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30 Years of Dividends

Income Heritage

Henderson High Income Trust plc {Company) first launched in
November 1988 and recently celebrated its 30th anniversary.
To mark the event the Company was delighted 1o be invited
by the London Stock Exchange to open its market on

29 November 2018. Over the last 30 years the Company has
consistently delivered a high and growing leve! of dividend by
investing in a well-diversified selection of equily and fixed
income securities. Over this period an initial investment of
£10,000 in the Company's shares &l launch has generated
total gross dividend income of £24,000, double the interest
that could have been earned Irom a savings account for the
same period, based an the Bank of England's base rate.

Cumuiative income received from an initial
£10,000 investment

Source: Janus Haenderson Investors and Refintty DataStream
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Strong Total Returns

While the Company has provided an alternative and attraclive
source of income pver the years, the Company has aso
delivered long-term ¢apital growth, particularly for investors
who reinvested their dividends back into the Company's
shares. Such is tha powaer of compounding returns that, for
these investars, the same £10,000 investment is worth
£148.,000 thirty years later, based on the Company's net
asset value (NAV) total refurn 1o 31 December 2018. This far
exceeds the comparable tota! return of a2 £10,000 investment
in the FTSE All-Share index which would have grown to just
£93,000 over the same period.

The world may have changed considerably since the
Company was first listed, but the long-term attraction of the
Company is as relevant loday as it was in 1982, if not maore
s0, in the current iow interest rate environment.

The Company's NAY total return

Tetal return as at 31 Dacember 2019 Data 1ebased o 100 at 31 December 1888
Sowce Henderson High Income Annual Reports andg Relativ DataSiream
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Diversification of Income

Challenges for UK Income Investors

Dividend income s becoming increasingly concentraled
amongst an ever- smalier number of companies in the UK -
market The top 20 dividend payers in the UK generaled
74% of the FTSE 100 index’s lotal incorne :n 2018, This
presents a particular chal enge for UK ncome nvestors
especial y if such dividends prove unsustainabile as in the
current environment The Company de'iberately reduces
income concentration by constructing a well-diversifieo
portiolio, ensuring that no single holding n is portiolio
centributes more than 5% of the Company s tolal Income.
ner a single secior more than 207, This materially lowers
the risk of income concentration for the Company the top
20 income payers within the FTSE 100 Index only contributed
37% of the Company's tatal income in 2018, about half the
proportion of the F TSE 100 Index's aggregate income

Contribution to income from the top 20 income
paying companies in the FTSE 100 Index

Sourge Janus Henderson investors Faztset and Rofinit: DataStrean

Asset Allocation

The Company's abil ty to allocate a portion of its portfolio
to fixed interest securit es provdes a valuable source of
alternative income and different ates il from mast other
equity income investment companies. While maintaining
a diversified portfolio of equities is fundamentai to the
Company's investment strategy, the Company can also
make use of bonds to diversity further its -ncome streams
and potentiaty o reduce risk Bond interest paid by
companies is usually more sustainable than dividends dunng
times of econormic stress as bond helders rank higher as
creditors than shareholders on a firm's balance sheet.

The Company also has the means o diversify its income by

investing up to 20™: of its gross assels in overseas markets
* invesbing to a limited extent in listed investment trusts that
specialise in allernative income. such as renewables and
mfrastructure funds. and

mnvesting n medium sized companies 1hese can constitute
a larger proport on of the Company's total assels, given the
smaller size of the Company reiat ve 1o some of its much
larger peers

Annual Report 2019

Revenue Reserves

In contrast to open ended funds, investment trusis have

the va uable advantage ol being able tc retain surplus
income and create revenue reserves. They can add to these
reserves in the profitable years and pay out of tham in the
leaner years, thereby smoothing the level of their dividend
payments when appropriate. Although the Company's
rnvestment pracess aims to avoid companies that cannot
sustain therr dividends and its wel -diversified portfolio

may reduce the impact of dividend cuts con its income,

the Company, as an investment trust, can also use its
revenue reserves to help support its own dividend in
extreme circumstances, such as those we currently face.
The Company has been able to grow beoth its dividends and
its revenue reserves in the last few years. ILis now in the
reassuring posibon of having reserves that cover 85%, or
the equwalent of over 10 months' worth, of the annual
dwvidend as at 31 December 2019

Growing dividend as well as building reserves

Aewce Heegersos bbb Incorne Annval Repoits
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Total return performance to 31 December 2019
One year Five years

-

Premium/discount to 31 December 2019 Income yield as at 31 December 2019
Five years
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Atfribution? - explanation of movement in net asset value (total return} in 2019

1 The benchman 5 g composte ¢f 80 0 e FTSE AL Shace Index ('p1al rerurn) and 20% o ine ICF BofARAL Steihng o Gilts Indea ilata! telurng tebdanced aonually
o MNetassat vaue vath gebt 8t lar var e pet ordgny share 1010 el n fincluring deadern]s re avectad anvl eachd nyg Hansaehon costs)

3 Inziyars diadlends teins exted
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I The AIC Fguiy aod Bong Income sectio

6 Cash based on 2 monin L IBCR

7 Grosgredenrpuznovied

8 Goeometnt returng

A Grassany of Tems ani Aliernaive Perfonnance Moasores canbe lound o page 82 and pages 83 10 84 respogtnety

Sowrces Mormngst for the AL Janus hwonue son and Rebady DataSteam All data s edhir a5 ai 23 Denemng 2000 o o e yvedr- e et 31 Deemiher 2019
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NAV per share'

.+ 189.76p
201:159.46p

Mid-market price per share

+191.75p
12 159.50p

Revenue retum per share

.+ 10.D9p
2018 1 0.06p

Net assets

mL2d1.1m
2o1§£21 0.8m

Dividend for the year

2019 9 l80p
2016 9.60p

Dividend yield?

»9.1%
2018 6-00/0

Ongoing charge for the year

+0.80%
2018 0-80 OA)

1 Het assel valis watn Jeb) at fas vadue as pubihshes Dy the AIC

Gearing

201921 -50/0
291827.1 0/0

B P T T T o U SN E Y

2 Based om the dudends paigd o avndrriced lor the yaar and the share price at the year-end

A Glossary of Terms and Allainatné Per'ormance Measures ©an be 1ound on page 82 and pages 83 1o 84 respectvely

Sources Mormngsta: 160 e M3 Janas Henderson ana Reloati, DetaSueam Al gata)s ether as 81 31 Dacember 2019 o for Ihe year-ended 31 December 2019
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Strategic Report: Chairman’s Statement

Margaret Littlejohns
Chairman

Performance

As | write this now, in the midst of the rapid spread of
COVID-19 across the globe, | apprecate that these are
unsettling times, particularly for some of our more elderly
investors and, above all, | hope that each of you is keeping
well and managing through this ditficult period of seli-
isolation and sacial d stancing.

Following the dramatic falls 1~ financial markets, i response
10 this pandemic, we should try not 1o forget that 2019
finished on such a positive ncte lor investors. In facl, over

the year, the FTSE All-Share Index experienced 1ts best
performance since 2013. It was particuiarly pleasing that for
the year of its 30th ann versary, the Company performed

so wel, both on a relative and absolute basis, deliverng a
NAV tota' return of 25.6%. for 2019. This is a significant
outperformance of its benchmark. at over 8 09:. Over the year
the Company’s shares moved o a small premium to their NAV
{with detnt at fair value}, finishing the year at a 1.0% premium
{2018; 0.0%). This resulted in the Company's shares delivering
a total return, including dividends, of 27.0%; for the full year.

201¢ was a remarkabie year for investments in ganeral with
most asset clagses generating attractive returns n local
currency terms, bucoysd by the continuing easy monetary
policy of the major central banks. These external influences
should nol, however, detract from the ach evement of our
Fund Manager, David Smith, who improved upon our
benchmark's performance by a substantial margin. He will
explain the reasons for ths in more detall in his Fund
Manager's Report.

Evenis have since taken an unexpecied and very dramatic
change of direction as the COVID-19 pandem ¢ has spread
quickly beyond Asia and markets are currently digesting the
impact of this simultanecus supply and demand shock upon
global growth and the participants in our economies. In these
volatite conditions, 1t is importam to remember the long-term
benefits of income investing. The Henderson High Income
Story {please refer 10 pages 2 and 3} celebrales the sign ficant
mifestone of the Company's 30th birthday in 2019 and
powerlully demonstrates the superior returns thal can be
achieved over a long-term horizon. Over the past 30 years the
Company has nav-gated iis way through vanous financial
storms ranging from Black Wednesday \n 1892 ang the Global
Financial Crisis of 200708, through to the currenl Brexit
negotiations, and has managed throughout o pay regularly a
comparatively high leve) of d vidend. A £10,000 investment n
Henderson High Income Trust pic at its launch would have
generated a total income of £24,000 over thvs period

8

By compar sen the same £10,000 would only have earned
£12,000 interest in a bank account, based on the Bank of
England’s base rate. If investors had reinvested the
Gompany's dividends in the Company's shares, that £10,000
would be worth about £148,000, based on the Company's
NAV total return over the 30 years to the end of 2018. The
same £10 000 investad in the FTSE All-Share Index on a total
return basis over those 30 years would be worth £93,000,
tess than two-thirds of the Company's totaf return over the
same period. This certainly shows the advantages of the
compounding effects of dividend reinvestmant, bul also the
benefits of gearing and active porifolic management, as
practised by the Company.

Dividends

During 2018 the Cormnpany's revenues remained healthy and
grew by 5.3% with revenue return per ordinary share rising
from 10.08p in 2018 10 10.59p in 2019, At the inlerim stage
we were sulficiently confident in the cash generation of the
portfolic to increase the Company's third interim dividend for
the financial year-ended 31 December 2019 from 2.425p to
2.475p per ordinary share. We announced the fourth interim
dwidend al the same level, making a tolal of 8.80p per
ordinary share for 2019, representing growth of 2 1% on the
previous year. The dividend yield on the Company s share
prica as at year-end was 5.1%, comfortably higher thar the
FTSE All-Share Index vield of 4,13

We have now steadily increased our annual total dividend

for the {ast saven years and over this period the Company's
chvidends have grown by more than inflation, as measured by
the consumer price index {CPY). Our revenue reserves have
now excegded £10 million and represent nearly 10 months
worth of dividend cover, providing a reassuring cushion for
any difficult times ahead.

The Company's dividend growth has heen ahead of
infiation over 7 years

Sowce Hendersan Hgh Incomn Trust pic Annual Repset: and Bioomberg

I remains the Board's investment objective to increase the
Compary's dividend gradually, bu! it is subject to investment
conditions at the time and whether we determine such an
increase 1o be sustainable in the future. We are entering
unchartered territory following the recent infroduction of
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government measures, unorecedented in pgace times,
inc'uding building closures home-working, travel restrictions,
sell-isolation and soclal distancing Al these will have an
impacl on the revenue generation ol companies in our
portfolio. In such circumstances some of our investee
companies may lake the decision 10 preserve cash in
prelerence to maintaining the'r dividend. We will carefully
monitor the level and suslainability of income received by
the Company over the coming year and will assess this
together with the level of our own revenue reserves 10
determine the Company's own dividends,

Gearing'

Qur policy on gearing is provided in our investment Folicy
(please refer to page 22). Al the end of 20719 we had drawn
down approximately £38 million of our £45 million floating
rate revolving credit facility with Scotiabank, leaving some
£7 million available for future investment opportunities.
Investment of this floating rate facility, combined with the
long-term fixed rate senior unsecured nete of £20 milion,
helps to generate additional income and increase the
Company's total return to shareholders. Our leve! of gearing
had fallen from 27.1% at the end of 2018 to 21.5% at 2019
year-end, partly as an intentional strategy to reduce risk
and partly as a result of the increasing capital value of the
underlying asssels. Nearly 80% of the Company’s borrowings
have bean used 1o tund bonds within the portfolio. with

the average yield providing a profitable margin over the
Company's average cos! of borrowing. The level of gearing
allocated to equities {4.6% as at the end of 2019) was
therefore considerably lower than the reported headline
gearing figure

In ight of the recent market events, we have recently reduced
borrove.ngs further under this flexible facility and will continue
io review our level of gearing going forwarg.

Liquidity Considerations

The issue of portfclio liquidity has been extensivety covered
by the press during last year and | would like to address
this now in the context of this Company. The closed-ended
structure of iInvestment trusls, such as the Company's,
nalurally avo ds the need to sell portfolic holdings to meet
invester redemptions. Nonetheless, | would like 10 reassure
our investors that the Company's investment portfolio
comprises hsted securities which are readily realisable and
the Fund Manager i5 not permitted to invest in unguoted
secunties Thus, hgudity risk is not considered to be material
for the portioko

Responsible Investing

Responsible investing is a term that is growing in prominence
and relales to how environmental, social and corporate
governance (ESG) tactors impact a company's long-term
sustainabsiity. Analysis of the sustainability of a business’
profits has always been al the core of the Company's
investmant strategy, for which ESG considerations are
incorporaled. Please refer 1o the Fund Manager's Report for

1 Please reler | the Alernative Perlormance Maeaswes o0 pages 83 and 64

more deiail on how ESG considerations are integrated into the
invegiment process.

The Board believes that voting the Company's shareholdings
at general meetings is essential lo corporate stewardship and
is an effective means of expressing its views cn the policies
and practices ol 1snvestes companies. These voting
decsions refiect the prov.sions of Janus Henderson's
Responsible Investment Policy which is pubicly available at
www.janushenderson.com and records the high standards
of corporate behaviour that are expected. Ullimately, however
our Fund Manager makes the final decisicn on any
controversial votes, after any necessary consuitation with

the Board. Janus Henderson will act vely engage with those
companies that fall below such expectations t¢ encourage
improvement over time, but the fina sanction is the
divestment of those holdings that fail to make an acceptable
transition and adapt sulficiently. The Board mon 1ors the
process by reviewing on an annual basis a report on the
Company's voting patlern. Details of specific votes cast
against resolutions in the year under review can be found in
the Environmenia . Social and Governance Matters section
on page 32.

Growth

We canlinue {o believe that il is in the Dest interests of all our
sharehclders for the Company to diversify and increase its
capitai base as this should with ime incréase the liquidily of
{he Company's shares and spread the Company's fixed costs
over a'larger number of shares. As lhe Company's shares
iraded at a small discount for most of 2019 until the General
Election in December, we did nol exercise the authority 1o
allot shares at a premium to NAV, as granied by shareholiders
at the last AGM. This authority is due to expire at the
forthcoming AGM and we are therefore asking shareholders
to renew this authority so that the Company can expand
further if and when appropriate.

Continuation Vote

The Company's Articles of Association provide that
shareholders shoutd have the opportunity every fitth year 10
vote on whether they wish 1o continue the life of the Company
or 1o wind i up. Shareholders will, therelore, be asked to vote
on this at the forthcoming AGM, as an ordinary resolution,
which requires a maijority vole in lavour 1o pass.

The Board strongly recommends that you vote in favour so
ihe Company can centinue its objective of providing a regular
highi level of income while maintaining the prospect of capital
growth cver time. If the resolution fails to pass, the Board
would be required to wind up the Company. if you are in any
doubt as 1o what action you should lake, please consull your
financial advisar. The directors will be voting their own
holdings in favour and encourage all other shareholders to do
the same.

Succession Planning

The Board is now nearing the end of its I've-year succession
process to refresh itsell so that a younger Board (both in age
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and tenure) will be in place when | retire at the 2021 AGM.
As part of this process, Richard Cranfield was appointed ta
the Board on 1 March 2020. Richard is a partner of the law
firm Allen & Overy where he is global chairman of the
corporate practice and co-nead of its financial institutions
group. In 2019 he was appointed Chairman of IntegraFin
Holdings plc, a FTSE 250 Company that owns Transact, an
investment platform provider. More details of his experience
and expertise can be found in the Board of Direclors section
on page 35. Four new directors have now joined the Board
since 2016 and their appointments have been phased
annually to ensure that the required mix of skills, experience
and corporate knowladge is retained during this process of
refreshment. This succession plan complies with the new AIC
Cade of Corporate Governance issuad in February 2019 and
a formal policy on directors’ tenure, including the Chairman’s
tenure, has recently been estabilished by the Nominations &
Remuneration Commitlee, details of which can be found in
the Corporate Governance Report on page 37.

Qur plan includes five years of service by me as Chairman
(after my eight years as a non-executive director on the
Board), with my retirement scheduled for the conclusion of
the AGM in 2021, following the Cornpany’s continuation vole
this vear. We will begin our search for a further director in the
second half of this year and my successor as Chairman will
be determined by the Nominations & Remuneration
Commitiee ahead of my retirement and announced with the
release of our 2020 financial results. 1t is our intention o
maintain the number of board members at five but this will
temporanly increase 1o six during this succession period.
The Board beligves this plan continues to achieve a sensible
balance betweaen continuity and reirwvigoralion and is in the
best interests of the Company.

Anthony Newhouse who has served on the Board since July
2008, and more recently as Senior Independent Director, wilt
be retiring from the Board at the forthcoming AGM. Anthony's
legal expertise and commercial experience have been of
enormous benelit 1o the Company. On behalf of the Company
I would like 1o thank Anthony for his valuable contribution to
the Board's discussions and his wise counse! during his twelve
years of service. More personally | would also like {o thank him
for his unfailing support and advice to me during our many
years of working together on the Board. Zoe King will become
Senior Independent Director on Anthony's retirement,

AGM

We usually hold our AGM in early May however, in light of

the current situation the Board has decided this year o haold
the AGM on Tuesday 23 June 2020 at 12 noon. By this date
13 weeks will have passed since the beginning of the UK's
“lockdown™ and we hope that some of the restrictions will be
lifted by then. The AGM is currently scheduled to be held at
the offices of Janus Henderson at 201 Bishopsgate, London,
EC2M 3AE however it may be necessary to change the venue
and/or the date of the AGM, subject to the advice of the public
health authorities and the UK government closer to the time.
Any changes as to the venue and/or date and time of this
year's AGM will be made available on a dedicated section of
the Company's website at www.hendersonhighincome.com

and additionally an announcement will be released to the
Stock Exchange.

it is our current intention 1o live stream the formal business
and the usual presentation from the Fund Manager, David
Smith, which will be available to view by logging on to https://
www.janushenderson.com/en-gb/investor/investment-
trusts-live/ at 12 noon on Tuesday 23 June 2020.

In tight of the curremyt situation and respecting that
shareholders may not wish to travel {o the AGM, this year's
voling will be conducted on a poll rather than a show of hands
and we therefore encourage all shareholders to submit their
voles as early as possible by praxy. Proxy votes can be
lodged in advance either through postal voting or the CREST
system, For further instructions on proxy voting, please see
the proxy form and the notice of meeting sent out 1o
sharehelders with this Annual Report. Both these documents
are also available on the Company's website.

Prospects and Outlook

Fears over the widespread transmission of COVIC-19 and the
efiectiveness of government actions lo contain the virus have
weighed heavily on sentiment and market levels, while the
decision by Saudi Arabia and Russia fo instigate an ol price
war in the middle of the crisis sent a fresh defiationary shock
through the financial system. Although there will be a
significant shart-term impact on both global economic growth
and company profitability from the disruplion caused,
governments and central banks are beginning to initiate a
coordinated response, both in terms of further monetary

and fiscal stimulus, to provide suppori. Caution is certainly
warranted in these uncertain times, not least because of the
unknown severity angd duration of the impact of the virus over
the medium-term but also because of the additional
challenges of implementing the UK's withdrawal from the
Europaan Union and nagotiating related trade agreements
during such a period. in addition, markels may be further
unsetiled in the run up to the US elections in November.
However, with interest rates and bond yields at extremely
low fevels, income generated from other sources will remain
a tocus tor investors and is likely to be sought irom equities
which have the potential to pay dividends in all but extreme
economic conditions.

We are confident that the well-diversified portiolio carefully
construcied by Bavid Smith is in a good position to continue
lo generate a relatively high income stream over the long run.
This will continue to be highly valued by cur sharehgclders,
many of whom have been long-terrm holders. We would like
to take this opportunity following our thirtieth anniversary to
express our appreciation of our shareholiGers’ loyalty and
supporl over many years. We hope that you keep well and
that cur relationship will strengthen ang continue ftor many
more years to come,

Margaret Littlejohns
Chairman
18 April 2020
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David Smith
Fund Manager

Review of Year

G ven the outbreak of COVID-19 across the world and the recent
market turmoil, it is difficult to remember that 2019 turned out

to be a strong year or equity markets, with the FTSE Al-Share
Index up 19.2% on 2 total return basis. The US Federal
Reserve's decision o reverse its recent interest rate hiking cycle
and start cutting rates was taken positively by investors and
helped to ofisel slowing global growth. Markets were turther
supported later in the year by an initial agreement between the
US and China on trade relations, a stabilisation in global
manufacturing data and the Conservatives winning a significant
majority in the UK's General Election. The Company’s NAV rose
25 B%», outperiorming the benchmark's rise of 17.2%. Good
stock selection within the equity and bond port{olos were
positive for performance, while gearing further enhanced returng
given the strong market backdrop.

Strong rebound in equity markets in 2019

Source Refintiv DataStiearn
Total return as at 31 December 2019
Indices rebased 1o 100 at 31 December 2017

UK economic growlh slowed to 1.1% in 2019 as Brexit
uncertainty and political paralysis weighed on corporate
confidence. Despile this, the more domestically focused FTSE
250 Index {(+28.9%) significantly outperiormed the FTSE 100
Index (+17.3%) which contains a larger proportion of multinational
companies. While the UK General Election result in December
provided some poitical clarity and a boost to domestic cyclical

12

companies late in the year, they slarted 10 outperform from
mid-summer, after Boris Johnspn became Prime Minister,
in the hope that the Brexit stalematle would be resolved.

The equity portfo'o rose by 22.6% during the year,
outperforming the FTSE All-Share Index return. The portfolio’s
holdings in domestic cyclicals, such as housebuilders Galliford
Try and Bellway and brick manufacturer [bsiock, benefiled
performance. The removal of paolitical uncertainty in the UK
supported share prices, while Galliford Try was further buoyed
by a bid for its Housebuilding and Partnerships divisions from
competilor Bovis. The portfolio’s positions in utilities, such as
Severn Trent and National Grid, also benefited performance.
Utlities in recent years had been weighed down by the prospect
of renationahisation under a left-wing Labour led government,
hence, the General Election result eliminated this risk thereby
supporting the share prices.

Merger & Acquisition activity picked up during the year as
nternational investors used weak steriing and low relative
valuations as an opportunity 10 buy UK corporates. Within

the portfol o the holdings in Greene King, KCOM and Manx
Telecom were ali subject to takeovers from foreign invesiors,
which was positive for performance. Eisewhere the portfolio's
positions in Phoenix and Inlermadiate Capital also aided returns
Life insurer Phoenix benefited from inveslors gaining comfort
over the long-term sustainability of the dividend post the
acquisition of Standard Life Assurance. intermediate Capital
meanwhile, dehvered strong profit growth in the period, driven
by good performance and robust net inflows in its fund
management division.

The main detractors from returns were the portiolio’s heldings
in Ted Baker and Imperial Brands. Ted Baker has been
particuiarly disappointing given the very tough retail enwironment
and unprecedented levels of discounting severely impacting
profitability. The holding was sold in October following the
disappointing interim results with the company subsequently
warning on profits again, suspending the dividend and the CEO
and Chairman resigning. Imperial Brands warned that profits
would be below expectations due to weakness in its vaping
products. Despite the disappointing performance, we believe the
current valuation does not fairly reflect the strong cash flow the
company generates hence the holding has been maintained.

The fixed meome portiolio also had a sirong year, returning
13.4% on a tolal return basis, outperforming the 9.5% rise in the
JCE BolAML Sterling Non-Gilts Index, The portiolic benefited
from both government bond yields falling, with the UK 1C-year
gilt yield contracting to 0.82% as at the end of December, and
credit spreads tighlening (both positive for bond prices). It was
particutarly pleasing that the exposure to US investment agrade
credil. increased just cver twelve months ago, performed well.
Elsewhere holdings in Tesco and HCA (private healthcare service
provider) aided perforrnance after both had their credit ratings
upgraded from high yield to investment grade in the period,
which was taken positively by bond investors '

The revenue relurn over the year was strong at 10.59p per
share (2018: 10.06p per share), with the majority of this growth
driven by special dividends. Qver the year the Company earned



Henderson High Income Trust plc

Annugl Report 2019

Strategic Report: Fund Manager’s Report coninueq

£710.000 in special dividends, signifcantly up from ihe
previous year, with Rio Tinte. Cocz-Coa HBC and
International Caonsolidated A'vlines {the holding company of
British Arrways) all paying suppternental payments ‘o
shareheoiders. Underlying dividend growth frem the portiolio
was more modest as the dividend cul from Vodafone ofiset
goocd growth elsewhere from the likes of Imtermediate Capital,
Hillon Food and Tesco. The Company raised its own full year
dividend for the seventh year in succession to 9.80p per
ordinary share, an increase of 2.1%, and had over €1 milkon in
retained revenues in the year to 31 December 2019, thus
further strengtheming the Company's revenue reserves 1o over
£10 rmitlion The outlook for divigdends frem the UK equity
market this year is, however, very uncertain, as measures to
slow the spread of COVID-13 cause the economy 10 contract
in the short-term. We have already seen a number of inveslee
companes suspand dividend payments in the first quarter of
2020, however, the Company's diversified equity portfolio,

the income generated from its bond holdings and the level

ol its revenue reserves =hould all help mitigate th s :mpact.

Domestic cyclicals and utilities performed well in
the second half of 2019 especially after the UK's
General Election result

Prica Retwrn as at 3% December 2019 Indices repased 1. 10 at 37 .una2 1%
Source Bloomberg

Portfolio Activity

At the start of the year, the allocation o the bond porticlio
was increased further, specifically adding to US investment
grade corporate bonds, such as cable company Charter
Communication and the US dollar dencminated bonds issued
by Heineken. We alsp initiated a position in media company
Entertainment One and added to our holding in Virgin Media,
mainiaining the portlolio’s focus on non-cyclical businesses
that provide a reliable, consistent income stream. Elsewhere
we sald our holdings in Lockheed Martin and Iron Mountain,
as both bonds had performed well and, thereforg, did not
ofter a compelling enough yield going lorwards. The allccation

to the bond portiolic finished the year at 15.0% and 18.2%
of the gross and net assets respeclively.

Within the equity portfolio we iniliated new positicns in 3,
Reckitt Benckiser and French pharmaceutical company,
Sanofi. 3is a mid-market private equity company with a
growing infrastructure busingss. The cutrent management
team have a strong track record of delivering good returns on
mvestment, even in more anaemic economic conditions, given
their disciplined approach. Reckitt Benckiser owns strong
globa! brands, such as Nurofen, Strepsils and Gaviscon,

witn high marke! shares in growing categories focused on
consumer healthcare. The valuation is attractive for a good
aual'ty company with the new CEQ's turnaround plan likely

to drive profit growth into the longer lerm. Sanofi is a well-
diversified pharmaceutical business that also owns high
quality consumer health care and vaccine assets The new
management team are focused on increasing research and
development produclivity and improving operational
efficiencies to drive margins higher, while the valuation
remains attractive with the shargs trading at a significant
discount to the glcbal peer group.

Towards the end of the year, the Company increased the
exposure to short cycle industrials. given the belief at the time
that the manufacturing slowdown experienced cver the fast
18 months was stabilising and industrial production could
slart to recover with help from any truce in the US-China
frade war. In this regard, the Company initiated positions in
Bodycote and Vesuvius. Bodycole is the largest independent
operator that provides heat treatment to industrial metals and
alloys fo improve material properties such as durability and
ductility. The company is well diversified in terms of end
customer exposure and has been growing its specialist
technologies division which commands high barriers 1o entry
and strong margins, Vesuvius is a good, albeit cyclical,
business with global market leadership, strong cash flow and
a robust balance sheet. The company manufactures systems
which regulate and protect the flow of molten sleel and also
produces consumables products for the loundry casting
process. Both companies’ valuations had fallen due to the
globa! ndustrial slowdown (0 very attractive levels. and
aithough global manufacturing has undoubtediy been
impacted by the spread of COVID-19, these companias
should participate fully in any recovery in due course.

During the year we soid out of holdings m ITV, BAE Systems
and Barclays. Although ITV has diversified s business
towards content produclion in recent years, the majority

of revenues are still derived from advertising which is more
volalile, while growth of video straaming services, such as
Netflix and Amazon Prime, could intensify the structural
pressure on traditional broadcasting. BAE Systems had
performed well over the longer term and the valuation had
reached a less atlraclive level given Lhe lack of visibility

over margins and cash flow. Barclays' returns continue 1o
disappoint and the current strategy to grow certain areas

of the investment bank has high exgculion risk, wilt consume
cap fal and constrain cash fiow. Although the retail bank is
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currently trading well, loan impairments are at historical low
levels at a time of subdued UK economic growth whiie
competition in the morigage market is putting pressure on
margins. Following the takeovers of Greene King, KCOM
and Manx Telecom we exited each holding during the year.

Responsible Investment Strategy

Responsibie investing is the consideration of environmental,
social and corporate governance (ESG) factors when
avaluating a company's business model and prospects.
Business sustainability has atways been at the caore of the
investment strategy for the Company, which includas
assessing ESG issues and how these could impact a
company over the longer term.

Our appreach to responsible investing s to integrate the
analysis of ESG factors into the stock selection and
monitaring process. While no company is specifically
exciuded from investment on ESG grounds, we seak to
understand how a company is managing ESG risks through
ils policies and processas and how if is investing and svolving
to rermain sustainable over the longer term. As with managing
a husiness’s operational and financial risks, those companias
with good processes for managing ESG risk factors generally
outperform. We prefer to actively engage with companies
and their managemant teams and if we believe material ESG
policies and processes are not sufficient or improving, or that
change is not being embraced, a position will be sold, or nc
investment will be made,

Al Janus Henderson we use a variety of sources to help
identify and monitor material ESG risks, including fund
manager research and input from the independent

Janus Henderson Governance and Responsible Investment
Team and third-party data providers, such as Sustainalytics,
RepRisk, Climetrics and 1S5.

Outlook

After a strong year for equity markets in 20189, this yaar has
staried extremely poarly. The spread of COVID-18 across
Asia and inlo Eurcpe and the US has unnerved investors,
compounded by the decision by Saudi Arabia and Bussia
o abandon previous moves to support the ¢il price. The
short-term impact on economic growth from government
actions to contain the virus will be significant and most
companies will no doubt experience disruption, either through
a lack of demand for their products and services or via their
supply chains. Volatility is likely to remain elevated not ieast
due to the virus cutbreak, but also impacted by negotiations
between the UK ang EU about tulure trading relationships.
the US presidential elections and any sustained oil price war
implemented by Saudi Arabia.

Fund Manager’s Report coninued)

With this uncertain outiook in the firsl quarter of the year

we have reduced borrowings and lowered the Company's
exposure to cyclical companies in favour ¢f detensive
businesses that have more dependable cash flows.
Companies within the portiolio rmay prioritise conserving
cash over paying dividends in the short-term but the
Company's well-diversified portfolio and a focus on good
quality investments should help reduce the impact of dividend
cuts on the Company's income. The level of revenue reserves
that the Company has built up over the last decade also
provides reassurance.

Although the outlocok is particularly uncertain, there is some
early evidence from China that factories in most parts of the
country are now returning to praduction, suggesling that the
spread of COVID-18 can be managed. Also, governments and
ceniral banks gicbally have announced significant stimulus
packages to help support economies while valuations have
now fallen to very attractive levels. Althoughi it is still a time to
remain cautious, the recent marke! sell-off has crealed good
opportunities for long-term investors, while the reduction in
UK interest rates to just above zero should provide support
for equities which generate reasonable dividend yields.

These are unprecedented times, but we have confidence in
aur disciplined investment grocess, which has produced good
performance over the longer term.

UK market valuation now below the long
time average

Source Bloomberg
As al 13 March 2020 PE = Price Earnicgs fato

David Smith
Fund Manager
16 April 2020
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Investments: Fixed Interest

Investments. Equities

(including convertibles and investment funds)

Totak Total
31 December 31 Becember
2019 2019
PREFERENCE SHARES £'000 OIL & GAS £'000
General Accident 8.875% 1,192 Oil & Gas Producers
Middlefield Canadian Income 7% 750 BP 7,929
Naticnal Westminster Bank 8% 393 Royal Dutch Shel 9,882
Nationwide Building Society 10.625% 2,167 Total Oil & Gas 17,811
Total Preference Shares 4,502
BASIC MATERIALS
OTHER FIXED INTEREST Chemicals
Amazon.com 3.15% 2027 (USA) 480 Johnson Matthey 5172
American Tower Corp 3.6% 2028 (USA) 2221 Victrex 2,724
Anheuser-Busch 4.75% 2029 (USA) 963 Mining
Aramark Services 5% 2028 (USA) 2227 Rio Tinio 6,437
Arqiva Broadcast Finance 6.75% 2023 1,808 Total Basic Materials 14,333
Aviva 6.125% Variable Perpetual 1,099
AXA 5.453% Variable Perpetual (France) 966 INDUSTRIALS
Barclays Bank 6.278% Perpetua! 855 Aerospace & Defence
BUPA Finance 5% 2026 403 Senior 1,856
Charter Communication 4.808% 2025 (USA) 2,181 Construction & Materials
Cintas Corp No. 2 3.79% 2027 {USA) 1,392 Balfour Beatty' 683
Comgast Corp 4.15% 2028 (USA) 1,828 {bstock 2,653
Consteflation Brands 4.75% 2024 (USA) 749 General Industrials
CPUK Finance 4.875% 2025 2,061 DS Smith 2.835
Crown Castle 3.2% 2024 (USA) 2,382 Smiths Group 2,940
Elanco Animal Health 4.272% 2023 (USA) 1,332 Vesuvius 2575
Entertainment One 4.625% 2,424 | " Industria) Engineering
HEBOS 7.881% Perpetual 600 Bodycote 2,546
HCA 5% 2024 (USA) 2,401 Support Services
Heinaken 3.5% 2028 (USA) 1,600 Bunzl 3,972
McDonald's 3.8% 2028 (USA} 495 Essentra 2,452
Prudential 6.125% 2031 E71 Total Industrials 22,612
RBS Capital Trust 6.425% Perpetual 358
Service Corp intl 4.625% 2027 (USAj 1,318 CONSUMER GOODS
Sysco Corp 3.25% 2027 (USA) 2,215 Automobiles & Parts
Tesco 5.2% 2057 791 Tl Fluid Systems 2,496
Tesco 5.6% 2033 1,368 Beverages
Verizon Communications 3.376% 2025 {USA) 292 Britvic 3,882
Verizon Communications 4.016% 2029 (USA) 2,027 Coca-Cola HBC 3,388
Virgin Media 5% 2027 529 Diageo 10,615
Virgin Media 8.25% 2029 1,242 Food Producers
Total Other Fixed Interest 41,259 Cranswick 3.350
Hitton Food 5,005
TOTAL FIXED INTEREST 45,761 Household Goods & Home Construction
Bellway 3.245
Gallitord Try 3,249
Reckitt Benckiser 1,153
Personal Goods
Unilever 5,449
Tabacco
Brilish American Tobacco 8,015
imperial Brands 5,525
Total Consumer Goods 55,378

1 Indudes convertibles
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Investments: Equities

(including convertibles and investment funds)

Total
31 December

Total
31 December

2019 2019

HEALTH CARE £000 FINANCIALS £'000
Pharmaceuticals & Biotechnology Banks
AstraZeneca 6,961 HSBC 6,138
GlaxoSmithKline 11,983 Lloyds Banking 5617
Roche (Switzerlard) 3,040 Equity Investment Instruments
Sanofi (France) 3,063 Biackstonge/GS0O Loan Funding lJersey) 2.287
Total Health Care 25,057 Greencoat UK Wind 2.283

Tufton Oceanic Assets 1.84€
CONSUMER SERVICES Financial Services
Food & Drug Retaliers 3i 3,948
Tesco 5,235 Intermediate Capital 3,392
General Retailers Jupiter Fund Management 2514
Nexl 3.349 Schroders 3314
Media Standard Life Aberdeen 2,793
tnforma 4.388 Life Insurance
RELX {Netherlands) 6.417 Chesnara 2,459
Travel & Leisure M&G 2186
Compass 3.643 Phoenix 4779
Go-Ahead 2876 St.James's Place 3,622
International Consolidated Airlines 2,288 Nonlife Insurance
Nationat Express 3.399 Sabre Insurance 2.864
Whitbread 3.497 Real Estate Investment Trusts
Total Consumer Services 35,202 Big Yellow 3,614

Hammerson 2,449
TELECOMMUNICATIONS Land Securities 2,370
Fixed Line Telecommunications PRS REIT 1,354
BT 4,145 Total Financials 59,849
Mobile Telecommunications
Vodafone 5,079 TECHNOLOGY
Total Telecommunications 9,224 Software & Computer Services

Sage 3,436
UTILITIES Total Technology 3,436
Electricity
SSE 3,054 TOTAL EQUITIES 259,303
Gas, Water and Multiutilities
National Grid 6,930 TOTAL 305,064
Severn Trent 3,369
United Utilities 2,958
Total Utilities 16,311
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Percentage Breakdown of Investments by Sector

Total Tatat
31 December 31 December
2019 2018
FIXED INTEREST % %
Prelerence shares 1.5 1.4
Olher fixed interest 13.5 12.6
Tota) Fixed Interest 15.0 14.0
EQUITIES
Qil & Gas
Qil & gas producers 5.8 7.0
Total Qil & Gas £.8 7.0
Basic Materials
Chemicals 2.6 2.7
Mining 21 2.C
Total Basic Materials 4.7 4.7
Industrials
Aerospace & defence 0.6 1.3
Construction & materials 1.1 1.1
General industrials 2.8 2.1
Industrial engineering 0.8 -
Support services 2.1 2.2
Total industriais 7.4 6.7
Consumer Goods
Automobiles & parts 0.8 Q€
Beverages 5.8 6.4
Food producers 27 azr
Household goods & home
construction 286 1.1
Personal goods 1.8 1.4
Tobacco 4.4 4.8
Total Consumer Goods 18.2 18.0
Health Care
Pharmaceuticals &
biotachnology 8.2 7.5
Total Health Care 8.2 7.5
Consumer Services
Food & drug retailers 1.7 1.6
General retailers 1.3 07
Media 3.5 4.5
Travel & leisure 5.3 42
Total Gonsumer Services 116 11.0

Annuat Report 2018

Total Total
31 Decembar 31 December
2019 2016
%% %
Telecommunications
Fixed line telecommunications 1.4 2.9
Mobile telecommunications 1.6 2.0
Total Telecommunications 3.0 4.9
Utilities
Electricity 1.0 o}
Gas, water & multiutilities 4.4 40
Total Utilities 5.4 4.8
Finangcials
Banks 39 53
Equity investment Instruments 2.0 2.6
Financial services 52 3.9
Life insurance 4.3 3.6
Nontife insurance 1.0 1.7
Real Estate Investment Trusts 3.2 30
Total Financials 19.6 201
Technology
Software & compuler services | 13
Total Technology 1.1 1.3
TOTAL INVESTMENTS 100.0 100.0

Distribution of the UK equity portfolio holdings

at 31 December

Large Comparnies = Market Cap of 20500

tAsdium-sized Comparwes = Market Cap ol <C5bn and »>C500m
Smak Companies = Marketl Can of <500m

Sowte Janus Hendesson
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Sector Exposure at 31 December
Excluding cash

2019 2019 2038 2018
Sectar £'000 % of portfolio CO00 % of portiolo
Sreference shares 4,502 1.5 3.841 1.4
Other fixed interest 41,259 135 33,762 12.6
Total Fixed Interest 45,761 15.0 37,603 14.0
Financials 50,849 1986 53,954 201
Consumer Goods 55,378 18.2 48,166 180
Consumer Services 35,292 11.6 29,483 11.0
Health Care 25,057 B.2 20,084 7.5
Industrials 22,612 7.4 17.788 B.7
Oil & Gas 17.81 58 18,884 7.0
Utlities 16,311 5.4 12,963 48
Basic Matenals 14,333 4.7 12.469 4.7
Telecommunications 9,224 3.0 12.987 4.9
Technology 3,438 1.1 3.575 1.3
Total Equities 259,303 85.0 230,363 86.0
Total 305,064 100.9 267,966 100.0

Equity Portfolio Sector Weightings at 31 December 2019

Ten Largest Investments at 31 December

2018 209 2018 208

Posilion Cornpany Seclor £'000 % of poritolio £o00 % of porttoho
1 GlaxoSmithKline Heaith Care 11,883 3.9 9,149 34
2 Diageo Consumer Goods 10,615 35 10,687 4.0
3 Royal Dutch Shell Oit & Gas 9.882 32 10,545 3.9
4 British American Tobacco  Consumer Goods 8,015 286 6,201 23
5 Bf Oil & Gas 7,926 2.6 8,339 3.1
& Tesco! Consumer Services 7,395 2.4 6.213 2.3
7 AstraZeneca Healih Care 6.961 23 8,110 3.0
8 Mational Grid Utilities 6,930 2.3 4,937 1.8
Rio Tinto Basic Materials 6,437 21 5,363 20

10 RELX (Netherlands) Consumer Services 6,417 2.1 6,086 2.3
Total 82,574 27.0 75,630 28.1

1 Includes fxed nterest
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Total Return Performance to 31 December

1 year < years & years 10 years

- % %

NAY 25.6 225 41.7 188.2
Share Price 27.0 22.5 39.7 198.1
Benchmark Index? 17.2 2072 40.2 1118
ICE BolAML Sterling Non-Gilts tndex 9.5 12.4 252 B6.6
FTSE All-Share Index 19.2 220 43.8 118.3

Tota! Return Performance over 10 years to 31 December 2019

Financial information as at 31 December

NAVY pet Mid-marke prce per Dindends

Net assets ardinary share ordinary sha'e par ordinaty share

r 0 |2 3]

2010 112.7 1247 124.8 623"
20M 108.9 119.3 118.5 8.30
2012 1324 1353 1383 6.30
2013 175.3 167.7 172.8 8.40
2014 182.0 171.4 177.9 8.60
2018 1971 175.3 180.5 8.90¢
2016 2077 181.3 183.6 9.15
2007 257 2 1957 180.0 @40
2018 210.6 159.5 159.5 8.60
2019 2511 189.8 191.8 9.80

T Het asse vitue with debt at tar vatue total return including dividends remvested and excluding transaction costs)

2 Acomposie of 80% of the FISE All Share [ndex 1012 return) and 20% of the 1CT BOIAML Steshng Non-Gilts Ingex (total teturn rebslanced annualy Frior to
3% December 2010 the benchmark was 75% of Ihe FTSE A Shate Index and 25% 0f the FTA Government All Stocks Indax

3 Based on nel assels with debt at fal vakus a5 pubhsted by 1he AIC

4 Only thige ntenrn daaiends were pand i iespect of the yaa 10 31 Decenber 2010 as e touth inlenm dindent was reciastibied as the lstinigrm dindens ior ihe
yeal 10 31 Dacermbes 2011 and paa in April 2011 However. the shargholders effectvely recewsd the sama otal drvidend of 8 30p per ordinary share durng 2010
as in 1he prenicus year

Souice: Janus Henderson, Moringstas lor the AIG, Benity DataSirsam. Bloomberg and Momningsiar Drrect
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Corporate Strategy

The Company's purpose is 1o deliver consistently 10
shareholders a high levet of income on a regular basis while
seeking capital growth over the longer term. To do so, the
Company aperates as an investiment company with a Board
of Directors (Board} who detegate investmenyt and operationai
mallers to specialist third-party serv'ce providers, Thelr
performance is monigred and challenged by the Board whe
retain oversight of the Company’s pperai ons.

The framework of delegation provides a cost-effective
mechanism for achigving the Company's objectives

under section 1158/2 of the Corporation Tax Act 2010
{5.1158/9). The closed-ended nature of the Company enables
the Fund Manager o take a longer term view on invesimenis
It also supports a fully invested portiolio as the Company
does not have to mainiain or create sufficient cash balances
lo salisfy investor redemptions. Investment trusts have two
other significan! advantages over cther investment fund
structures: firstly, the ability to borrow to increase potential
returns for shareholders and secondly, the ab ity to pay
dividends out of revenue reserves 10 support the prov.sion
of incorma, as necessary. to sharehaoldars

The Beard is comprised entirgly of non-executive directors
accouniable to shareholders, who have the ability to remove
a director from office where they deem it {o be in the inleresis
of the Company.

Status

The Company is an investiment company as defined in section
833 of the Companies Act 2006 (Act) and operates as an
investment trust in accordance with s.1158°G. The directors
are of the opinion that the Company has conducted is atfairs
in comphance with 5.1158/9 since approval was granted and
intends ¢ continue 1o do s0.

The Company is listed on the Main Market of the London Stock
Exchange and is subject to the Listing Rules, Prospectus Rules
and Disclosure Guidance and Transparency Rules publshed
by the Financiat Conduct Authority (FCA) The Company is a
member of the Association of Investment Companies (AIC)

The Company is governed by its Articles of Association,
amendments {o which must be approved by shareho ders

by way of a special resolution

1 Pwpastele 10 1he Alernative Pertormancs Measuras oh pages B3 10 84

n
N

Investment Objective

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

Investment Policy

In normal circumstances the Company will invest up to 80%
ol its gross assets in equities and up to 20% of its gross
assets in fixed income {in companies of any size that are either
tisted in, registered in, or whose principal business is in the
UK. Within these timits a maximum ot 20% of gross assets
may be invesied outside of the UK.

No single investment will exceed 15% of total gross assels at
the time of investrnent and no more than 15% of gross assets
may be invested in other listed investment companies
Ineluding investment trusts) or coltective investment schemes

The Company may from time-to-time use financial instruments
known as derivatives for the purpose of efficient portiolio
management or 10 generate additional income while maintaining
atevel of risk consistenit wth the risk profile of the Company.

Investment Selection

The selection process seeks to identify companies with strong
balance sheets that are capable of paying divdends There is
a focus on well-rnanaged companies whose qualities may
have been temporanly overlooked and which offer polential
tor capital appreciation over the medium term.

Gearing’

The Company has an active policy of using appropriate
levels of geanng, bath in the form of bank and longer term
borrowings, with the olyective ol enhanc.ng income retumns
and also achieving capital growth over time. A portion of
gearing is usually employed with respect 10 the Company's
fixed inlergst securities 1o generate additional income

The Company cen borrow up 1o 40% of gross asssls.
The drawdown of fioating rate borrowings can be in nen
sterling currencies, provided that these borrowings do not
exceed the market value of non-sterling assets.

The Company has a short term mulli-currency loan faci ity
with S5cot abank dor £45 million. It also has 2 19-year £20
mudion fixed rate sen or unsecured note with a ster ng coupon
of 3.67* whieh will maturg in 2034,

Please reler to Borrowings on page 31 for further detads
aboul thase facinies.
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Liquidity and Discount Management

The Board's aim is for the Company's share price 10 reflect
closely its underlying NAV, and tor the market in (s shares 10
be liquid. The ability of the Company to influence

this meaninglully over the longer term is, of course. imited
since it is dependent on the market supply of, and demand for
the shares. However, the Board considers the issuance and
buy-back of the Company's shares where prudent, subject
always to the overall impact on the porttolio, the pricing of
other comparable investment companies and overall market
conditions. The Board believes thal flexibility is important

and that it is not in shareholders' interests tc set specific levels
of premium and discount for #s issuance anc buy-back policy.

Promoting the Company’s Success

The Company's purpose is to meet its Invesiment Objective
and Investment Policy (please refer to page 22).

The direclors use their skills, experience and knowledge
{please refer 1o the Beard of Directors on pages 35 10 36)

tc select and engage reputable organisaticns to carry out
operations on behalf of the Company. The Board is
responsible for effectively monitoring the services provided
by the Company's third-party suppliers on an ongoing basis.
The principal outsourced arrangement is the investment
managemenlt service which is provided by Janus Henderson
{Manager), in particular the Fund Manager, who is responsibie
for the management of the porticlio.

The Board has a strong relationship with the Manager.

in particular the Fund Manager and the Company Secrelary.
The cullure of the Board is one that promotes integrity and
openness which is reciprocated by the Manager. As the
Manager holds the overall day-to-day relationship with the
Company's other third-party suppliers the Board place
reliance on the Manager in this regard. The Board is confident
that Janus Henderscn has developed and maintains good
working relationships with all of the Company’s third-party
suppliers. The Beard receives appropriate information from
the Manager in arder to assess the third-party suppliers’
performance. value for service, approach to ESG issues and
their internal controls and risk managemen! frameworks,
including information security and business continuity.

The Boatd also meexs with representatives of the Depositary
and Custodian and meets with other service providers as ana
when il is deemed necessary.

The directors carry oul their dulies under section 172 of the
Act to act in good faith 10 promote the success of the
Company for the benefit of its members as a whole, and in

doing sc have regard {amongst other matters) to the likely
consequences of any decisions in the long-term, the need Lo
foster the Company's business relationships with supphers,
customers and others, the impact of the Company's
operations on the community and the envircnment and the
desirability of the Company maintaining a reputation for high
standards of business conduct.

The directors are responsive o the views of shareholders

and the Company's wider stakeholders. This has been
demgnsirated in the year under review by responding promptly
to shareholder correspondence, by encouraging shareholders
to attend the AGM and the Guernsey Sharsholder Event and by
engaging Marten & Co to provide sponsored research services
to a greater number of shareholders and potentia! investors.

In the year under review the Board crealed a slakeholder map
and idenlified the Company’s material stakeholders, namely
ils shargholders, Janus Henderson (in particular the Fund
Manager) and the Depositary. This assisted the Board in
determining the best means cof engaging with the Company's
key stakeholders to help inform is decision making. Please
refer to the Communicating wilh Shareholders on pages 32 1o
33, Continued Appointment of the Manager on page 38 and
Role ¢f the Board on page 37 for more details,

The Board is also responsible for seltting the dividend policy
which is to pay four quarterly interim dividends per year, as
the direciors recognise the importance of incoms 10 its
sharehclders (please refer to the Henderson High Income
Stery on pages 2 and 3). This dividend policy is put to
shareholders for approval at each AGM. The Chairman and
the rest of the Board would be delighted o engags with
shareholders directly. Anyone wishing tc get in touch should
address correspondence to the registered office, 201
Bishopsgate, London EC2M 3AE c/c the Company Secretary.

For more information about how the Beard monitors and
manages risk please refer to Managing Risks on page 27
and Nole 15 on pages 74 to 78

The Board invites readers of this report to refer te the
Corporate Governance Report {pages 37 io 43}, Repoart of the
Audit and Risk Committee (pages 44 to 48}, the Direclors’
Remuneration Report {pages 49 to 51) and the Report of
the Direclors (page 52) in addition to the Strategic Report
to understand more fully the spectrum of responsibilities
with which the Board and its Committees are chargec.

The Schedule of Matiers Reserved for the Board as well as
the Terms of Relerence for each of the Commitliees of the
Board can be found on the Company's website
www.hendersonhighincome.com.
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Engagement with Key Stakeholders

The Company's key stakeholders are listed below with examples of the way the Board and the Company has inferacted with
them in the year under review,

Stakeholders

Engagement

Outcome and how this was achiaved

Shareholders

The Board communicates with shareholders
through the annual and halt year reports, fact
sheets, press releases and the website. The
Board meets with shareholders at the AGM and
shareholders are invited 10 attend onling if they
cannot atlend in parscn. There is also a Fund
Manager prasentation and Q&A session before
the formal business of the AGM begins.

We usually hold our AGM in early May however,
in light of the current situation the Board has
decided this year 1o hold the AGM on Tuesday
23 June 2020 at 12 noon. By this date the UK
will have been in lockdown for over 12 weeks
and we therefore hope that some of the
restrictions will be lifted by then. The AGM is
currenlly scheduled {o be held at the offices of
Janus Henderson at 201 Bishepsgate, London,
EC2M 3AE howsver it may be necessary to
change the venue and/or the date of the AGM,
subject 1o the advice of the public healih
authorilies and the UK government closer 10 the
lime, Any changes as 1o the venue and/or dale
and time of this year's AGM will be made
available on a dedicated section of the
Company’'s website and an announcement will
be released 1o the Stock Exchange.

It is our current intention to live stream the
formal business and the usual presentation from
the Fund Managar, David Smith, which will be
available to view by logging on 1o htips:/fwww.
janushenderson.com/en-gb/investor/
investment-trusts-live/ at 12 nocn on Tuesday
23 June 2020

In light of the siluation and respecting that
shareholders may not wish to travel to the AGM,
this year's voting will be conducted on a poll
rather than a show of hands and we therelore
encourage all shareholders to submit their votes
as early ag possible by proxy.

Shareholders address questions to the Board at the
AGM and afterwards over refreshments. In addition
shareholder correspondence is received at the registered
office each year. This is immediatety shared with the
Chairman and responses are provided in a timely manner.
All shareholder correspondence is circulated to the Beard
at the next meeting.

The Company's website provides regular content and
information 1o enable shareholders and potential investors
to keep up to date with performance. It alsa offers videos
recorded of the Fund Manager to enhance shareholders’
understanding of the Company and the portiolio.
Shareholders can therelore make well informed decisions
about their investments.
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S1akeholders

Engagement

Outcome and how this was acheved

Manager

In agdmon 16 receiving rgports at each meeting
the Board meeis wilh key representatives of the
Manager throughout the year to develop strategy
e.g sales and marketing activities, to promote
the success of the Company and raise its profile.

The Beard receives tmely and accurate
information from the Manager at meetings and
engages with the Fund Manager and Company
Secrelary belween meetings.

The regular and ongoing communication with the Manager,
both at meetings and between them (predominanily
through the Fund Manager and Company Secrelary)
harnesses a trusting and open relationship

The Company is well managed and the Board places great
value on the expertise and experience of the Fund Manager
to execute the investment objective and deliver returns for
shareholders.

Throughout the course of the COVID-19 pandemic the Board
has been in regular contact with the Manager receiving
updatas in the form of phone calls and emails on matlers
such as portfolio aclivity, gearing covenant levels and
foreign currency exposure.

Service
Providers

As an investment company alt services are
outsourced to third-party service providers. The
Board considers the Company's key service
providers to be the Manager, Depositary, Registrar,
Lenders, Auditor and more recently Marien & Co
who were appointed in the year under review to
provide sponsored research services.

The Board considers at least annually the relationship the
Company has with its third-parly suppliers The Board relies
on the Manager to provide regular reports on the Company's
third-party suppliers performance although the directors
remain responsible for assessing each supplier's inlernal
controls and risk managernent syslems, ESG mabiers,
information security and business continuity plans. This is
achieved through the assessment of each supplier's
assurance report (please refer to the Report of the Audit and
Risk Committee on page 46) and feedback from the
Manager 1o 1dentify any issues or concerns.

The Secretary contacted all of the Company's key third-party
suppliers in the wake of the COVID-19 pandemic 10 seek
clarification that the Company would continue to receive a
‘business as usual’ service, and o proactively ask whether
lhere may be any service disruption in order for the Manager
o work collaboratively with them 1o find solutions, For
example, engagement with the Registrar regarding
attendance at the 2020 AGNM.

The Board has received regular updates from Janus
Henderson on its business continuly plans durning the
COViID-19 crisis and has been reassured by the Manager's
resiience while statf are working frarm home.

Portiolio
Heldings

The Board sets the investment obiective and
discusses stock selection and asset aflocation with
the Fund Manager iegularly.

On behalf of the Company the Manager engages
with the portfoho hokding companies, exercising
good stewardship cractices in particuiar with a
focus on ESG matters

The Board utilises the skills and experience of ils directors to
challenge the Manager, for example, on investment decisions.
The Manager has a dedicated Governance and
Responsible Investment Team that the Fund Manager can
utiise when making investment decisions

Plezse refer to the Managsr section above for details ot
addiional engagement with the Board as a resul! of the
CCOVID-19 pandemic,
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Stakeholders Engagerment Quicome and how this was achiaved
Lenders The Company employs gearing to enhance The Board reviews the Manager's adherence o the loan
returns to shareholders, covenant restrictions (for both the short-term and long-term

The Company confirms compliance with the loan facilities) on & monthly basis. The loan covenarit restrictions

cavenants of bath its short-lerm and lang-term are also independently monitored by ihe Manager's

gearing facilities on a monthly basis. Compliance Team. The Company has a long-standing
refationship with its existing short-term lender and has
commitied 1o a 19-year senior unsecured nole with ils
long-term lender. This demonstrates both lenders’
commitment to the Company and provides comiort that the
Company can raise financing to operate effectively as an
invesiment trust.

As a result of market volatility the Manager, on behalfl of the
Board, approached the Company's short-term Joan facility
lender on behalt of the Board to request an early renewal cf
the facility that is due to expire on 27 June 2020. Following
recent discussions with the lender, the Board anticipates
that this facility will be renewed shortly.

Auditors The Auditor attends at least two Audit and Risk  The current Auditor, PricewaterhouseCoopers LLP (Pw() was
Commitlee meetings each year. appointed for the year-ended 31 December 2016 following an
The Board considers a letter of engagement audit lender process, This is the fourth year Pw(C has been

each year for the Auditor and asks shareholders appointed as the External Auditor and the refationship with the

at each AGM to appoint/re-appoint the Auditor Audit Team has developed over that time. The Chairman o!

depending on wiere it is in the audit tender the Audit and Risk Committee remains in contact with the

cycle. Audit Rartner throughout the financial year and seeks
teedback fram the Auditor and those reésponsible for the
preparation of the financial staterments from the Manager at
the annual and half year stage.

The Board considers that the Company's relalionship with
the Auditor is of great importance as shargholders,
potential investors and wider stakeholders place reliance
on the audited financial statements.

The Secretary and Financial Reporting Manager for
Investment Trusts at Janus Henderson have been in
regular contact with the Auditor to discuss and amend the
disclosures in this Annual Report as a result of the
COVvib-18 pandemic, The Board has subsequentty
expanded key sections of the report including those
relating 1o risk management, going concern and viability tc
ensure transparency and the considerations taken o
manage the Company through these unprecedented
marks! events,

The Association The Company is 8 member of the AIC whichis  The Board chooses to report under the AIC Code of

of Investment an organisation thal looks after the interesis of  Corporate Governance as this better reflects the unique
Companies invastment trusts. aspects of aninvestment trust in the context of good
{AIC) corporate governance.

Fiease refer 1o Appficabie Corporate Governance Codes
on page 37.

The AIC supports its members by providing regular email
updates from regulators and other industry stakeholders
as issues unfold. The AIC has created a database of the
various public announcements being rade by member
companies in relation 10 issues that have arisen from
COVIB-19 which the Board and the Manager have found 1o
be a uselul resource given the associated pace of change

26



Henderson High Income Trust pic

Annual Report 2018

Strategic Report: Business Model continued)

Managing Risks

In accordance with the AIC Code and FRC Guidance. the
doard has established pracedures 1o identify and manage risk
and ic determine the principal risks to which the Company is
exposed in achieving its long-term objectives The Company's
principal risks are considered 1o be ihose that would threaten
Its business model, fulure performance, solvency and liquidity.
tn addition, it is the Board's responsibility to identity emerging
nsks which it defines as evenis. trends or uncenainlies that are
at an early stage of development but could pose a significant
threat 1o the Company’s future and require furtner monitoring
and investigation.

Principal Risks

The Board, with the assistance of the Manager, regularly
carries oul a robust assessmert of the princigal risks facing
the Company and seeks assurance that the risks are
appropriately evaluated and that effective mitigaling controls
are in place, where possible. To aid the process, the Company
has drawn up a detailed risk matrix, where the individual risks
and the application of any relevant controls are described.
Such sateguarding measures may be established by the Board
itself: for example, the Board has put in piace a schedule of
investment limils and restrictions. appropriate to the

Principal Aisk

Company's investment objective and palicy, to which the
Manager must adhere and report upon monthly. Alternatively,
the design and applicaticn of controls may be delegated by the
Board to the Company's thirg-party service providers, who
report regutarly to the Board on the effectiveness of their
control environments. Using a colour coded traffic light system,
each risk withun the matrix is assessed, scored and prioritised
according o the severily of its potential impact on the
Company and its likelinood ot occurrence. The principal risks
which have been identified as part of this process, and the
steps taken by the Board ic mitigate these, are set out in the
lable overteal.

The Board does not consider these principa' risks to have
changed during the course of the reporting period and up to
the date of this report with the exception of the ‘risks
associated wih Brexil' that are now considered as an
emerging risk. In light of the circumstances, COVID-19 and the
ail price war instigated by Russia and Saudi Arabia are
specifically relerred to in markel/financial risks. Additionatly,
operational and cyber risks have been expanded to include
pandemic and epidemic risks and risks relating 1o terrorism
and international conflicls.

Mitigating Measures

Investment Risk

Risk of long-1erm underperformance of the
Company against the benchmark and/or peer
group. This could result in the shares of the
Company trading at a discount and reduced
hguidity in the Company's shares.

Risk that insufficient ingcorne generaton could
lead to a cut in the dnaidend.

Janus Henderson provides the Board with regular investrment performance
statistics against the benchmark and tha peer group. .

The implementation of investment stralegy and resulls of the investment
process for which the Fund Manager is responsible are discussed with
Janus Henderson and reviewed at each Board meeting.

The premium/discount and the trading volume of the Company's shares are
also regularly reviewed, takong account of market candilions,

The Fund Manager and the Board maintain close contact with the

Company’s broker to understand and regulate the supply and demand

of shares.

The Board reviews the Income Statement and revenue lorecasts at each
Board meeting and monitors the Company's revenue reserves.
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Principal Risk

Mitigating Measures

Market/Financial Risk

Aisk that market conditions lead to a fall in the
vatue of the porifolio (magnified by any gearing)
and/or a reduction of income. This could result in
loss of capital value for shareholders and/or a cut
in the dividend payment.

There is heightened uncertainty in the markets at
this time due 10 the ongoing impact of COVID-18.
There have recently been dramatic falls in the
Company's NAY (this has also been seen in the
wider markel} as a direct result of these
circumslances. in addition, there is uncertainty as
a result of the recent oil price war instigated by
Russia and Saudi Arabia.

The Board reviews the Company's compliance with its loan covenants on a
monthly basis and additional covenant testing is undertaken in extrame
market conditions lo give comfort that the Company can meet its financial
liabilities.

The porticlio ts diverse, conlaining a sufficient range of invesiments to
ensure that no single investment puts undue risk on the sustainabiity of the
incorne generaled by the portfolio or indeed the capital value. Regard is
also given to having a broad m'x of companies in the portfol'o, as well as a
spread across a range of economic sectors, The Board reviews the
portiolio on a monthly basis.

Janus Henderson operates within investment limits and restrictions set by
the Board. including limits for gearing and derivatives A monthly schedule
of current positions against all established fimits is reviewed by the Board.
Janus Henderson confirms adherencs 1o them each month, Any particularly
nigh risks are highlighted and discussed, and appropriate follow up action is
taken where necessary. A detailed analysis of the Company's financia! risk
managament policies and procedures can be found in Nole 15 (please refer
fo pages 74 to 78).

The Board reviews the income Statement and revenue forecasts at each
Board meeting and monitors the Company's révenue reserves.

Operational Risks including Cyber Risks,

_Pandemic and Epidemic Risks and Risks
Relating to Terrorism and International
Conflicts

Risk of loss through inadequate or failed internal
procedures, policies, processes, systems ¢r
fuman error. This includes risk of 10s5s 1o the
Company's third-party service providers as a
result of inadequate procedures, policies,
Drocesses, systems or human error.

Risx of financia 10ss disruption or damage to the
reputation of the Company, the Manager and lhe
Company's other third-party service provigers, as
aresull of tailure of information technology
systems

R sk of loss as a result of exlernal events oulside
of the Board's control such as pandemic and cr
epidemi¢ nsks and risks relating to terrorism and.
or international conflicts that disrupt and impact
the global economy This includes the nsk of loss
to the Company's third-party service providers that
are also gdisrupied and impacted by such events.

The Board receives a quartetly internal control report from the Manager 1o
assist with the ongoing review and monitoring of internal controls and risk
management systems it has in place.

The Board reguiarly receives reports from the Manager's Internal Audit, Risk,
Compliance, Information Security and Business Continuity Teams This
provides assurance that the Manager has appropnralg policies and procedures
in place 10 be able {o continue n operation and maintain stability in times of
such risks In particular, the Board asks the Manager to confirm that the Fund
Manager can continue to manage the portiolio in these circumstances.

The Board makes similar enquiries of :its key third-party service providers to
gain assurance that they oo have appropriate policies and procedures in
place to be able 1o continue in operation and maintain stability in times of such
risks.

Please refer to the Report of the Audit and Risk Committee on pages 45 to 46
for turther details about Internal Control and Risk Management,

Tax, Legal and Regulatory Risk

Risk thal & breach of, or a change in laws and
regulations, could materially affect the viability
and appeal of the Company. in particular
5.11588/9 which exempts capital gams from
being taxed within investment trusts.

Janus Henderson has been contracled to provide nvestment, company
secretanal, administration and accounting services through qualified
prolessionals.

The Board receives inlernal control reports produced by Janus Henderson
on a quarterly basis, which confirm tax, legal and regulatory compliance.
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Emerging Risks

With the help of the Manager's research resources and using its awn markst intet gence the Board continually menitors the
changing risk landscape and any emerging and increasing threals to the Company's bugness model. Such emerging nisks cou'd
cause disruption for the Company, if ignored. bul. if dentified, could provide business opportunities The emerging r.sks identified

below are currently being evaluated and monitored

Emerging Risk

Mutigating Measures

Risks Associated with Brexit

Risk that whatever the implications of the UK's exit
from the European Union and any forthcoming
trade negotiations and transit ona! arrangements,
the portfolio will be subject ta greater market price
risk volatilly and specific stock risk as a resull.

Itis dificult to evaluate all of the poiential implications on the Company's
business and the wider economy.

The Board is confident that the Manager and ils other key service providers
will continue to operate for the foreseeable future whalever the outcome of
the trade negotiations and transitional arrangements lollowing the UK's
departure from tha EU.

Risks Associated with Climate Change

Risk that investee companies within the
Company’s portfolic fail to respond tc

the pressures of the growing climate emergency
and faif to imit their carban foolprint 10 regulaled
targets, resulting in reduced investor demand for
their shares and talling market values.

Piease refer to Environmental, Social and Governance Matiers on page 32
tor detads of how the Board considers the Responsible investment policies
of its service providers, 1n particular the Manager's Policy.

Viability Statement

The Cornpany seeks 1o provide superior incame generation
and long-term capital growth for its shareholders. The Board
aims to achieve this by pursuing the Company's business
mode! and strategy through the Invesiment Objective and
Investment Policy {please refer to page 22). The Board will
continue to consider and assess how it can adap! the business
mode! and strategy of the Company 1o ensure its long-term
viahility in relation to its principal and emerging risks as

detailac above.

In assessing 1he viability ol the Company, the Board also
considers the prospects of the Company including the hquidity
of the porticlio (which is mainly invesied in readily realisable
listed securities}), the level of borrowings (which are restncted;, -
the closed-ended nature as an investment company (therefore
there are limited liquidity issues arising from unexpected
redemptions) and & low ongoing charge (0.80% for the
year-ended 31 December 2019: (2018: same)). Long-term
borrowing is in place in the form of the 3.67% senior unsecured
note which matures in Juty 2034 (the value of this long-term
borrowing is relatively small in comparison 1o the value of net
assets at 7.9% as al 31 December 2019). Furthermore, the
Company retains ttle to all assets held by the Custodian (under
the terms of the formal agreement with the Depositary), cash

is held with approved banks and revenue and expendilure
lorecasts are reviewed at each Board meeting. The Fund
Manager provides an addilional siress tested, conservative
revenue forecast once a year to assist the Board with its
didend decision making. The Company’s revenue reserves
have grown in the last few years and there is now approximately
10 months' annual dividend cover which gives addilional
comort for any difficult years that may arise

The Board believes it is appropriate to assess the Company's
vigbility over a five-year period in recognition of its long-term
henzon and taking account of the Company s current pesition
and the assessment factors delailed above.

The directors recognise that there is a continuation vole due to
take place at the AGM in 2020, The Board has received
feedback from the Fund Manager, the Janus Henderson
Investment Trust Sales Team and the Company s broker from
meetings held with shareholders so far th:s year. That feedback
suggests that the shareholders are supportive of the Company
continuing in operation for a further five-year penod and
beyond Innormat circumstances there s a good level of
underlying demand for the Company's shares in the market.
Notwithstanding the uncertainty caused by the current
COVID-18 pandemc, the Company's above average dividend
yield should remain attractive to investors, particularly g'ven the
current low level of interest rates. There has been a growing
trend in the diversity of sharebio ders on the Company's share
register and in 2019 a significant number of professional
investors bought shares The Board therefore feels confident
that shareholders remain suppartive of the Company going
lorward and the current situation serves o highight the
advantages of holding an investment trust. The drectors firmy
support the continuation of the Company and expect that it vat
continue 1o exist for the foreseeable future. at least for the
pernod of this assessment.

When assessing the viab lity of the Company over the next five
years the directors considered its abifity to meet liablities as
they fall due. This included consideration ¢f the duration of the
Company's borrowing faciities and how a breach of any
covenants could impact on the Company's NAV and share
price. There is heightened unceriainty in the markets at th s
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time due 1o the ongoing impact of COVID-18. Tharg have
recently been dramatic falls in the Company’s NAV (this has
also been seen in the wider market} as a direct resull of these
circumstances. In addition, there is also uncertainty in the
market with the recent oil price war instigated by Russia and
Saudi Arabia. The Board has cammissioned and reviewed
additional loan covenant testing 1o better understand the
implications to the Company and the actions that the Fund
Manager is 1aking in these extreme market conditions.

The directars do not envisage any change in strategy or
investment objective, or any events that would prevent the
Company from continuing to operate over the next five years
as the Company's assets are liquid, its commitments are
limited. and the Company intends {0 continue to operate as an
investment trust. The Board takes comfort in the robustness of
the Company's position, performance, liquidity and the
welk-diversified portfolic as well as the Fund Manager's
monitoring and is assured that the Company is well equipped
lo navigate a substantial global financial crisis. The Board
theretore has a reasonable expectation that the Company will
continute in operation and meet its fabilities as they fall due over
the next five-year period.

Fee Arrangements with the Manager

The Company qualifias as an Allernative Investmant Fund in
accordance with the Alternative Investiment Fund Managers
Directive. The Company has appointed Henderson Investment
Funds Limited (HIFL} to act as is Alternalive Investment

Fund Manager (AIFM) in accordance with an agreement which
has been eflechive from July 2014 and is terminable on six
manths' notice. HIFL delegates invesirment management
services io Henderson Global investors Limited, which acts
as Manager. Both entities are wholly owned subsidiaries of
Janus Henderson Group plc, retesred to as Janus Henderson.
Boih entities are authorised and regulated by the FCA.
References o Jarus Henderson and the Manager within this
report refer to the services provided by both entities.

The Fund Management Team is led by David Smith, a

Fund Manager on the Globat Equity Income Team at

Janus Henderson, a position he has held since 2008, David
has been the Company's Fund Manager since July 2015.

Janus Henderson and its subsidiaries also provide
accounting, company secretarial and general administrative
services, Some of the administration and accounting services
are carried oul, on behalf of the Manager, by BNP Paribas
Securities Services. Henderson Secretarial Services Limited
acts as the Corporate Secretary.

The investment management agreement with Janus Henderson
10 provide the services referred 1o above is reviewed annually by
1he Management Engagement Committee and provides for bath
8 base management lee and a performance fee whichis
measured over a single financial year.

Management Fee

The base management fee is charged al 0.50% of adjusted
average gross asssts under £250 million; & reduced
management fee of 0.45% is applied to average adjusted
gross assets above £250 miliion. This average value is
calculated by using the values on the last day of each of the
two calendar years preceding the reporting year.

Avegrage adjusted gross assels are gross assets less current
liabilities and less any Janus Henderson manageo funds or
Janus Henderson Group pic shares within the porifolic,

Any debt used for investment purposes, including that recorded
in current fiabilities, is not deducted from gross assets.

The base management fee is payable quarterly in arrears

In addilion, & supplemental base management fee is paid on
any new funds in retation to share issugs in the year thay were
raised, &t the pro-rata annwual rate. For the following year any
funds raised are added {0 pricr year assetls for the purposes
of calculating the base management 'ee.

Performance Fee

Performance is measured by calculating the ditference
between the annual percentage change in net assel value
per ordinary share and the benchmark equivalent.

The benchmark is a composite of 80% of tha FTSE All-Share
tndex {total return) and 20% of the ICE BolAML Sterfing Non-Gills
index {total return). A 1.0% hurdle is degucted from any retative
outpertormance before any performance fee can be paid.

A performance fee of 15 0% is awarded on this relative
excess performance less the 1.0% hurdle and applied {0

the current year 's average adjusted quarteriy gross assets.
The performance fee is subject to a cap of 0.40% of average
adjusted gross assets in any one year calculated on a
quarterly basis 10 determine the average.

Any unrewarded outperformance above this cap is carried
forward for a maximum of three years but may only be used
to offset any underperformarnce and cannot in itself earm a
performance fee. Any underperiormance relative 10 the
benchmark will be carried forward and no performance fee
will be payable until positive performance exceeds any past
negative perfarmance. The fees have been structured in this
way s0 that shareholders will only pay a relatively low base
management {ee in any years of individual or cumutative
underpertarmance.
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Borrowings

At the start of the year under review the Company had

a commitied loan facdity with Scotiabank of £4Z2 million.

In Fetruary 2019 this was increased to £45 million to allow
the Manager a grealer deqree of flexibility to accommodate
foreign currency fluctuations. This facility is dus to expire on
27 June 2020 and the Board is in the process of renewing the
facility belore the expiry date. In addition, the Company has a
19-year £2C million fixed rate sermor unsecured note with a
sterhing coupon of 3.67% which will mature on 8 July 2034,
Gearing as at 31 Decemnber 2019 was 21.5%.

Please refer to the Financial Cafendar on page 87 lor details of

Measuring Performance

In crder to measure the success cf the Company in meeling
its objective and to evaluate the performance of the Manager,
the Board takas into account the folowing key performance
indicators (KFls)

the interest repayments on the senior unsecured note.

KP

Action

Dividend per share

The Board places a high leve! of importance on maimtaining the Company‘é quarterly
interim dividend payments. The aim is to maintain a suitable asset altocation thal will
permil a sustainable high ievel of dividend distributions to shareholders with the
potential to grow in the longer tarm. The Board reviews the Company's revenue
accoun! al every Board meeting, along with the approprialeness of its dividend
payments {please refer 10 Note 10 on page 72). The Board also compares the yield
on the Company's shares to other relevant sectors ot the AlC.

Shareholders must, however, recognise that dividend paymenis can naver be
guaranteed, and that circumstances coutd arise when it would be necessary to
reduce or pass a dividend payment. The Board may from iime-io-time decide 1o
utitse some cf the Company's reserves for dividends. Equally, there may be
instances when the level of payment must be increased in order to comply with
5.1158/2 which requires an investment frust not 1o retain more than 15% of its iotal
income. Where such instances would resull in a paymeni going beyond the
Board's policy, one-off 'special dividend' payments could be anngunced and paid.

NAV per share

At each Board meeling, the Board reviews the performance of the portfolio as well
as the NAV per share (with debt at par value and tair value) and share price of the
Comypany. The Board also compares the performance of the Company against its
benchmark. The Beard has cetermined that this measure be used to calculate
whetner a performance fee is payable to Janus Henderson Please refer 1o the
adjacent page for further details about 1the Fee Arrangements with the Manager.

Premium/Discount to NAV

At each Board mesling, the Board manitors the level of the Company's premium or
discount 1o NAV per share and reviews the averagz premium or discount for other

refevant seclors of the AIC. The Company publishes two NAVs per share on a daily
basis through the offcial newswire of the London Stock Exchange; one with debt at par
{calcutated in accordance with the AIC formula) and the other with debl at fair vaiue.

"Ongoing Charge

The Board regularty reviews the ongcoing chargs and monitors all Company expenses.
For the year-ended 31 December 2019 the ongoing charge (excluding perfermance
tee) was 0.80% (2018: same). There was no performance fee payable in the year
under review (2018: same)

The charls and data in Performance Hightights (pages 5 to B) and Historica! Performance and Financial Informalion {page 20)
show how the Company has performed against these KPis.
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Environmental, Social and Governance
(ESG) Matters

Climate Change, Bespoensible Ownership and the
Stewardship Code

The Board has considered the implications of climale change
related risks (please refer fo Emerging Risks on page 28).

Ag an invesiment company that cutsources afl services

to third-party suppliers the Board makes every effort to
understand its service providers' ESG policies fincluding climate
change)} in particular those of the Manager. Janus Henderson
are a signatory 1o the UN Principles of Responsible invesiment
and the UK Stewardship Code published in 2020 and seek to
prolect and enhance value for shareholders through active
management, integration of ESG factors into decision making.
voling and company engagement.

The Board will continue 1o consider and assess how it can
adapt the business model and strategy of the Company to
ensure its long-term viability in response to climate change
and wider ESG matters.

Voiing

The Board beligves that voling at general meetings is an
integrat aspect of corporale stewardship and a means ol
signalling shareholder views on board policy, practices and
performance. The Board has chosen to dslegate responsibility
to the Manager Jor voling the rights attached 1o the shares
held in the Company's equity portfolic as the Manager actively
voles at shareholder meetings and engages with companies
as part of the vaoling process.

Yoling decisions are guided by the best interests of the rvesleg
companies’ shareholders and made in consultation with the
fund Manager, who has an in-depth undersianding of the
respeclive company's operations. Voting decisions are laken in
keeping with the provisions of the Manager's Responsible
Investment policy. so invesies companies are made aware of
the Manager's expectations in this respect. in order 1o retain
oversignt of the process, the Board receives an annual report
on how the Manager has voted the shares held in the.
Company's equily portfolia.

The Board reviews the Manager's Responsible Investment
policy each year. It is available fo view at
www.janushenderson.com The Board remains satisfied thal
the Manager understands the risks of climate change to its
business, strategy and product mix and where relevant it is
adapting to ensure long-term viability. The Board will continue
to monilor and review the ESG policies of the Manager and its
key third-party service providers in the year-ending

31 December 2020 as it expects all companies to evolve their
poiicies as ESG reporting develops.

In the period under review, Nvesige companies held 79
general meetings. The shares held in the Company's equity
portfolio were voted in respect of 98.7% of these meetings.
1.3% of the shares held were not voted due 1o vohing

impediments. The leve! of governance in leading global
companies is generally of a high standard in terms of best
practice which has meant that suppori in favour ot the
resoiutions proposed by management was warranted. However,
out of the 79 meetings held there were 4 where the Manager
voled against at least ane resolution, foliowing discussion
between the Fund Manager and Janus Henderson's
Governance & Responsible Investment Team. On oceasion,
the Manager 1akes voting decisions after consultation with
the Chairman on behall of the Board,

In terms cf the 4 resolutions not supported, these covered
two predominant themes relating to execulive remuneration
poiicies and director re-eteclion.

The Environment

As an investment company, the Company's own direct
environmental impact is minimal, The Company has no
greerhouse gas ernissions to report from its operations, nor
does it have responsibility for any other emissions preducing
sources under the Companies Acl 2006 (Strategic Report and
Directors’ Reports) Regulations 2013. The Company’s indirect
impact occurs through the portiolio holdings it invests in.

Business Ethics

As the Company's operations are delegated to third-party
service providers, the Board secks assurances, at least
annually, from its suppliers that they comply with the
provisions of the UK Modern Slavery Act 2015 and maintain
adequate safequards in keeping with the provisions of the
Bribery Act 2010 and Criminal Finances Act 2017.

Communicating with Shareholders

The Board is committed to maintaining open channels of
communication with shareholders in a manner which they find
most meaningful. Unlike trading companies, this ofien takes
the form of mestings with the Fund Manager rather than
members of the Board. Shareholders are able to meel with the
Fund Manager throughout the year and the Manager provides
inlormation on the Company and videos featuring the Fund
Manager on the Company's website, via various social media
channels and through its HGI platform (please refer 1o
Corporate Information on page 87). Feedback from all
meetings between tha Fund Manager and shargholders is
shared with the Board, The Chairman, and Senior Independent
Director, or other members of the Board are available 10 meet
with shareholders where they wish to do so,

The Annual Report and half-year resulls are circulated to
shareholders wishing to receive them and made available an
the Company's website. These provide shareholders with a
clear understanding of the Company’s portfolio and financial
position. This information is suppiemented by the daily
calculation and publication of the NAV per share and a
monthly factsheel which is availlable on the website. The Fund
Manager provides presentations to shareholders and analysts
following the publication ©f the annual financial results.
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