,986
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13 Risk management polides and procedures {continued)

133  Credit and counterparty risk
The failure of the counterparty to a transaction to dhscharge its obligations under that transaction could result in the
Company suffenng a loss.

Management of the risk
The nsk s managed as follows

— transacttons involving denvatowes are entered into only with investment banks, whose creditworthiness 1s carefully
assessed 50 as to minumise the rsk to the Company of default

— investment transacthons are carned out with a large number of brokers, whose credit standard 1s reviewed
periodically by the Portfolio Manager, and limits are set on the amount that may be due from any one broker

—the Company’s trades are usually on a delivery versus payment (DVP) settlement bass This process mitigates the nsk
of loss dunng the settiement process

— the Board reviews the terms of the custody agreement. The Manager monitors the Company’s nsk by reviewing the
custodian’s annual internal controls report and reports to the Board on 1ts findings

— cash at bank s held only with banks considered to be credit-worthy

—wnath regards to the corporate bonds in the portfolio, there 1s a credit nsk that the borrowers do not repay principal
or make interest payments This 15 managed through carefu) selection, supported by momitonng of credit ratings, and
15 reviewed regularly.

None of the Company’s financial assets or habiliies 15 secured by collateral or other gedit enhancements None of the
Company’s financal assets s past due or imparred.

13.4  Fair values of finandal assets and finandat liabilities
The fair values of the financial assets and financial habilites are erther carned in the balance sheet at their far value
(investments and denvatves) or the balance sheet amount s a reasonable approximation of fair value (due from
brokers, dmdends and interest receivable, due to brokers, accruals, cash at bank, bank overdrafts and amounts due
under the multi-currency loan facility).

135  Fair value hierarchy disdosures
The table below sets out fair value measurements using the FRS 29 fair value hierarchy

Finandal assets at fair value through profit or loss T 2 Totad
at 31 December 2010 £000 £7000 £°000
Equity investments 115,288 32 115,320
Convertibles 530 61 59N
Fixed interest investments

Preference shares 3,826 - 3,826

Other 18.899 - 18,899
Total 138,543 93 138.636
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Risk management polidies and procedures (continued)

135

13.6

Fair value hierarchy disdosures {continued)
Finanaal assets at fair value through profit or loss

Level 1 Level 2 Towl
at 31 December 2009 £:000 £000 £000
Equity investments 93,028 32 93.060
Converubles 792 61 853
Fixed interest investments

Preference shares 5,181 - 5.181
Other 23,787 - 23,787
Denvative instrument 91 - a9
Total 122,879 93 122,972

There were no Level 3 nvestments at 31 December 2010 (2009 none).

Categonsation within the hierarchy has been determined on the basrs of the lowest level input that s significant to the
fair value measurement of the relevant asset.

Level 1 - valued using quoted pnces in active markets for identical assets

Level 2 - valued by reference to valuabion techriques using observable inputs other than quoted pnces induded in
Level 1

Level 3 - valued by reference to valuation techmiques using mputs that are not based on observable market data
The valuation techniques used by the Company are explained 1n the accounting polices note on page 31
There have been no transfers dunng the year between levels

Capital management policies and procedures
The Company's capital management objectives are

~ to ensure that it will be able to continue as a gotng concern, and
- to provide investors with a high dnadend income while aiso maintaming the prospect of capital growth

The Company’s capital 15 its equity share capital, reserves and debt that are shown in the balance sheet at a total of
£143,226,000 (2009 £122,292,000)

The Board, with the assistance of the Portfolio Manager, momitors and reviews the broad structure of the Company’s
capital on an ongoing basis This review includes

- the planned level of geanng, which takes into account the Manager’s view on the market

- the need to buy back equity shares, either for cancellation or to hold in treasury, which takes account of the
difference between the net asset value per share and the share price (ie the level of share price discount)

— the need for new issues of equity shares, induding sales from treasury

- the extent to which revenue in excess of that which s required to be distnbuted should be retained
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13 Risk management polides and procedures (continued)

13.6 Capital management polides and procedures (contnued)
The Company s subject to several externally imposed capital requirements

— under the bank faciity with ING Bank NV borrowings may not exceed 40% of adjusted total assets (as defined in the
facility agreement) and net assets must be more than £54m (increased to £65m under the new facihity wath effect
from 1 Apnl 2011)

- as a public company, the Company has a mimimum share capital of £50,000

—in order to be able to pay dmidends out of profits available for distnbution by way of dmdends, the Company has to
be able to meet one of the two capital retention tests imposed on mvestmenti compan:es by company law

The Company has compled with these requirements.

Nominal value

Shares held  Shares entitied Total shares n ssue

14 Share capital in treasury to dividend in issue £000
Issued ordinary shares of 5p each

At 31 December 2009 250,000 85,585,744 85,835,744 4,291

Sold out of treasury {250.000) 250,000 - -

Issued dunng the year - 3,125,000 3,125,000 157

At 31 December 2010 - 88,960,744 88,960,744 4,448

Dunng the year the Company sold 250,000 shares out of treasury for proceeds of £303,000 and 1ssued a further
3,125,000 shares for proceeds of £3,842,000.
Since the year end a further 250,000 shares have been 1ssued

Caprtal Capstal
reserve reserve
Share Capital arising on anung on
premium redempbon investments revaluation of Revenue
S0ooUnt reserve sold investments held reserve
15 Reserves £000 £000 £000 £000 £°000
At 1 January 2010 56,877 26,302 7.324 1,957 4,012
Transfer on disposal of investments - - 212 (212) -
Net gains from investments - - 171 9,119 -
Foreign exchange losses - - (138} - -
Sate of shares held in treasury - - 303 - -
Issue of shares 3,685 - - - -
Management fee and finance costs
charged to capital - - (841) - -
Tax relief thereon - - 224 - -
Net revenue after tax for the year - - - - 6,389
Dmwidends pawd - - - - {7,120
At 31 December 2010 60,562 26,302 7.255 10,864 3,281

The revenue reserve 1s distnibutable by way of dvidend
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16 Net asset value per ordinary share
The net asset value per ordinary share s based on the net assets attributable to the ordinary shares of £112,712,000
{2009 £100,763,000) and on the 88,960,744 ordinary shares in issue at 31 December 2010 (2009 85,585,744
ordinary shares)
17 Contingent liabilities
There were no partly paid shares or underwnting commitments at 31 December 2010 (2009 £ni))
18 VAT on management fees
Following the 2007 deasion by the European Counrt of Justice that Value Added Tax (*VAT~) should not be charged on
fees paid for management services provided to investment trust comparues, over the previous two financial years the
Company receved in total £1,272,000 in VAT redaums relating to management fees pad dunng the penods 1 January
1990 to 4 December 1996 and 1 October 2000 to 30 June 2007 The reclarms were allocated between revenue return
and capital return according to the allocation of the amounts onginally paid In addition, the Company receved
£295,000 of simple interest on those VAT reclaims, which was recognised in prior years” financa! statements No
further redaims of VAT or interest were recerved or expected dunng the year under review
The possibiity of recovenng any VAT paid on management fees dunng the penod from S Decerrber 1996 to
30 September 2000, or compound interest on all VAT reclaims since 1990, 1s remote and consequently there s
no recognition of any potenti2! reclaims in these finanaial statements.
VAT has not been applied to investment management fees invarced since June 2007.
19 Reconaliation of net return on ordinary activities before finance 2010 2009
costs and taxation to net cash inflow from operating activities £000 £000
Net return before finance costs and taxason 15,694 20,304
Gains on investments hefd at fair vatue through profit or loss (9.152) (13,382}
(Increase)decrease in accrued income and debtors of a revenue nature (130) 436
Decrease in other debtors - 1,127
Decrease 1n creditors (71) (58}
Tax deducted on investment income (126) (46)
Net cash inflow from operating activities 6,215 8381
1 January Cash Exchange 31 December
2010 flow movement 2010
20 Analysis of changes in net debt £000 £000 £°000 £000
Cash at bank and overdrafts 1,345 2,020 (138) 3,227
Debt due within one year (21.529) (8,985} - (30.514)
(20,184) (6.965) {138) (27.287)
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21

Related party transactions

The Company has appomnted wholly-owned subsidiary companies of Henderson Global Investors Lirmited
(“Henderson™) and BNP Panbas Secunties Services to provide investment management, accounting, admmistration and
company secretanal services Details of the fee arrangements for these services are given on pages 15 and 16 1n the
Repart of the Duectors The total of the fees payable by the Company to Henderson in respect of the year ended

31 December 2010 was £555,000 (2009 £675,000) of which £125,000 was outstanding at 31 December 2010

(2009 £152,000)

With effect from 1 July 2007 VAT s no longer charged on managament fees or performance fees

In addrbon to the above services, Henderson provides the Company wath sales and marketing services The total fees
payable for these services for the year ended 31 December 2010 (excluding VAT) amounted to £41,000 (2009.
£15,000) At 31 December 2010, £10,000 was outstanding (2009 £4,000)

The compensation payable to key management personnel in respect of short term employment benefits was £126,000
(2009 £124,000). Thus relates wholly to the fees paid to the directors in respect of the year; the directors are all non-
executive and receive no other compensation The Dhrectors’ Remuneration Report on page 24 prowdes further details
The Company has no employees.

22 Dividends £000
Revenue available for distnbution by way of dndend for the year 6,389
First intenm dwdend (2 075p) {1.776)
Second intenm dmwdend (2 075p) (1.822)
Third intenm dmadend (2 075p) paid on 31 January 2011 (1.845)
Undistributed revenue for section 1158 purposes* 245

*The Company 15 required under Section 1158 of the Corporation Tax Act 2010 to mtain no more than 15% of
income from investments For the year under review undistnbuted revenue compnses 12.8% of the income from
investments of £7,367,000
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Net asset value Market pnce Dondends
Tota per orcinary Nt asset value per oncknary Market pnce per ardmary
Year to 31 December net assets share per uni share pes unit sharafumt
2001 £97 2m 127 6p 183.3p 131.3p 195 8p 9 90p
2002 £842m 94 7p 155 0p 97 5p 161 8p 990p
2003t £103 6m 114 6p 179 8p 106 Op 1750p 990p
20041 £1107m 131 3p 201 8p 116.3p 186 8p 990p
2005~ £106 6m 155 3p - 153 8p - 883p
2006* £126 6m 18t 7p - 177 3p - 791p
2007 £142 6m 166 9p - i47 8p - 8 18p
2008 £87 8m 102 7p - 95 0p - 8 30p
2009 £100 8m 1n77p - 1145p - 8 30p
2010 £112.7m 126.7p - 124.8p - 6.23p**

tRestated in accordance wath new accounting polices

*The level of dmdends was reduced followang the capital reorgarisation in September 2005.

**Only three intenm dnwdends wese paid in respect of the year to 31 December 2010 as the 4th intenm dvidend was

reclassified as the 1st intenm dmdend for the year to 31 December 2011 and wall be paid in Apnil 2011 In

consequence, shareholders effectvely receive the same total dvidend of 8.30p as in the previous year

Explanation of Movement in Net Asset Value (total

return) per Ordinary Share

Over the year to 31 December 2010, the Net Asset Value total return was 15 4% compared to the benchmark index total return
(75% FTSE All-Share Index and 25% FTA Government All Stocks Index) of 12 7%

Cetails of the portfolio performance are given below Other factors accounting for the remainder of the difference between the
opening and dosing net asset value per share are share issuance and the proportions of management fee and finance costs
charged to capnal, as shown below. All data 15 geometncally compounded to calculate returns

Portfolio performance

Other factors

Performance of Composite index (total return)
Performance of portfolio against benchmark
Due to asset allocation
Due to stock selecton - Equriies
— Fixed interest
Due to geaning
Management fee and finance costs charged to capital

Performance of Net Asset Value (total return)

07%
-1 0%
09%
29%
-10%

12.7%

15.4%
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General Shareholder Information

Release of results
The full year results were announced on 18 March 2011. The
half year results will be announced n early August.

Annual General Meeting

The AGM of Henderson High Income Trust plc will be held in
London at 12 00 noon on Thursday 28 Apnl 2011 The notice
of this meeting setting out the business that will be proposed
15 contamned in a separate arcular to be sent to shareholders
wiath this annual report.

Dividend payments

Dividends can be paid to ordinary shareholders by means of
BACS (Bankers’ Automated Cleanng Serices), mandate forms
for this purpose are avallable from the Registrar. Alternatively,
shareholders can write to the Registrar (the address 1s given
on the inside back cover) to give therr instructions, these must
include the bank account number, the bank account title and
the sort code of the bank o which payments are to be made.

Share price listings

The market pnce of the Company’s ordinary shares s
published daly in the Finanaal Times, which also shows
figures for the estimated net asset value and the
discount/prermium Some of this information 1s published in
other leading newspapers

Online information

Details of the market pnce and net asset value of the shares
can be found on the Company’s website The address 15
www.hendersonhighincome.com

Shareholders who hold their shares in certificated form can
check therr holdings wiath the Registrar, Computershare
Investor Services PLC (www.computershare.com) Please
note that to gain access to your details on this site you will
need the holder reference number stated on the top left
corner of your share certificate

Disability Act

Copies of thus Annual Report and Financaal Statements and
other documents 1ssued by the Company are available from
the Company Secretary If needed, copies could be made
avaiiable 1n a vanety of formats, induding Bradle, audio
tape or larger type as appropniate

You can contact the Registrar, Computershare Investor
Services PLC, which has installed textphones to allow speech
and hearing-mpaired people who have therr own textphone
to contact them directly, without the need for an intermediate
operator Specally trained operators are available dunng
normal business hours to answer quenes wia this service

Alternatvely, if you prefer to go through a "typetalk’ operator
{prowided by the Royal National Insutute for Deaf People) you
should dial 18001 followed by the number you wish to dial

Warning to Shareholders

Many companies are aware that their shareholders have received unsolicited phone calls or correspondence
concerming investment matters. These are typically from overseas based ‘brokers” who target UK shareholders
offering to sell them what often turn out to be worthless or high risk shares in US or UK investments. They can
be very persistent and extremely persuasive. Shareholders are therefore advised to be very wary of any
unsolicited advice, offers to buy shares at a discount or offers of free company reports.

Please note that it is very unliikely that either the Company or the Company’s Registrar, Computershare Investor
Services PLC, would make unsolicited telephone calls to shareholders and that any such calls would relate only to
official documentation already dnaulated to shareholders and never in respect of investment “advice'.

If you are in any doubt about the veradty of an unsolicited phone call, please call either the Company Secretary
or the Registrar at the numbers provided on the inside back cover.
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Glossary of Terms

Ordinary shares

Confer certain nghts to the holder as laid down in the Articles
of Association These indude entitlements to any income
distnbutions paid by the Company, to all undistnbuted net
income 1f the Company 1s wound up, and voting nghts They
rank for payment of capital after repayment of borrowings

Dividend yield
The annual dwidend expressed as a percentage of the share
price

Net asset value

The value of the total assets less the habuliies Liabilibes for
this purpose indude both current and long-term liabilities. To
calcuiate the net asset walue per ordinary share, dvide the net
asset value by the number of shares in 1ssue {excluding
treasury shares)

The net asset value total return on ordinary shares over one
year published by the Assooation of Investment Compames
differs from the net asset value tota! return induding net
dividends reinvested calculated from the finanaial statements
as a result of timing and methodology differences

A Brief History

The Company was launched in November 1989 with the name
TR High Income Trust PLC The share capital compnsed
ordinary shares of 25p each and subscnption shares of 0 01p
each, there being one subscription share for every five ordmnary
shares In 1991 further shares of both dasses were issued by
way of a nghts issue The conversion of the subscnption shares
into ordinary shares was completed in 1996,

In March 1997 the Company changed its name to Henderson
High Income Trust plc and announced proposals for a merger
with Henderson Highland Trust plc The merger, by means of a
Scheme of Arrangement under Section 425 of the Companies
Act 1985, became effective on 23 Apnl 1997 and new
ordinary shares of 25p each were issued to the former
Highland shareholders

Discount

The amount by which the market price per share of an
investment trust company s lower than the net asset value
per share. The discount 5 normally expressed as a percentage
of the net asset value per share

Pvemium

The amount by which the market price per share of an
investiment trust company exceeds the net asset value per
share. The premium 15 normally expressed as a percentage of
the net asset value per share

Gearing

Total assets including all current habiliues being used for
mvestment purposes (irrespecive of how long the debt has to
run untd repayment) dnaded by shareholders” funds

Effective interest rate

The rate of interest applicable to a finangal asset or hability
taking into account all related cash flows from its acquisthon
to its redemption date.

On 16 August 2000 the Company's capital was reorganmised
In place of the ordinary shares of 25p each 1n ssue at

15 August 2000, shareholders received one ordinary share of
5p each in the Company and one zero dvidend preference
share of 50p each in a new subsidiary company, Henderson
High Income Trust Secunties plc

On 30 September 2005 the Group’s capital was reorganised
The zero dwvidend preference shares were repaid and the
subsidiary company was placed in members” voluntary
lquidation. The subsichary was dissolved on 10 January 2008

On 30 Apnl 2007 the Company i1ssued 16,147,946 shares to
those shareholders of Martin Curne Income & Growth Trust
plc who elected to roll over their shares into the Company
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Henderson High Income Trust plc Notice of 2011 Annual General Meeting

Letter from the Chairman

Dear Shareholders

I hope that you will be able to attend this year's Annual General Meeting of the Company (*AGM” or “the Meeting”), which 1s
to be held at 12 noon on Thursday 28 April 2011 at 201 Bishopsgate, London EC2M 3AE (the offices of Henderson Global
Investors, our Investment Manager)

The Notice of Meeting can be found on pages 1 and 2, together with a map showing the venue for the Meeting Further
details of each of the resclutions to be proposed at the Meeting are set cut 1n Explanations of the Resolutions on pages 3
and 4 1 also refer you to the Company’s Annual Report and Financial Statements for the year ended 31 December 2010
{“the Annual Report”), which 1s being sent with this document

QOur Portfolic Manager, Alex Crooke, will give a presentation at the Meeting and there will be opportunities to ask questions
during and after the Meeting  hope that you are able to attend the AGM and, if not, that you vote by completing and
returning your form of proxy

The Beard considers that the resolutions to be proposed at the AGM are in the best interests of the Company’s shareholders as
a whole The Board therefare recommends unanmously to shareholders that they vote in favour of each of the resolutions, as
the directors intend 1o do in respect of their own beneficial holdings

Yours sincerely

Hugh Twiss
Chairman
21 March 2011

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to what action you should take, you should consult your stockbroker, sohator, accountant or
other professional adviser authonised under the Financial Services and Markets Act 2000 If you are resident in the UK, or f
not from another appropriately independent professional adviser in your own jurisdiction

If you have sold, transferred or otherwise disposed of all your shares in Henderson High Income Trust plc {the “Company”},
please pass this document and the accompanying form of proxy to the stockbroker, bank or other agent through whom
you made the sale, transfer or disposal for transmission to the purchaser or transferee, except that such documents should
not be sent to any junsdiction under any circumstances where to do so might constitute a violation of local securities laws
and regulations If you have sold or transferred or otherwise disposed of only part of your holding, you should retain this
document and the accompanying form of praxy and consult the stockbroker, bank or other agent through whom you
made the sale, transfer or disposal
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(b) the maximum price (exclusive of expenses) which may (f) any ordinary shares so purchased shall be
be paid for an ordinary share shall not exceed the
higher of (i) 105% of the average of the middle

market quatations for the shares as taken from the

() cancelled immediately upon completion of the
purchase, or

London Stock Exchange Daily Official List for the five
business days preceding the date of purchase, and (i)
the higher of the last independent bid and the highest

() held, sold, transferred or otherwise dealt with as
treasury shares in accordance with the provisions
of the Companies Act 2006

current independent bid on the London Stock
Exchange, as a Special Resolution

11 THAT a general meeting other than an annual general
{c) the mimimum price (exclusive of expenses) which may
meeting may be called on not less than 14 clear days’
be paid for an ordinary share shall be 5p, being the

notice
nominal value per share,

{d) the authority hereby conferred shall expire at the By order of the Board

conclusion of the Annual General Meeting of the
Company in 2012, or, If earlier, on the expiry of

18 months from the passing of this resolution, unless
such authority is renewed before that expiry,

(e) the Company may make a contract to purchase D ] Tnckett ACIS

ordinary shares under the authority hereby conferred For and on behalf of

which will or may be executed wholly or partly after Hendersan Secretarial Services Limited, Secretary
the expiration of such authority and may make a 21 March 2011
purchase of ordinary shares pursuant to any such Registered Office

contract, and 201 Bishopsgate, London EC2ZM 3AE

Annual General Meeting Venue

Henderson Global Investors 1s located in the City of
London at 201 Bishopsgate It Is a few minutes walk
from Liverpool Street manline and underground stations
and Moorgate underground station

2 ar
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Henderson High Income Trust plc

(an mvestrment company within the meaning of section 833 of the Companies Act 2006,

incorporated i England and Wales with registered number 2422514)

Notice of Annual General Meeting

Notice 15 hereby given that the twenty-second Annual General
Meeting of Henderson High Income Trust plc will be held on
Level 12, 201 Bishopsgate, London EC2M 3AE on Thursday
28 April 2011 at 12 noon for the transaction of the
following business

1 To recewve the Report of the Directors and the audited
Financial Statements for the year ended 31 December 2010

2 To approve the Directors’ Remuneration Report for the
year ended 31 December 2010

3 To re-elect Mr Vivian Bazalgette as a director of the
Company

4 To re-elect Mr Andrew Bell as a director of the Company

5 To re-elect Miss Janet Walker as a director of the
Company

6 To re-appoint Grant Thornton UK LLP as statutory auditor
to the Company

7 To authornise the directors to determine the auditor’s
remuneration

Other Business
To consider, and If thought fit, pass the following resolutions

as an Ordinary Resolution

8 THAT in substitution for all existing authorities the directors
be generally and unconditionally authorised pursuant to
section 551 of the Companies Act 2006 ("the Act”) to
exercise all the powers of the Company to allot relevant
securities (within the meaning of section 551) up to an
aggregate nominal amount of £446,053 (being 10% of the
issued ordinary share capital at the date of this Notice) for a
period expiring (unless previously renewed, vaned or revoked
by the Company 1in general meeting) at the conclusion of
the Annual General Meeting of the Company in 2012, but
that the directors may make an offer or agreement which
would or might require relevant secunties to be allotted after
such expiry and the directors may allot relevant secunties
In pursuance of such an offer or agreement as if the
authority conferred hereby had not expired

as a Specral Resolution

THAT in substitution for all existing authorities and
subject to the passing of resolution 8 the directors be
empowered pursuant to section 570 and/or section 573
of the Companies Act 2006 ("the Act”) to allot equity
securities (within the meaning of section 560 of the Act)
for cash pursuant to the authornity conferred by resolution
8 as if section 561 of the Act did not apply to the
allotment and to sell relevant shares (within the meaning
of section 560 of the Act) held by the Company
immediately before the sale as treasury shares (as defined
in section 724 of the Act) for cash as If section 561 of the
Act did not apply to any such sale

This power

{a) shall expire at the conclusion of the Annual General
Meeting of the Company 1n 2012, save that the
directors may before such expiry make an offer or
agreement which would or might require equity
securities to be allotted after such expiry and the
directors may allot equity securities in pursuance of such
an offer or agreement as If the power conferred hereby
had not expired, and

(b) shall be Imited to the aliotment of equity secunties
and/or the sale of shares held in treasury for cash up to
a maximum aggregate nominal value of £446,053
{being 10% of the Company's 1ssued ordinary share
capstal at the date of this Notice)

as a Special Resolution

THAT the Company be and 15 hereby generally and
unconditionally authorised in accordance with section 701
of the Companies Act 2006 (“the Act”) to make market
purchases (within the meaning of section 633 of the Act)
of ordinary shares of 5p each in the capital of the
Company provided that

(a) the maximum number of ordinary shares which may be
purchased 1s 14 99% of the Company’s 1ssued ordinary
share capital at the date of the Annual General
Meeting {equivalent to 13,372,690 ordinary shares at
the date of this Notice),



Henderson High Income Trust plc Notice of 2011 Annual General Meeting

Explanations of the Resolutions

Resolutions 1 to 8 are proposed as ordinary resolutions
This means that for each of those resolutions to be passed
more than half of the votes cast must be in favour of the
resolution Resolutions 9 to 11 are proposed as special
resolutions This means that for each of those resotutions
to be passed at least three-quarters of the votes cast must
be in favour of the resolution

Resolution 1 Company’'s Report and Financial
Statements (ordinary resolution)

The directors are required to present to the Meeting the
Annual Report and Finanaal Statements, including the
Directors” Report and Auditor’'s Report for the finanaial year to
31 December 2010 Members will be given an opportunity to
ask questions at the Meeting before being invited to

receive the Annual Report and Financial Statements

Resolution 2 Approval of the Directors’ Remuneration
Report (ordinary resolution)

Shareholders are required to approve the Directors’ Report on
Remuneration, which is set out on page 24 1n the Annua!
Report and Financial Statements

Resolutions 3 to 5 Re-election of directors
(ordinary resolutions)

Resolutions 3 to 5 relate to the re-election of directors

Resolution 3 1s for the re-election of Vivian Bazalgette, who
has been on the Board since November 2004 and was first
elected by shareholders at the 2005 AGM Mr Bazalgette was
re-glected by shareholders in 2008 and now, having served a
further three-year term, 1s required to seek re-election in
accordance with the Company's Articles of Assoaation

Resolution 4 s for the re-election of Andrew Bell, who has also
been cn the Board since November 2004 and was first elected
by shareholders at the 2005 AGM Mr Bell was also re-elected
by shareholders in 2008 and now, having served a further
three-year term, 15 also required to seek re-election in
accordance with the Company’'s Articles of Association

Resolution 5 is for the re-election of Janet Walker, who has
been on the Board since June 2007 Miss Walker stood for
election at the 2008 AGM and now, having served her first
three-year term, I1s required to seek re-election at the 2011
AGM Miss Walker 1s the Audit Committee Chairman

At ts meeting in January 2011, the Nominations Committee
reviewed the performance and commitment of the directors
standing for re-election and confirmed that each of these
directors continues to bring wide, current and relevant
business experience that allows them to contribute effectively
to the leadership of the Company The Nominations
Committee 15 therefore pleased to recommend all three
directors for re-election to the Board

Biographical details far the directors are shown on page 11 of
the Annual Report and also on the Company’s website,
www hendersonhighincome com

Resolutions 6 and 7 Re-appointment and remuneration
of the auditor (ordinary resolutions)

In accordance with sections 489 and 492 of the Companies Act
20086, shareholders are required to approve the appointment of
the Campany’s auditor, Grant Thornton UK LLP, each year and
1o give the directors authonty to determine the auditor's
remuneration Grant Thornton UK LLP has expressed its
willingness to continue as auditor to the Company

Other Business
Resolution 8 Authority to allot shares (ardinary resolution)

On 11 May 2010 the directors were granted authority to tssue
a mited number of new ordinary shares 3,375,000 shares
have been i1ssued under this authority The directors therefore
have remaining authonty to issue a further 5,183,560 shares
that authonty will expire at the 2011 AGM

Resolution 8 will renew this authornty and will allow the
directors to 1ssue up to 8,921,060 new ordinary shares (with
a nominal value of £446,053) (being 10% of the issued share
capital as at the date of this Notice} The resolution 1s set out
in full in the Notice on page 1 If renewed, the authonty will
expire at the conclusion of the AGM 1n 2012

Resolution 9 Power to disapply pre-emption rights
(speaial resolution)

At the AGM on 11 May 2010, the directors were also
empowered to issue shares of a hmited value for cash without
first offering them to existing shareholders in accordance with
statutory pre-emption procedures The directors have issued
3,375,000 new shares and sold 250,000 shares out of treasury
urder this power The directors therefore have remaining

3
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Explanations of the Resolutions

authority to 1ssue a further 4,933,560 shares under the existing
power which will expire at the 2011 AGM

Resolution 3 will give the directors power to 1ssue up 1o
8,921,060 new ordinary shares (with a norminal value of
£446,053) for cash on a non pre-emptive basis (being 10% of
the 1ssued share capital as at the date of this Notice) The
resolution 15 set out in full in the Notice on pages 1 and 2 If
renewed, the power will expire at the conclusion of the AGM
n 2012

The directors wall only allot shares pursuant to resolutions

8 and 9 1o take advantage of opportunities in the market as
they arise and only if they believe 1t to be advantageous to the
Company’s existing shareholders to do so and when 1t would
not result 1n any dilution of net asset value per share {ie shares
will only be 1ssued at a premium to net asset value)

Resolution 10 Repurchase of the Company’'s ordinary
shares (special resolution)

On 11 May 2010 the directors were granted authority to
repurchase 12,829,303 ordinary shares (with a nominal value
of £641,465) The directors have not used this authority and
therefore at the date of this Notice the directors have
remaining authority to repurchase 12,829,303 shares

Resolution 10 seeks to renew the Campany’s authority to buy
back shares The authority under this resolution 1s Tirmited to
the purchase of a maximum of 14 99% of the ordinary
shares in 1ssue at the date of the passing of this resolution

The minimum price which may be paid for an ordinary share
1s 5p In accordance with the Listing Rules of the UK Listing
Authority, the maximum price which may be paid for an
ordinary share Is the higher of

a) 5% above the average market value for the shares taken
from the London Stock Exchange Daily Official List for
the five business days prior to the date on which the
purchase 1s made, and

b) the higher of the last independent bid and the highest
current Independent bid on the London Stock Exchange

Both the minimum and maximum price are exclusive of any
relevant tax and expenses payable by the Company

The directors believe that, from time to tme and subject to
market condittons, 1t will continue to be in the shareholders’
Interests to buy back the Company's shares when they are
trading at a discount to the underlying net asset value per
share

The Company may utihse the authority to purchase shares by
either a single purchase or a sernies of purchases when market
conditions allow, with the airm of maximising the benefit to
shareholders This proposal does not indicate that the
Company will purchase shares at any particular time or price,
nor tmply any opinion on the part of the directors as to the
market or other value of the Company’s shares

The Company may cancel or hold in treasury any shares
bought back under this authority The authority will expire at
the concluston of the 2012 AGM and it 1s the present intention
of the directors to seek a similar authonty annually

Resolution 11 Notice of general meetings (spectal resclution)

Under the Companies Act 2006 the notice period for general
meetings {other than the annual general meeting} 15 21 days
At the 2010 AGM shareholders approved the resolution to
allow general meetings (other than the annual general
meeting) to be called on 14 days’ notice That approval exprres
at the conclusion of the 2011 AGM

In order to mantain maximum flexibility iIn communicating
with shareholders, the Board 1s seeking to renew this authority
at the 2011 AGM so that general meetings {other than the
AGM) may be called on the shortest permissable notice This
authority will only be used If to do so will be in the best
interests of shareholders The Company will only be able to
take advantage of this authonty if all shareholders are given
the opportunity {but not the obligation) to vote at such a
general meeting by electronic means This authority will expire
at the conclusion of the 2012 AGM
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Notes to the Notice of Annual General Meeting

1 Rights to attend and vote

Subject to Note 2, all of the Company's members are entitled
to attend and vote at the forthcoming AGM or at any
adjournment{s) thereof On a poll each member has one vote
for each share held

2 Voting record date

Only members registered in the Register of Members of the
Company at close of business on Tuesday 26 April 2011 shall
be entitled to attend and vote at the AGM In respect of the
number of voting nghts registered in thetr name at that time
Changes to entries on the Register of Members after that time
shall be disregarded in determiming the rights of any person to
attend and vote at the Meeting

In the case of joint holders of a voting right, the vote of the
senior who tenders a vote, whether in person or by proxy,
shall be accepted to the exclusion of the votes of the other
jomt holders and, for this purpose, seniority shall be
determined by the order in which the names stand in the
Register of Members 1n respect of the joint holding

3 Right to appoint proxies

Pursuant to section 324 of the Companies Act 2006, a
member entitled to attend and vote at the Meeting may
appoint more than one proxy, provided that each proxy 15
appointed to exercise the nghts attached to different shares
held by him A proxy need not be a member of the Company

The completion of the enclosed form of proxy or a CREST proxy
instruction (as described in paragraph 8) will not preclude a
member from attending and voting in person at the Meeting

Section 324 does not apply to persons nominated to recesve
information rnghts pursuant to section 146 of the Companies
Act 2006 Persans norminated to receive information rights
under section 146 of the Companies Act 2006 have been sent
this Notice and are hereby informed, in accordance wath
section 149(2) of the Companies Act 2006, that they may have
the right under an agreement with the registered member by
whom they are nominated to be appointed, or to have
someone else appointed, as a proxy for this Meeting If they do
not wish to exercise their right or do not have such right, they
may have a nght under such an agreement to give instructions
to the member as to the exercise of voting nights

Nominated persons should contact the registered member by
whom they were nominated in respect of their arrangements

The nghts of members relating to the appointment of proxies

in Notes 1 and 2 above do not apply to nominated persons

4 Proxies’ rights to vote at the Meeting
On a vote by a show of hands, each proxy has one vote

If a proxy I1s appointed by more than one member and all such
members have instructed the proxy to vote In the same way,
the proxy will only be entitled on a show of hands to vote
“for” or "against” as applicable If a proxy 1s appointed by
more than one member, but such members have given
different voting instructions, the proxy may on a show of
hands vote both “for” and “against” in order to reflact the
different voting instructicns

On a poll all or any of the voting rnights of the member may be
exercised by one or more duly appainted proxies However,
where a member appoints more than one proxy, section 285(4)
of the Comparnies Act 2006 does not permit the exercise by
the proxies taken together of more extensive voting nghts than
could be exercised by the member in person

5 Voting by corporate representatives

Corporate representatives are entitled to attend and vote on
behalf of the corporate member in accordance with section
323 of the Companies Act 2006 provided they do not do 5o
in refation to the same shares

6 Receipt and termination of proxies

To be valid the enclosed form of proxy must be received by
the Company’s Registrars (Computershare Investor Services
PLC) before 12 noon on Tuesday 26 Apri 2011

A member may terminate a proxy’s authonty at any time before
the commencement of the Meeting Termination must be
provided In writtng and submitted to the Company’s Registrar

In accordance with the Company's Articles of Association, In
determuning the deadline for receipt of proxies, no account
shall be taken of any part of a day that s not a working day

7 Communication with the Company

Members may not use any electronic address provided either
in the Notice or any related documents (including the form of
proxy) to communicate with the Company for any purpose
other than those expressly stated
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Notes to the Notice of Annual General Meeting

continued

8 Electronic receipt of proxies

CREST members who wish to appoint a proxy or proxies by
utilising the CREST electronic proxy appointment service may
do so for the Meeting and any adjournment(s) thereof by
utihsing the procedures described in the CREST manual, which
1s available to download from the Euroclear website

{(www eurodear com/CREST) CREST personal members or
other CREST sponsored members, and those CREST members
who have appointed a voting service provider(s), should refer
to their CREST sponsor or voting service provider(s), who will
be able to take the appropriate action on their behalf

In order for a proxy appointment made by means of CREST to
be valid, the appropriate CREST message (a “CREST Proxy
Instruction™) must be properly authenticated in accordance with
Euroclear UK & Ireland Limited’s specifications and must contain
the information required for such instructions, as descnbed in
the CREST manual The message, regardless of whether it
constitutes the appointment of a proxy or ts an amendment to
the instruction given to a previously appointad proxy, must be
transmitted so as to be receved by the Issuer’s agent {3RA50) by
the latest time for receipt of proxy appointments specified 1n
Note 6 overleaf For this purpose, the time of receipt will be
taken to be the time {(as determined by the timestamp applied
to the message by the CREST applications host) from which the
Issuer’s agent Is able to retneve the message by enquiry to
CREST in the manner prescribed by CREST After this tme any
change of instructions to proxies appointed through CREST
should be communicated to the appointee through other means

CREST members and, where applicable, their CREST sponsors or
voting service provider(s) should note that Euroclear UK &
Ireland Limited does not make available special procedures in
CREST for any particular messages Normal system timings and
limitations will therefore apply 1n relation to the input of CREST
Proxy Instructions It 1s the responsibility of the CREST member
concerned to take (or, 1f the CREST member 1s a CREST
personal member or sponsored member or has appointed a
voting service provider(s), to procure that his CREST sponsor or
voting service provider(s) take{s)) such action as shall be
necessary to ensure that a message 1s transmitted by means of
the CREST system by any particular time In this connection,
CREST sponsors or voting service providers are referred, in
particular, to those sections of the CREST manual concerning

practical imitations of the CREST system and timings

The Company may treat as invalid a CREST Proxy Instruction in
the arcumstances set out In Regulation 35(5) of the
Uncertificated Secunities Regulations 2001

9 Questions at the Meeting

Any member attending the Meeting has the right to ask
questions Section 319A of the Companies Act 2006 requires
the directors to answer any question raised at the AGM which
relates to the business of the Meeting, although no answer
need be given (a) if to do so would interfere unduly with the
proceedings of the Meeting or involve disclosure of
confidential information, (b) if the answer has already been
given on the Company’s website, or (c) (f it 1s undesirable in
the best mnterests of the Company or the good order of the

Meeting that the question be answered

Members satisfying the thresholds in section 527 of the
Companies Act 2006 can require the Company to publish a
statement on Its website setting out any matter relating to (a} the
audit of the Company’s accounts (including the auditor’s report
and the conduct of the audit) that are to be laid before the
Meeting, or {b) any arcumstances connected with an auditor of
the Company ceasing to hold office since the last AGM, that the
members propose to raise at the Meeting The Company cannot
require the members requesting the publication to pay its
expenses Any statement placed on the website must also be
sent to the Company’s auditor no later than the time it makes
its staternent available on the website The business which may
be dealt with at the Meeting includes any statement that the
Company has been required to publish on its website

By attending the Meeting, members and their proxies and
representatives are understood by the Company to have
agreed to receive any communications relating to the
Company's shares made at the Meeting

10 Website

A copy of this Notice, including the information required by
section 311A of the Companies Act 2006, is availlable from the
Company's website, www hendersonhighincome com

11 Total voting nghts

As at 21 March 2011 (being the last practicable date pricr to
the publication of this Notice) the total number of shares in
the Company was 89,210,744 The total number of voting
rights on that date was therefore 89,210,744




