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Glossary of Terms

Invesco Perpetual Select Trust plc ('the Company’) 15 an investment trust which 1s
intended as a long-term investment vehicle for investors and has an indefinite
life

The Company provides shareholders with a choice of investrnent policies and
objectives, each intended to generate attractive rsk-adjusted returns from
segregated portfchics

The Company’s share capital currently comprises the following four classes of
Shares each of which has 1ts own separate Portfolio of assets and liabilities

* UK Equity

*  Global Equity

¢  Hedge Fund

+  Managed Liguidity

Invesco Asset Management Limited manages the UK Equity, Global Equity and
Managed Liquidity Share Portfolios The Hedge Fund Share Portfolio 1s advised
by Fauchier Partners LLP, a hedge fund speciahst

Investment Policy

The Company’s Investment Policy, which includes the investment objectives,
policies and nsks and investment imits for the Company and the separate
Portfolios 1s disclosed in full on pages 25 to 28 Within this report, the
investment objective for each Portfolo 15 shown at the start of the applicable
Portfolio Manager's Report

Share Class Conversion

The Company enables shareholders to tallor their asset allocation to reflect therr
view of prevailing markets through the cpportunity to convert tax free between
Share classes, currently every six months A proposal Is being put to sharehclders
to Increase the frequency of conversion opportunities to quarterly Further
information can be found on page 24
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FINANCIAL INFORMATION
FOR THE YEAR ENDED 31 MAY

The Company commenced trading on 23 November 2006

t Source Thomson Reuters
* Defined In the Glossary of Terms

UK Egurty Share Portfolio

%

2011 2010 CHANGE
Net asset value™ — total return +282
Share price™ — total return +275
Discount* at year end 41% 34%
FTSE All-Share Index* — total return +204
Revenue return per share 41p 37
Dividend - first intenm 165p 1 65p
- second interm 2 55p 2 15p
~ total 4 20p 380p
Global Equity Share Portfolio %
2011 2010 CHANGE
Net asset value'* — total return +95
Share price’ — total return +81
Discount* at year end 53% 38%
MSCI AC World Index (£)* - total return +137
Revenue return per share 20p 15p
Dvidend - first interim C 45p 045p
— second intenm 1 25p 090p
- total 170p 135p




Hedge Fund Share Portfolio

INVESCO PERPETUAL SELECT TRUST PLC

03

%

2011 2010 CHANGE
Net asset value* — total return 03
Share price” — total return -19
Discount™* at year end 6 6% 4 8%
3 months LIBOR +5% pa - total return +57
Managed Liguidity Share Portfolio

%

2011 2010 CHANGE
Net asset value'™ - total return +10
Share price™ — total return +10
Discount™ at year end 2 3% 23%
Revenue return per share 05p 03p
Diwvidend — first intenim 05p 04p
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CHAIRMAN'S STATEMENT

The Company

In earlier years the Company's annual report has been published n july or August As you wilt
see below we have been reviewing ways in which the Company could be improved to benefit
shareholders and consequently have delayed publication this year while we developed proposals
following that review

Invesco Perpetual Select Trust has now been in existence for nearly five turbulent years, both in
aconomies and markets, but also in Brtish government tax policy Your Board has considered the impact
of these developments on the service that the Company provides to both current and potential future
shareholders It continues to belteve that the structure of the Company, dwvided into different share
dlasses with switching possible between them on a tax-efficient basis, 1s an appropnate one In order to
improve this, it 1s proposing to mtroduce quarterly switch dates It also continues to review both the
relevance and the performance of the different share classes Both the UK Equity share class and the
Managed Liquidity share class pass both tests, even though the latter suffers inevitably from the current
very low level of UK interest rates It does, however, underpin the Company’s ability to buy back shares If
necessary at a very low discount However, in the Board's view a fund of hedge funds is likely to continue
to struggle to provide low-volatility excess returns, especially as cost drag has nisen as a proportion of low
norminal and real returns We also believe that in the present economic environment a greater emphasts
on income In the Global Equity share class would be beneficial to shareholders

Performance

For the Company’s structure to waork well it 1s important that all the classes provide good performance
Otherwise the presence of the switching arrangements becomes of academic interest only In this
context the results for the year were mixed The UK Equity share class and the Managed Liquidity share
dass both performed well, whereas the Global Equity share class and the Hedge Fund share class were
somewhat disappointing The UK Equity share class enjoyed a very good year with a Net Asset Value
total return of 28 2% compared with a return of 20 4% cn the FTSE All-Share Index The Global Equity
share class produced a positive return of 9 5% which lagged the 13 7% return of the new benchmark,
the MSCI AC World index The Managed Liquidity share dass returned 1 0% and the Hedge Fund share
class returned -0 3% including losses suffered on the directly held assets and the costs incurred n
managing the share class's structure which reduced the basic return of 2 5% after fees from the
Paragon Fund This was, however disapponting when compared with the target return of 3-months
LIBOR plus 5%, which amounted to 5 7% The background to these performances remained unusua!
as the developed world struggled to find a solid base for economic growth while the rest of the world
found that 1t had almost more growth than it could handle without disruption and particularly inflation
Real yelds remained sigmificantly negative in turope and the US while emerging market central banks
were raising interest rates and trying to avoid large inflows of short-term capital Throughout the period
the quoted corporate sector performed well as it recovered from the shocks of 2008-9 As a result
profits tended tc surprise positively which, together with a steep yield curve, helped equity markets
However, evidence that the financial cnsis of 2008 still had the power to cause shocks came both from
the long drawn out problem of Greece’s financial position and also the looming nisk of a default by the
US gavernment as it hits its borrowing imits, a problem made worse by intransigence in the US political
system, debt-financed wars and the hangover from recession

Proposed Portfclio Changes

We are proposing a move to a greater income orentation in the investment pelicy of the Global
Equity Portfolio, which will entail a change of portfolio manager within Invesco Perpetual The initial
target dvidend yield will be 3 5% with the potermal for dwidend growth in the future We are also
proposing replacement of the fund of hedge funds strategy In its ptace we are recommending the
adoption of a different strategy that offers attractive total returns in differing economic and
inflationary emvironments, and writh low correlation to equity and bond market indices, based on a
diversified long-only portfolio of highly liquid investments, under the management of the Invesco
Glabal Strategres team 1n Atlanta These proposals are subject to shareholder approval Details of the
proposals will be set out in a separate circular which will also include a notice convening a general
meeting of the Company for the same date as the annual general meeting at which the necessary
resolutions will be proposed

Outlook

The process of adjustment following the excesses of the period up to 2008 continues to be slow
In the US most notably because of its scale but alse in several other developed countnies including
the UK both the household sector and the state need to reduce indebtedness and generate net
financial inflows The household sector 15 having some success at this However, for the process to
work well It 15 necessary for the corporate sector and/or the external sector to go into financal
flow deficit, preferably without a major slump in demand While the former might berugnly result
from more capital expenditure and larger dividends and share repurchases the latter requires a
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major shift in balance of payments flows, partly achievable by a reduction in US overseas military
expenditure but largely requiring a policy shift 1n China and Germany beyond anything so far
contemplated by the authorrties there At present the risk that the adjustment process wili be
rather chaotic and depress potential output has nsen Since the Company’s year end we have
seen a farcical soap opera in the US about the federal borrowing limit and continued problems

in Europe focused on soversign indebtedness These macro economic concerns have obscured
recognition that substantial losses have already been incurred by commercial banks, bond holders,
the European Central Bank and governments, and that present policy offerings do Iittle to address
erther competitiveness or the lack of growth In the absence of a greater emphasis an supportive
fiscal policy change may be slow The defiat countries, where savings are insufficient, will only
slowly claw their way back to balance while the surplus countries, especially China, may well
struggle with inflation As this process continues 1t will remain very important to sustain growth in
real final demand Without this, debt burdens will become intolerable and will continue to be
transferred to creditors in the form of write-offs and losses thereby increasing the nsk of renewed
recession

At some point interest rates must nse unless deflation 1s imminent, which still seems untikely This wall
be good news for the long-suffering holders of the Managed Liquidity share class though it may
restram equity markets both in corporate profitability and valuation

The corporate sector has probakly now seen the bulk of the cyclical improvement in profits after

the recassion and growth will be more muted In recognition of the detenoration in the economic
environment and the apparent absence of effective policy the mood of equity markets has worsened
and creqit spreads in soverergn bond markets have become much wider For example the MSCI

AC World Index has fallen by 14 5% since the Company’s year end while the price of five to ten-year
gilts has risen by 6 7% There 15, however, good news around All sentiment indicators show a deeply
oversold positien and most equity markets now look cheap In addition, the pressure on policymakers
has increased substantially, possibly producing a positive policy shift We therefore beleve that a policy
of investing in high quality equities for the relevant portfolios, supported by strong market posttions
and dmdend yteld, remains appropnate in a very uncertain world The propoesed new investment
palicy for the hedge fund class has shown an ability to perform well in a varety of market
environments and we think 1t will prove a satisfactory replacement after the disappointing returns
from this asset class

Share Class Conversions

The Company enahbles shareholders to taitor their asset allocation to reflect ther views of prevailing
market conditions Shareholders have the opportunity to convert their holdings of Shares into any
other class of Shares, without incurring any tax (under current legislation} Currently shares can be
converted on or around 1 May and 1 Novemnber each year The Directors are proposing the adoption
of new Articles of Association that will provide further conversion opportunities on or around 1
February and 1 August each year The resolution to adopt the new Articles will be proposed at a
general meeting to be held on the same date as the annual general meeting Detalls of the Share
class conversions durning the year under review are shown in note 12(b) on page 65 Further
information about the cenversion mechanics can be found on page 24 and in note 12(f) on page 66

Dividend Policy

it 15 the Directors’ policy to distribute substantially all net revenues earned for each share class during
the period between conversion dates Accordingly, dividends on the UK Equity, Global Equity and
Managed Liguidity Shares will vary from year to year depending on net portfolio income, in future
the Board ams to declare dwvidends quarterly on these three Share classes Little or no net income

15 received from the assets underlying the Hedge Fund Shares and, accordingly, no dividends are paid
on those Shares

For the year ended 31 May 2011, your Directors have declared two intenm dnadends on the UK
Equity and Global Equity Shares and one interim dividend on the Managed Liguidity Shares totalling
4 20p (2010 3 80p), 1 70p (2010 1 35p) and 0 50p (2010 O 40p) respectively As a consequence of
very low interest rates prevailing throughout the year ended 31 May 2011, the net revenue of the
Managed Liguidity Share Portfolio has been minimal In view of the administrative costs and in
commgn with the previous year, the Directors therefore decided not to declare a second intenim
dividend an the Managed Liquidity Shares The net revenue earned will be taken into account in
considenng the dvidend for the year ending 31 May 2012

Share Capital Movements

During the year to 31 May 2011, the Company purchased and placed in treasury 1,764,000 UK
Equity Shares, 1,616,000 Global Equity Shares, 1,528,000 Hedge Fund Shares and 2,330,000
Managed Liguidity Shares No Shares were cancelled from treasury in the financial year
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CHAIRMAN'S STATEMENT

continued

Since the year end a further 571,000 UK Equity Shares, 186,000 Global Equity Shares, 412,000 Hedge
Fund Shares and 142,000 Managed Liquidity Shares were purchased and placed in treasury The Board
ntends to use the Company's buy back authortties when this will benefit existing shareholders as a
whole, and will ask shareholders to renew the authonties as and when appropriate

Corporate Governance

The Board remains committed to maintaining the highest standards of Corporate Gavernance and 1s
accountable to you as shareholders for the governance of the Company’s affarrs

The Directors believe that, during the year to 31 May 2011, they have complied with the provisions of
the AIC Code of Corporate Governance as endorsed by the Finanaal Reperting Councll, save in
respect of matters discussed in the Corporate Gavernance statement contained on pages 41 to 46

In their view your Board has an appropriate balance of skills, experience and length of service and
they constder its size and composition to be effective in the governance of the Company

Annual General Meeting ({AGM")
At the AGM there are four items of Special Business to be proposed

Share Issuance

Your Drrectars are asking for a renewal of the authority to 1ssue up to £1,000,000 in UK Equrty
Shares, £1,000,000 in Global Equity Shares, £1,000,000 in Hedge Fund Shares and £1,000,000 in
Managed Liguidity Shares This will allow Directors ta 1ssue Shares within the prescrnibed mits should
any favourable opportunities anise to the advantage of shareholders The powers authorised will not
be exercised at a price below NAV of the relevant Share class so that the nterests of existing
shareholders are not diluted This authonty will exprre at the AGM in 2012

Pre-emption Rights

Your Directors are also asking for the usual authornty to 1ssue new Shares in each share class, either
pursuant to a rights 1ssue or otherwise, up to an aggregate nominal amount of £39,510 in

UK Equity Shares, £31,785 In Global Equity Shares, £10,597 in Hedge Fund Shares and £8,182 in
Managed Liquidity Shares {10% of the issued share capital of each Share class) disapplying
pre-emption rights This will allow Shares to be 1ssued to new shareholders without them having
1o be oifered to existing shareholders first, thus broadening the shareholder base of the Company
This authonty will exprre at the AGM 1n 2012

Share Buy Backs

Your Directors are seeking to renew the authority to buy back up to 14 99% of each Share class,
being approximately 5,922,606 UK Equity Shares, 4,764,667 Global Equity Shares, 1,588,611 Hedge
Fund Shares and 1,226,539 Managed Liquidity Shares, subject to the restrictions referred to in the
notice of the AGM This authority will expire at the AGM in 2012 Your Directors are proposing that
Shares bought back by the Company either be cancelled or, alternatively, be held as treasury shares
with a view to therr resale, If appropnate, or later cancellation Any resale of treasury shares will only
take place on terms that are i the best interests of shareholders as a whole

Calling General Meetings at 14 Days’ Notice

For general meetings other than annual general meetings, the minimum notice period permitted by
the Companies Act 2006 15 14 days However, the EU Shareholder Rights Directive increases the
minimum notice perod for listed company general meetings to 21 days, except that companies can
reduce this period back to 14 days, other than for annual general meetings, provided that two
conditions are met The first condition Is that the company offers facllities for shareholders to vote by
electronic means The second condition 1s that there 15 an annual resolution of shareholders approving
the reductton in the minimum notice period from 21 days to 14 days The Board is therefare
proposing a Specal Resolution to approve 14 days as the mimmum period of notice for all general
meetings of the Company other than annual general meetings It 15 intended that this flexibiity will
be used only where the Board believes 1t 15 in the interests of shareholders as a whole

The Board recommends that shareholders vote in favour of all resolutions as each of the Directors
intend to do in respect of therr own Shares

Patrick Gifford
Chairman
27 September 2011
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MANAGER’S REPORT

Investment Cbjective

The investment objective of the UK Equity Share Portfolio 1s to provide shareholders with an attractive
real long-term total return by investing primarily in UK quoted equities

Market and Economic Review

In the twelve months to May 2011 the UK stock market came close to matching 1ts 22 9% nse of the
previous year, defivering returns of 20 4% The increase of the past year, however, was achieved
against the more challenging backdrop of rising risk aversion as concerns grew over both the pace of
global growth and a spreading sovereign debt crisis

The penod was notable for the volatiity of indices The aftermath of the BP il spill in the Gulf of
Mexico and consequent fall in the company’s share price caused the FTSE 100 index to fall in the early
months of the year But, as corporate resuits continued te surpnise on the upside, this resulted 1In a
strong rally in UK equities, particularly at the end of 2010 As 2011 unfolded, market sentiment was
plagued by a vanety of wornes Middle East politics, the Eurozone debt crisis, the conseguences of the
Japanese earthquake and slowing economic growth in China Towards the end of the period the price
of gold hit an all time high and the price of ol was at a three year high

Monetary stimulus on both sides of the Atlantic arguably played a large part in the rise of equity
markets in the period UK Interest rates remained at 0 5% for the duration of the year, although
inflation stayed above the 2% target the government has set the Bank of England Cencerns grew
that interest rates might be increased sooner rather than later, but these were assuaged by the
minutes from the Bank of England’s recent meetings, which have shown no new support for an
Increase, despite the Bank warning that inflation was likely to remain above its target for the
remainder of the year

Partfolio Strategy and Review

On a total return basis, the Net Asset Value of the UK Equity share class rose by 28 2% dunng the
12 months to the end of May 2011, compared tc a gain of 20 4% n the FTSE All-Share index

The performance of the portfolio particularly benefited from its heldings in the telecommunications
sector The most significant contribution over the year came from the holding in BT, with the company
confirming both its ability to produce double digit growth in earnings and an improving free cash flow
outlook Vodafone also provided a positive impact, the sale of non-core assets by the company forced
the market to re-appraise the value of its core business, while the price agreed by AT&T for the
acquisition of FMobile highlighted the value inherent within the mobile telecoms sector

Another notable contnbutor to performance was ol and gas company, BG Group, good full year
results were accompanied by news of further Braziltan oll discoveries while the company 1s a likely
beneficiary of an increasingly positive cutlook for gas demand

The tobacco sector alse continued to generate positive returns, with the heldings in Reynolds
American and British Amenican Tobacco particularly benefiting performance

A notable negative contributor to the portfolio’s performance was Yell The company continued to
suffer as a result of the underperformance of its directory business and on continued speculation
concerning 1ts long-term future The Portfolic Manager remains cautiously optimistic as a result of the
new strategy to migrate more of Yell's business online Elsewhere in the portfolio, Rentokil Initial’s
share price strugglad as investors focused on problems in its parcel division, City Link, more recent
share price performance has been more encouraging

In terms of portfolio activity, a number of new holdings were introduced to the portfolio These
compnised both larger companies, including Roche, Serco and Dady Mail, along with some smaller
businesses, including Amlin, Brown {(N), Chemning, HaloSource and TalkTalk Telecom

The portfalto reduced 1ts exposure to the utilities sector over the twelve months, disposing of holdings
in National Grid and Northumbnan Water The Portfclio Manager 1s concerned that a more onerous
UK regulatory outfock will hamper these companies’ ability to generate adequate returns on equity
and can see more attractive investment opportunities elsewhere
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UK EQUITY SHARE PORTFOLIO
MANAGER’S REPORT

continued

Outlook

We continue to pursue a cautious stance on the outleok for the UK economy, believing that a number
of headwinds persist, the full extent of public spending cuts have yet to be felt, the squeeze on
heusehold incomes will continue and, although the manufacturing side of the economy is benefiting
from the strength of overseas markets, it 15 doubtful this can fully compensate for weaknesses in other
areas of the economy We anticipate that the performance of the UK stock market wil continue to be
volatile over the next few maonths

At the same time, there are opportunities for the long term :nvestor The stock market’s obsession
with chasing earnings momentum that inewitably follows through into price momentum has created
opportuntties for investors who are more interested in evaluating the intninsic value of a business than
In second guessing the direction of near term earnings

We are increasingly convinced that the most attractive companies are currently those which can grow
earnings Independently of the economic cydle A number of these are the very large cap stocks, which
dominate the UK Equity portfolio, but increasingly and selectively there 1s also value in the mid cap
areas In terms of stock selectron, security of cash flows and dividends is key The ability and desire to
buy back equity I1s an additional attraction that has become more common in recent months, with
companies recognising that retinng equity represents a low nisk way of creating shareholder value

We are reassured by the fundamental qualities of the portfolie’s holdings, being strong, reliable
businesses that are managed in the interests of their shareholders It 1s worth remembering that the
most under-rated virtue of stock market investing 1s patience, and that the market rarely recagnises
under-valuation in the timeframe cngmally envisaged However, the majonty of the portfalio is still
being valued by the market at a significant discount to its intninsic value The quality of the companies
15 demonstrable, 1t requires a degree of patience for the value to be realised

Mark Barnett

Portfolio Manager

Invesco Asset Management Limited
27 September 2011




UK EQUITY SHARE PORTFOLIO
LIST OF INVESTMENTS

AT 31 MAY 2011

Crdinary shares listed in the UK unless stated otherwise MARKET
VALUE
COMPANY INDUSTRY GROUP! £'000
Reynolds American
— US common stock Tobacco 2,747
British American Tobacco Tobacco 2,637
Imperial Tobacco Tobacco 2,563
BT Fixed Line Telecommunications 2,444
GlaxoSmithKling Pharmaceuticals and Biotechnology 2,325
Vaodafone Mobite Telecommunications 2,211
BG Qi and Gas Producers 2,183
AstraZeneca Pharmaceuticals and Biotechnology 2,146
Tesco Food and Drug Retallers 1,591
Reckitt Benckiser ' Household Goods and Home Construction 1,495
Capita Support Services 1,472
Centrica Gas, Water and Muttiutilities 1,370
Babcock Internaticnal Support Services 1,355
BAE Systems Aeraspace and Defence 1,313
Roche — Swiss common stock Pharmaceuticals and Biotechnology 1,245
Hiscox Non-Life Insurance 1,230
Scottish and Southern Energy Electncity 1,159
Compass Travel and Leisure 1,138
International Power Electncity 1,138
Balfour Beatty Construction and Materials 1,074
Provident Financial General Financial 997
Pennon Gas, Water and Multiutities 965
Drax Electnorty 920
KCOM Fixed Line Telecornmunications 858
Homeserve Suppen Services 834
Amin Nen-Life Insurance 829
BTG Pharmaceuticals and Biotechnology 795
Tate & Lyle Food Producers 754
Chemnng Aerospace and Defence 753
Wm Mornson Supermarkets Food and Drug Retallers 709
Serco Support Services 676
Dally Mail & General Trust Media 658
Ladbrokes Travel and Leisure 628
Beazley Non-Life Insurance 617
Rentokil Inrtial Support Services 617
Bunzl Support Services 607
A ) Bell - Unguoted General Financial 500
Impax Environmental Markets Equity Investment Instruments 394
TalkTalk Telecom Fixed Line Telecommunications 300
Vectura Pharmaceuticals and Biotechnelogy 248
Brown (N} General Retallers 231
UK Coal Mining 200
HaloSource® Chemicals 181
Barclays Bank — Nuclear Power Notes  Electncity 149
28 February 2019
Landkom International® Food Producers 139
PunCaore Health Care Equipment and Services 125
XCounter® Health Care Equipment and Services 65
Yelf Media 53
Rencvo Pharmaceuticals and Biotechnelogy 43
Ecofin Water and Power Opportunities  Equity Investment Instruments
— 6% Convertible Loan Stock 38
- Subscription shares -
Helphire Financial Services 15
49,734
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UK EQUITY SHARE PORTFOLIO
INCOME STATEMENT

FOR THE YEAR ENDED 31 MAY

2011 2010 |
REVENUE CAPITAL TOTAL REVENUE CAPITAL TOTAL |
£000 £'000 £000 £'000 £'000 £000 |
Gains on Investments - 7,668 7,668 - 5,093 5,093
Foreign exchange gains/(losses) - 10 10 - 11} (n
Income 1,878 328 2,206 1,808 - 1,808
Management fee (80) (187} (267) (53) (122} (175)
Performance fee - {111} (11N - - -
Other expenses (143) (1 (144) (131) (3 (134)
Net return before finance
costs and taxation 1,655 7,707 9,362 1,624 4,957 6,581
Finance costs (39) (89) (128) {40) (93} {133}
Return on ordinary activities '
before tax 1,616 7,618 9,234 1,584 4,864 6,448
Tax on ordinary activities 3n - 3n {25) - (25}
Return on ordinary activities
after tax for the financial
year 1,585 7.618 9,203 1,559 4,864 6,423
Basic return per ordinary
share 41p 19 5p 23 6p 37p 11 4p 15 1p
SUMMARY OF NET ASSETS
AT 31 MAY
2011 2019
£000 £000
Fixed assets 49,734 39,987
Current assets 5o 445
Creditors falling due within one year, excluding borrowings (563} (593)
Bank lcan {7,550} (6,100
Net assets 42,217 33,739
Net asset value per share 105 3p 85 7p
Geanng
Gross 17 9% 18 1%

Net 17 8% 17 6%
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GLOBAL EQUITY SHARE PORTFOLIO [
MANAGER’S REPORT

Investment Objective

The investment objective of the Global Equity Share Portfolio Is to deliver long-term capital growth
through investing principally 1n global securities (ncluding UK equities)

Market and Economic Review

Last year was a volatile year for global equity markets, with momentum being primarly influenced by
macro-economic newsflow and charactensed by a ‘nsk-on, risk-off’ market mentality, especally in
developed markets The period from Apnil to July 2010 was dominated by the European sovereign
debt concerns which came to define the financial landscape of last year Greece’s first baillout, coupled
with a series of disappointing economic data releases including nsing US unemployment and growing
fears of a global double-dip recession, led to a penod of nsk aversion and eguity market declines In
the third quarter of 2010, however, markets entered a new phase of renewed risk appetite
Expectations about a further round of quantitative easing (QE2) in the US and improving econcmic
data drove equity markets higher Meanwhile, as the end of 2010 approached, Europe’s sovereign
debt cnisis once again began to unfold This time 1t was [reland making the headlines Yet the
European corporate sector, in contrast, was In goed shape financally, charactensed by strong cash
flows, attractive margins, and increased earnings The flurry of M&A (merger and acguisition) activity
at the end of the year served to emphasize this, highlighting cash-rich corporates’ strong balance
sheets and cheap valuations

Meanwhile, mflationary pressures continued to build around the world Inflation 15 most acute in
emerging markets as a consequence of nsing ol prices and food prices reaching an all-time high 1n
the first quarter of 2011 geo-political tensions, as evidenced by the unpredictable nature of ciwil unrest
in North Africa and the Middle East and disruption to the global supply chain from Japan’s earthquake
and tsunami tn March, came to dominate investor sentiment By the second quarter of 2011, Europe’s
soveraign debt cnisis played out again and markets braced themselves for the end of QE2 There I1s
evidence, however, that the “soft patch” in the US has the charactenstics of a mid-cycle pause rather
than heralding a major economic downturn Equity markets on the whole continue to be
undervalued, trading at attractive levels relative to the last 30 years Developed markets have
outperformed emerging markets since the start of the calendar year, primanly due to interest-rate
tightening to ease inflationary pressures in the emerging world

Portfolio Performance

On a total return basis, the Global Equity Share Portfolio’s Net Asset Value rose by 9 5% over the year
to the end of May 2011, compared to a gain of 13 7% in the MSCI AC World Index - total return

Portfolio Strategy and Review

While the portfolic underperformed the benchmark over the year, all of the underperformance took
place in the first half of the review period, to the end of November 2010 Performance picked up In
the second half and the mix of attractively valued defensive growth companies, alongside mis-priced
(tn our view) cyclical exposure and recovery plays like Japan, gives us confidence that the portfolio has
significant upside potential over the next 12 t018 months

Energy and matenals were the best performing sectors over the 12 menths under review, but our low
exposure to these cychcal commodity areas detracted from relative performance in the light of soaring
oll and commodity prices However, companies on the whole remain in very good shape with strong
free cash flows The portfolio 1s broadly exposed te a recovery in corporate spending, primarily
through industrial and technology stocks, while maintaining selective consumer exposure, particularly
towards autos Personal balance sheets in the developed world remain under pressure, yet
consumer-related areas performed well in the momentum-driven conditions of last year and our low
exposure to these areas also detracted from relative performance The portfolio’s high exposure to
industrials proved 1o be the key positive contributor to performance The strongest performing stocks
withtn the sector were Asian conglomerates such as Hutchison Whampoa and Jardine Matheson, and
European construction and engineenng comparies like OHL and Bilfinger, where the value of some of
their assets started to be reflected in their share prices over the year

In the second half of the review pericd, the portfoho’s exposure to stable earning areas like
pharmaceuticals and tobacco began to pay off as uncertainty over the strength and pace of economic
recovery heightened uncertainty and weighed on investor sentiment The portfolio’s exposure to fapan




12

GLOBAL EQUITY SHARE PORTFOLIO
MANAGER’S REPORT

continued

was a brg drag on performance in the aftermath of the earthquake However, Japanese equrties are
trading at attractive valuations in our view, and we continue to maintain exposure Uncertainty over
the next six months due to supply chain disruptions and power shortages, and the nisk of policy error,
mean that there are short term performance nsks, but there are a number of reasons for mid-te-long
term confidence The portfolio 1s mainly exposed to cheap financials in Japan which are well placed to
benefit as the economy recovers

Qutlook

The global economic backdrop has deteriorated in recent months and the outlook remains one of
slow and prolonged economic recovery, as fiscal austerity and an extended period of deleveraging
restrain growth Against this backdrop, and with increased Eurozone sovereign debt worries, markets
have moved quickly, and often indiscrniminately, to price in a sharp detenioration Many corporates,
however, are in good health as they have restructured theirr cost bases and rebuilt balance sheets
following the financial ¢nsis, and recent market weakness has left a lot of quality comparies trading
at very attractive valuations, discounting a more severe earnings outlook than we believe 1s likely
Reflecting our outlook, the portfolio has a core of sustainable growth, cash generative names in
areas like pharmaceuticals and tobacco, and companies with a strong aftermarket or services
element which supports earnings stability, many of which are found in industnal sectors Being
entirely stock driven, the portfolio also has a number of turnaround and special situation investments
which we think the market 15 mis-pricing Exposure to commodity cychicals itke matenals, and to
consumer discretionary spend, 1s modest in the portfolio

Bob Yerbury

Portfohio Manager

Invesco Asset Management Limited
27 September 2011




GLOBAL EQUITY SHARE PORTFOLIO
LIST OF INVESTMENTS

AT 31 MAY 2011

Ordinary shares unless stated otherwise

COMPANY
Novartis

Impenal Tobacco
Jardine Matheson
Mitsubishi Estate
Samsung Electronics

HSBC

Rentokil Inttial

Cracle

Obrascon Huarte Lain
Safran

Roche

Hutchison Whampoa
Stanley Black & Decker
GlaxoSmithKline

Sumitormo Mitsu
Financial

Bilfinger Berger

G45

UBS

Viacom

Tawan Semiconductor
Manufacturing

Telefonica

JPMorgan Chase

United Phosphorus

BBVA

Automatic Data
Processing

Schlumberger

Hewlett-Packard

HKR International

ING

Nomura

Shinhan Financial

Visa

Daimler

Cobham

Fosters

Lukoll Ol - ADR

BAE Systerns

PDG Realty

JSL

Gran Tierra Energy

Treasury Wine Estates

INDUSTRY GROUP!

Pharmaceuticals, Biotechnclogy
and Ufe Sciences

Food, Beverages and Tobacco

Capital Goods

Real Estate

Semiconductors and Semiconductor
Equipment

Banks

Commercial and Professional Services

Software and Seraces

Capital Goods

Capital Goods

Pharmaceuticals, Biotechnology
and Life Sciences

Caprtal Goods

Consumer Durafrles and Apparel

Pharmaceuticals, Biotechnology
and Life Sciences

Banks

Capital Goods

Commercal and Professional Services

Banks

Media

Semiconductors and Serniconductor
Equipment

Telecommunication Services

Diversified Financials

Matenals

Banks

Support Services

Energy

Technalogy Hardware and Equipment
Real Estate

Diversified Financials
Diversified Financials

Banks

Diversified Financials
Automobiles and Parts
Caprtal Goods

Food, Beverage and Tobacco
Energy

Capital Goods

Real Estate

Transportation

Qil and Gas Producers

Food, Beverage and Tobacco

COUNTRYt
Switzerland

UK

Hong Kong
Japan

South Korea

UK

UK

us

Spain
France
Switzerland

Hong Kong
us
UK

Japan

Germany
Denmark
Switzerland
Us

Tawan

Spain
Us
india
Spain
Us

us

us

Heong Kong
Netherlands
lapan
South Korea
us
Germany
UK
Austraha
Russia

UK

Brazl

Brazil
Canada
Australia

INVESCC PERPETUAL SELECT TRUST FLC

MARKET
VALUE
£000

1,548

1,500
1379
1,286
1,265

1,251
1,208
1,185
1,114
1,111
1,080

1,070
1,065
1,047

1,041

1,035
1,016
991
982
959

955
919
863
858
854

854
845
825
820
786
769
769
758
739
73
642
578
514
462
309
187

38,170

Y% OF
PORTFOLIO

41

39
36
34
34

33
32
31
29
29
28

28
28
27

27

27
27
26
26
25

25
24
23
23
22

22
22
22
21
21
20
20
20
19
19
17
15
13
12
08
05

1000

t MSC) and Standard & Poor s Global Industry Classification Standard

13
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GLOBAL EQUITY SHARE PORTFOLIO

INCOME STATEMENT

FOR THE YEAR ENDED 31 MAY

2011 2010
REVENUE CAPITAL TOTAL REVENUE CAPITAL TOTAL
£000 £'000 £000 £°000 £'000 £'000
Gains on Investments - 2,984 2,984 - 7,721 7.721
Foreign exchange {losses)/gains - {42} (42) - 28 28
Income 944 - 944 314 - 814
Management fee (84) (195) {279} (84) {196} (280)
QOther expenses {140} (1} {141} (136) (2) (138}
Return on ordinary activities
before finance costs 720 2,746 3,466 594 7.551 8,145
Finance costs - - - - (M (M
Return on ordinary activities
before taxation 720 2,746 3,466 594 7.550 8,144
Tax on ordinary activities (74) - (74) (56) - (56)
Return on ordinary activities
after tax for the financal
year 646 2,746 3,392 538 7,550 8,088
Basic return per ordinary
share 20p 8 5p 10 5p 15p 21 4p 22 9p
SUMMARY OF NET ASSETS
AT 31 MAY
2011 2010
£000 £'000
Fixed assets 38170 35,278
Current assets 589 472
Credrtors faling due within one year, excluding borrowings (121} (283)
Net assets 38,638 36,467
Net asset value per share 120 9p 111 7p
Gearing
Gross 0% 0%
Net (0 9% (0 8)%
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HEDGE FUND SHARE PORTFOLIO 15
INVESTMENT ADVISER'S REPORT

Investment Objective

The Investment objective of the Hedge Fund Share Portfolio ts to achieve an absolute return of
3-month sterling LIBOR plus 5% per annum over a rolling S-year period, coupled with low volatility
Capital preservation 15 a prionty

Portfolio

From 1 june 2010 the principal hedge fund assets underlying the Portfolio have been shares in
Paragon Capital Appreciation Fund {'PCAF"), which replaced the Fauchier Allocator Funds | and I
('FAFs") following the transfer on 31 May 2010 of the substantial majority of the FAFS® assets to PCAF
In order to allow the FAFs to commence winding-up, during the period the Company acquired the
residual holdings of the FAFs, which are now held directly by the Hedge Fund Share Portfolio The
remainder of this report describes the activities of PCAF in the period

Performance

For the twelve months to 31 May 2011, PCAF produced a return of 2 5%, net of fees Since

30 November 2006, the combination of FAFs followed by PCAF has achieved an average annual
compound return of 3 6% Over the same period the annualised volatility of the same has been
approximately 9 1% and the "beta” to the FTSE All-Share Index (Total Return) scme 031 and to the
Citigroup UK Gilt Index (greater than 5 years) negative 0 23

Market Review

As the magnitude of Greece’s fiscal problems became apparent at the start of the year, a penod of
“nsk-on, risk-off” sentiment began that saw heightened levels of correlation across securities and
asset classes Markets calmed somewhat coming in to 2011 only to stumble again in May 2017 as
recovery In developed economies began to ook increasingly fragile and Eurozone sovereign concerns
reached new heights The MSCI World (Total Return) Index ended the year up 4 2%

Equity market volatilhity declined over the peniod, although the trend was interrupted by short sharp
rises In a pattern that reflected the changeable mood of equity markets The VIX Index finished
around 15 5, less than half the level at the start of the penod

For much of 2010 government bonds rallied as growth forecasts were adjusted downwards and
investors sought safe haven assets Liguidity in credit markets improved thanks to sustained levels of
new issuance, with high-yield credits generally outperforming investment grade assets Most major
currencies were volatile as market sentiment swung between the Eurozone debt ¢nisis and the Federal
Reserve’s Quantitative Easing programme ("QE2") Meanwhile, the price of gold, crude aill and
commodities, especially agricultural commodities, all appreciated

Hedge Fund Strategies

Contribution by Strategy
Twelve Months ending 31 May 2011
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HEDGE FUND SHARE PORTFOLIO
INVESTMENT ADVISER’S REPORT

continued

The performance of the Macro strategy was mixed with most managers generally well positioned to
profit from concerns over Eurozone debt but less consistent In antipating the impact of a second
round of US quantitative easing Currency, equity and commodity orientated managers did well, while
those with a fixed income approach had a tougher time

The Fixed Income manager had a challenging year but ended up overall Directional trading arcund US
and European interest rates and tactical currency trading produced most of the gains

The majority of our Equity Hedged managers made money duning the year Many of our managers
profited from the broad upward movement 1IN equity markets, and despite the sentiment-driven
nature of markets, were compensated for the idiosyncratic nsk in their portfolios by generating some
gains from stock-specific situations Technology and Healthcare focussed managers were among the
best performers while the biggest detractors had exposure to Financials and short positions in
Consumer Cyclicals

Short Bras managers struggled 1n the face of generally nsing equity markets Managers have been
pursuing longer term themes, for example, around mid-cap Consumer Discretionary and Chinese
economic overheating, which failed to matenalise during the year

Event Driven managers benefited from several catalyst-driven investments, such as corporate re-structuring,
which reacted positively to specific events that our managers had anticipated Managers with an activist
approach did well, succassfully identrfying several instances of under-valued businesses that directly
benefitted from their mtervention

The Specialist Credit managers all posted small gains for the year Long positions in high-yield
secunties did well while short positions 1 investment grade securnitres caused a slight drag Gains were
also denved from certain distress-related situations

The small stub position in a redeemed Volatiity Trading manager produced losses when on the advice
of its third party valuation firm, some of the positions held at year end were written down The
remaimning expasure represents the tail end of positions in illiquid investments that the manager 15 In
the process of liquidating

All the Multiple Strategy funds were up over the year Gains came from a wide range of asset classes
and geographies, including equity, credit and commodity-related investments Positions intended to
profit frem a more inflationary environment, specfically oil, geld and agnicultural equrties, were
among the biggest contributors

The Portfolio

During the year, there were a number of changes to the portfolio compositton The allocations to
Event Driven and Specialist Credit managers were increased, partly by reducing exposure to the Equity
Hedged strategy, where capital was taken away from those managers taking insufficient nisk for the
Fund's performance target As at 31 May 2011 PCAF had holdings in 33 hedge funds across twelve
different strategies Approximately 67% of the assets were invested in Absolute Value strategies with
the balance in Relatve Value strategies The chart on the following page gives a detailed breakdown
of the holdings in PCAF by strategy as at 31 May 2011



INVESCO PERPETUAL SELECT TRUST PLC

Composttion of Portfolio (excluding Cash) by Strateqy
As at 31 May 2011

Outicok

We remarn positive on the Specialist Credit, Event Driven and Equity Hedged strategies However, the
current environment of elevated macro risks 1s hkely to present many investment challenges

Credit spreads have tightened dramatically from their post-crisis levels and while spreads may be at
historic average levels, absolute yields are trading around all-time lows on the back of the rally In
Treasunies Consequently, it 1s difficult to see how much further high-yield bond prices can run on the
upside, leading to an increasingly attractive nsk/reward proposition for shorting Our Specialist Credit
managers make money through secunty selection and restructunings rather than trending spread
tightening and we expect them to perform well in this type of market

As companies hardest hit by the credit ¢nsis and economic downturn restructure therr balance sheets
and emerge from the bankruptcy process, there 1s a good oppertunity for a small group of specialist
managers to capitalise on the rehabilitation of therr securities Post-reorganisation equity 1s an area
where some of our Speciahst Credit and Event Driven managers have already been active and this 1s
expected to continue

Condrtions are also favourable for actwist investing, as more pragmatic institutional shareholders

turn to the handful of hedge fund managers who have the tools and expenence to bring about a
realisation of value The environment 1s poised for an tncrease In corporate activity, and our managers
will be actively involved in the upcoming round of corporate break-ups, spin-offs and divestitures
They will be locking to imihiate strategic transactions at businesses where, If necessary, they will act

as the catalyst for change

Finally, correlation across asset classes and stocks has once again spiked to cnisis levels The
indisciminate nature of the current market volatity Is creating opportunities, both long and short
We remain constructive on Equity Hedged as we anticipate that our fundamentally based long/short
equity managers are well placed to profit from these dislocations as markets normalise However,
many of the macro 1ssues that dogged the first half of 2011 remain unresolved and, as we are
currently witnessing, have the potential to flare up again in particular, the cn-going Eurozone crisis
remains a flashpoint that could cause the situation to worsen before 1t improves In the light of ths,
capital preservation remains a priority for all of our managers

Fauchier Partners LLP
Investment Adviser

27 September 2011

17
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HEDGE FUND SHARE PORTFOLIO
LIST OF INVESTMENTS
AT 31 MAY 2011

STRATEGY FUND NAME
Underlying Investments of PCAF
Macro Wexford Qffshore Spectrum Fund

Fortress Macro Fund
COMAC Giobal Macro Fund
Fortress Commodities Fund

Equity Long Bias Bay Resource Partners Offshore Fund

Equity Hedged High Volatihty Eim Ridge Value Partners Offshore Fund
Crterion Capital Partners
Lansdowne Global Financials Fund
Lansdowne UK Equity Fund
Miura Global Fund
Brahman Partners Il Offshore
Dabroes Offshore Fund

Equity Hedged Low Volatility  Alydar Fund
Ascend Partners Fund Il
Walker Smith International Fund

Short Bias Fauchier Partners Counterpoint Fund

Specialist Credit CFIP Overseas Fund
Krighthead Offshore Fund
Riva Ridge Overseas Fund
Claren Road Credit Fund

Event Driven Empyrean Capital Overseas Fund
RoundKeep Icho Global Fund
Pershing Square International
Tnan Partners
Harbinger Capital Partners Offshore Fund |

Volatilty Trading Vicis Caprtal Fund (International)
Fixed Income Brevan Howard Fund
Multiple Strategy OZ Europe Overseas Fund I

Sunbeam Opportunities Offshore
Shepherd Select Asset
Highbrndge Asta Opportunities Fund

Incubator Fauchrer Partners Incubator Fund

Other Jubilee Special Situations Fund

Cash

Assets Held Directly Plainfield 2009 Liguidating
Harbinger Class PE Holdings
CCMSPV I

Indus Pacific Opportunities Distribution
Harbinger Class L Holdmgs

Total fixed assets

% OF
PORTFOLIO

36
34
33
17

120
39

41
40
40
37
37
36
3

262

30
29
21

80
30

31
29
25
08
94
36
36
29
29
21
151
09
37

38
38
05
01

82
28
26
20

15
05
01
01

22
1000
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2011 2010
REVENUE  CAPITAL TOTAL REVENUE CAPITAL TOTAL
£000 £°000 £000 £'000 £'0C0 £'000
{Losses)/gains on mvestments - (7 {17) - 1,256 1,256
Foreign exchange |osses - (20) (20) - - -
Management fee - (34) (34) - (40) (40)
Other expenses (64) - (64) {79) - (79)
Return on ordinary activities
before finance costs {64) @ (135) {79) 1,216 1,137
Finance costs - (15} (1) - (14) (14)
Return on ordinary activities
before taxation {64) (86} (150) (79 1,202 1,123
Tax on ordinary activities - - - - - -
Return on ordinary activities
after tax for the financal
year {64) (86) (150) 2] 1,202 1,123
Basic return per ordinary
share (0 5)p @7p (12)p (0 5)p 30p 7 5p
SUMMARY OF NET ASSETS
AT 31 MAY
2011 2010
£000 £000
Fixed assets 13,412 15,933
Current assets 40 8
Creditors falling due wathin one year, excluding borrowings (38} 27
Overdraft (124} -
Bank loan (950} (300)
Net assets 12,340 15,614
Net asset value per share 12 1p 112 4p
Geanng
Gross 87% 19%
Net 87% 1 9%

Hedge Fund investments

At 31 May 2011 the investments of the Hedge Fund Share Portfolio consisted principally of two
Certrficates, the performance of each of which is linked to the performance of Paragon Capital
Appreciation Fund ('PCAF) PCAF 15 an open-ended investment company domicited in Guernsey and
Iisted on the Insh Stock Exchange Fauchier Partners act as investment manager to PCAF

The defimitions of the various hedge fund strategies are detailed in the Glossary of Terms contatined on

pages 80 and 81
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MANAGED LIQUIDITY SHARE PORTFOLIO
MANAGER'S REPORT

Investment Objective

The investment objective of the Managed Liquidity Share Portfolio 1s to produce an appropriate level
of iIncome return combined with a high degree of secunty

Market and Economic Review

UK interest rates remained unchanged at 0 5% throughout the year under review, and the existing
£200 billion Quantitative Easing programme stayed in place The range of epmion in the Bank of
England’s Monetary Policy Committee (MPC) changed several times over the period in the last quarter
of 2010 Andrew Sentance was the lone member voting in favour of higher rates while Adam Posen
voted for an extension of asset purchases (Quantrtative Easing) from October With energy and food
prices pushing up inflation, Sentance moved tc voting for a 0 5% nise In February and he was joined
In the ‘hawk’ camp by Martin Weale and Spencer Dale, both voting for a 0 25% hike UK GDP
growth unexpectedly fell by 0 5% in the final quarter of 2010 This period was affected by severe
weather, but growth of just 0 5% n the first quarter of 2011 suggested that the economy was indeed
still weak and this has been confirmed with a 0 2% GDP figure for the second quarter CPlinflation
rose from 3 4% to 4 5% over the year to May 2011, with subsequent levels for June, July and August
of 4 2%, 4 4% and 4 5%, respectively, however, a marked deteroration in economic indicators over
recent months, in the US and the Eurozone as well as the UK, and increasing concerns about the
Eurozone sovereign debt cnisis have made the committee more ‘dovish’ In its most recent meeting
{August 2011), the committee was once more unarimous in voting for no change to the 0 5% rate,
emphasising the risks associated with slowing global growth and the low level of earnings inflation in
the UK The MPC, for now, seems content to look through current inflation to the deflationary impact
of negative real Income growth and high unemployment

Sterling three-month interbank lending rates rose over the year to May 2011 from 0 71% to 0 83%
and have since nsen to ¢ 929% Corporate bonds recorded a modestly positive total return over the
year but yields rose, the market becoming increasingly risk-averse

Portfolio Strategy and Review

Our investment strategy 1s achieved by investing In the Invesco Perpetual Money Fund and
Short-Term Investments Company (Global Seres) plc, which invests in a diversified portfolio of high
quality Sterling denominated short-term money market instruments The Invesco Perpetual Money
Furd has maintained holdings in floating-rate notes ('FRNs’), where yields are reset every three
months to reflect changes in the London Interbank Cffered Rate ('LIBCR’), the rate at which the
largest banks lend money to one another As UK interest rates are widely expected to remain near
therr current low level for a considerable time the fund also holds a number of government,
quast-government and corporate bonds These have higher interest coupons than those currently
availlable on FRNs In order to hmit nsk exposure, these bonds are both shert-dated and of hugh

quality

Qutlook

Locking ahead, although inflation may remain high in the short term, mited credit availability,
ongoing concerns about slow growth, low earnings growth and a desire to reduce debt will most
likely see 1t begin to moderate Therefore, while 1t 15 passible that we will see a medest increase in
short-term UK interest rates from the current historic low levels, we would be surprised if they moved
significantly higher over the next year

Stuart Edwards
Portfolilo Manager
Invesco Asset Management Limited

27 September 2011




INVESCO PERPETUAL SELECT TRUST PLC

MANAGED LIQUIDITY SHARE PORTFOLIO 21
LIST OF INVESTMENTS
AS AT 31 MAY
2011 2010
MARKET MARKET
VALUE % OF VALUE % OF
£'000 PORTFOLIO £'000 PORTFOLIO

Invesco Perpetual Money Fund? 8,277 96 1 12,969 1000
Short-Term Investments Company (Global Series) 340 39 - -

8,617 1000 12,969 100 ¢

+ At the year end the Managed Liquidity Share Portfolio held 13 4% (2010 22 2%} of the Invesco
Perpetual Money Fund

MANAGED LIQUIDITY SHARE PORTFOLIO
INCOME STATEMENT

FOR THE YEAR ENDED 31 MAY

2011 2010
REVENUE  CAPITAL TOTAL REVENUE  CAPITAL TOTAL
£000 £'000 £'000 £:000 £000 £000
{Losses)/gains on investments - (3) (3) - 202 202
Income a1 - a1 130 - 130
Management fee - - - {5) - {5)
Other expenses (30) - (30 (83) - (83)

Return on ordinary activities
before taxation 51 (3) 48 42 202 244
Tax on ordinary activities - - - - - -

Return on ordinary activities
after tax for the finanaal
year 51 (3) 48 42 202 244

Basic return per ordinary
share 05p - 05p 03p 11p 14p

SUMMARY OF NET ASSETS

AT 31 MAY

2011 2010

£°000 £000
Fixed assets 8,617 12,969
Current assets 64 826
Credrtors falling due within cne year, excluding borrowings (161} (907)
Overdraft (3 -
Net assets 8,517 12,888

Net asset value per share 102 3p 101 8p
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DIRECTORS

Patrick Gifford

Chairman of the Board and Nomination
Cornmittee

Mr Gifford has served as a Director since the
Company’s incorperation in August 2006 He 15
chairman of Martin Currie Pacific Trust plc and
Murray Income Trust plc, and a director of
JPMorgan Russian Secunties plc He 15 also a
director of AlphaGen Aldebaran Fund He was
previously the chief executive of Fleming
Investment Trust Management and a director
of Robert Fleming Holdings

Sir Michael Bunbury

Chairman of the Audit and Management
Engagement Commuttees

Sir Michael was appointed as a Director on

10 January 2008 A former chairman of Smith &
Willlamson, he i1s now a consultant to the firm
He 1s a director of Foreign & Colonial Investment
Trust plc, chairman of JPMorgan Claverhouse
Investment Trust plc and HarbourVest Global
Private Equity Ltd He has other directorships of
various property investment and development
companes

Jehn Martin retired on 1 November 2010

All Directors are, in the opinion of the Board,
independent of the management company and
all Directors are members of the Audit,
Management Engagement and Nomination
Committees

All Directors are non-executive

Alan Cifton

Mr Clifton was appointed as a Director on

10 January 2008 He 15 a former managing
partner of the stockbrokers, Kitcat & Artken, and
from 1990 until 2001 was the managing director
of Morley Fund Management, the asset
management arm of CGNU plc (now Aviva plc)
He 1s now chairman of Schroder UK Growth Fund
and of JPMorgan Fleming Japanese Smaller
Compantes Investment Trust ple and 15 an
independent director of a number of other
Investment companies both m the UK and abroad

David Rosier

Mr Rosier was appointed as a Director on

28 November 2007 Following his retirement from
Merrilf Lynch Investment Managers {previously
Mercury Asset Management) in 2002, he was a
founder partner of Thurleigh Irvestment
Managers LLP of which he I1s charman He Is also
charrman of the Armed Forces Commaon
Investment Fund and a director of the Forces
Pension Society Investment Company He s a
trustee of the Nuffield Trust for the Forces of the
Crown, The Battle of Britain Memonal Trust and
1st The Queen’s Dragoon Guards Heritage Trust
He 15 also a Fellow of the Chartered Institute of
Secuntres & Investment




INVESC O PERPETUAL SELECT TRUST PLC

ADVISERS AND PRINCIPAL SERVICE PROVIDERS

Manager, Company Secretary and
Registered Office

Invesco Asset Management Limsted
30 Finshury Square

London EC2A 1AG

= 020 7065 4000

Company Secretanal Contact

Paul Griggs

Company Registration
Registered in England and Wales No 5916642

Investment Adviser to the
Fauchier Allocator Funds

Fauchier Partners LLP
72 Welbeck Street
London W1G QAY

Invesco Perpetual Investor Services

Invesco Perpetual has an [nvestor Services Team,
avarlable to assist you from 8 30am to 6pm every
working day Please feel free to take advantage
of thetr expertise

= 0800 085 8677

Custodian
The Bank of New Yark Melion

160 Queen Victona Street
London EC4V 4LA

Auditor

Ernst & Young LLP
1 More Londcn Place
London SE1 2AF

Corporate Brokers

Canaccord Genuity Limited
Cardinal Place

7th Floor

80 Victona Street

London SW1E 5JL

Registrars

Capita Registrars
The Registry

34 Beckenham Road
Beckenham

Kent BR3 4TU

If you hold your Shares directly on the register of
members and not through a savings scheme or
ISA and have queries relating to your
shareholding you should contact the Registrars
& 0871 664 0300

{From outside the UK +44 (0)208 639 3399)
Calls cest 10p per minute plus network charges
Lines are open from 8 30am to 5 30pm every
working day

Shareholders can also access therr holding detalls
via Capita’s website wwwy caprtaregstrars com or
www capitashareportal com

Capita Registrars provide an on-line and
telephone share dealing service to existing
shareholders who are not seeking advice on
buying or selling This senvice 15 available at
www capitadeal com or

= 0871 664 0384

(From outside the UK +44 (0)203 367 2691)
Calls cost 10p per minute plus network charges
Lines are open from 8am to 4 30pm every
working day
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SHAREHOLDER INFORMATION

The different Share classes of Invesco Perpetual
Select Trust plc {the 'Company’} are guoted on the
Lendon Stock Exchange

NAV Publication

The UK Equity, Global Equity and Managed Liquidity
Share Portfolios’ net asset values {{NAVS') are
calculated by the Manager on a daily basis and
notified to the Stock Exchange on the next business
day The Hedge Fund Share Portfolio NAV 1s
calculated weekly using a Wednesday valuation and
released on the fcllowing Friday The NAVs are
published daily in the newspapers detalled below

Share Price Listings

The price of your Shares can be found n

The Financial Times, Daily Telegragh, The Times and
The Independent In addition, Share price
information can be found under the following

Reuters
UK Equity Shares IWPU L
Glgbal Equrty Shares PG L
Hedge Fund Shares IVPH L
Managed Liquidity
Shares WPM L
Bloomberg
UK Equrty Shares  IVPU LN
Global Equrty Shares VPG LN
Hedge Fund Shares IVPH LN
Managed Liguidity
Shares IVPM LN
Internet addresses
Trust Net  wwaw trustnet com
Interactive Investor  waww i o uk
The Asscaation  www theaic co uk
of Investment
Companies

Manager’s Website

Information relating te the Company can be found
on the Manager’s website,
www Invescoperpetual co uk/investmenttrusts

The content of websites referred to In this
document or accessible from Iinks within those
websites are not incorporated into, nor do they
form part of this annual financial report

Conversion Detalls

Shares are convertible at the option of holders into
any cther class of Shares on or around 1 May and

1 November each year The Directors are propesing,
at a separate general meeting, the adoption of new
Articles of Association that wall provide further
conversion opportunities on or around 1 February
and 1 August each year Notice from a shareholder
to convert any class of Shares on any conversion
date will be required up to ten business days pnor to
the relevant conversion date, save In the case of the
conversion of Hedge Fund Shares in relation to
which notice to convert must be given approximately

four months prior to the relevant conversion date
because of the less iquid nature of the underlying
hedge fund investments However, Hedge Fund
shareholders do not have to choose which class of
Share to convert into until 10 days before the
conversion date Forms for conversion can be
obtained from the Company Secretary and will be
avallable on the Manager's website

The Directors are proposing changes to the Hedge
Fund Portfolio which, if passed by shareholders, will
mean that Hedge Fund shareholders will be able to
participate in conversions within the same
timeframe as the other classes

Conversicn from one class of Shares intc anather 1s
on the basis of a ratio derived from the prevailing
underlying NAV of each class of relevant Share,
calculated shortly before the date of conversion

The Directors have baen adwised that conversion of
one class of Shares into another will not be treated
as a disposal for the purposes of UK Capital Gains
Tax

Financial Calendar

Annuzl Financial Results September 2011
Half-yearly Financial Results January
Intenm Management

Statements April/October
Year end 31 May
AGM November 2011

Ordinary Share Dividends

Each year, interim dividends have usually been paid
on the UK Equity, Global Equity and Managed
Liquidity Shares in May and November It Is
expected that commenang in 2012 dwvidends will
additionally be paid in February and August

Location of Annual General Meeting

The Annual Gereral Meeting will be held at
4 00pm ¢n 15 November 20171 at 30 Finsbury
Square, London EC2A 1AG
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Introduction and Content

The Directors have pleasure in presenting their Report for the year ended 31 May 2011, which
Incorporates the Business Review It also includes the Corporate Governance Statement, which starts
on page 41

Nature of the Company

The Company was incorporated and registered in England and Wales on 25 August 2006 under the

Companies Act 2006 (2006 Act’). registered number 5916642 The Company 15 an investment

company as defined by section 833 of the 2006 Act and cperates as an investment trust within

sections 1158 to 1165 of the Carporation Tax Act 2010 ('CTA) HM Revenue & Customs have

approved the Company's status as an investment trust, subject to there being no subsequent enquiry ,
under Corporation Tax Self Assessment, in respect of the year ended 31 May 2010 I

In the opinion of the Directors, the Company has subsequently conducted its affairs so as to enable 1t
to maintain such approval It 5 the Company’s intention to continue to seek approval as an investment !
trust under the CTA |

Investment Policy

The Company’'s and respective Share classes’ investment objectives, investment policies and nsk and
investment iimits combine to form the ‘Investment Policy” of the Company

Invesco Asset Management Limited (the 'Manager’) manages the UK Equity, Global Equity and
Managed Liguidity Share Portfolios and Fauchier Partners LLP (the ‘'Investment Adviser) provides
investment advice for the Hedge Fund Share Portfolio

The Company

Investment Obyective and Policy

The Company’s investment objective 1s to provide shareholders with a choice of investment strategies
and policies, each intended to generate attractive nsk-adjusted returns

The Company’s share capital comprises four classes of Share UK Equity Shares, Global Equity Shares,
Hedge Fund Shares and Managed Liguidity Shares, each of which has its own separate portfolio of
assets and attributable liabiities The investment cbjectives, policies and risks and limits of the
Paortfolios for these classes are explained below The fimits for the Company and the four classes of
Shares are measured at the point of acquisition of investments, unless ctherwise stated

Investment Limits of the Company
The Board has prescribed limits on the Investment Policy of the Company, among which are the
following

- no more than 15% of the gross assets of the Company may be invested in a single investment,
and

Investment comparxes

UK Equity Share Portfolio (UK Equity Portfolio®)

investment Objective

The investment objective of the UK Equity Portfolio is to provide shareholders with an attractive real
long-term total return by investing primarily in UK quoted equities

- no more than 10% of the gross assets of the Company may be invested in other listed
\
|
|

investment Policy and Risk
The UK Equity Portfolio 1s invested pnmanly in UK equities and equity-related securities of UK
companies across all market sectors

The Manager invests the UK Equity Portfolio so as to maximise exposure to the most attractive secters
and secunities, within a portfolio structure that reflects the Manager's view of the macroeconomic
environment The Manager does not set out to manage the nisk characteristics of the UK Equity
Portfolio relative to the FTSE All-Share Index (the ‘benchmark index’} and the investment process may
result In potentially very significant over or underweight pesitions in individual sectors versus the
benchmark The size of weightings will reflect the Manager's view of the attractiveness of a security
and the degree of conviction held If a secunity is not considered to be a good investment, it will not
be held in the UK Equity Portfolio, wrespective of tts weight in the benchmark index
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The Manager controls the stock-specific risk of indwidual securities by ensuring that the UK Equity
Portfolio 15 always diversified across market sectors In-depth and continual analysis of the
fundamentals of investee compares allows the Manager to assess the financial risks associated with
any particular security

The Directors belreve that the use of borrowings {gearing) can enhance returns to shareholders and
the UK Equity Portfolio will generally use borrowings in pursuing its investment objective

Investment Lirmuts
The Board has prescribed limits on the investment policy of the UK Eguity Portfolio, ameng which are
the fellowing

— no more than 12% of the gross assets of the UK Equity Portfolic may be held in a single
investment,

- nomore than 10% of the gross assets of the UK Equity Portfalic may be held in other listed
investment companies, and

— geanng may be used to raise equity exposure up to a maximum of 25% of the net assets of the
UK Equity Partfolio where 1t 15 considered appropriate

Global Equity Share Partfolio ("Global Equity Portfolio®)

investment Objective

The investment ohjective of the Global Equity Portfolio 1s to defiver long-term capital growth through
investing principally in global securities {including UK egurties)

Investment Folicy and Risk

The Global Equity Portfoho has no ngid sector, geographic or caprtalisation imits, investments are
made wherever the Manager believes the maost attractive returns are to be found, while ensuring that
there Is sufficient diversification at the total Portfolio level

The Global Equity Portfolio 1s a high conviction Portfalio drawn from issuers globally and will reflect
the Manager’s views of the best prospects for absolute returns Investment decisions are based on
conviction denved from an understanding of the drivers of an investment's valuation The Global
Equity Portfolio’s investment universe 1s not conditioned by a capitalsation-weighted index and index
weightings play no part in stock selection Investment decisions are active and reflect the Manager’s
conwviction In the attractiveness of the investment

The Manager controls the stock-spearfic risk of individual securities by ensuring that the Glebal Equity
Portfolio 1s always appropriately dversified across stock market and geographical sectors In-depth and
continual anaiysis of the fundamentals of investee companies allows the Manager to assess the
financial nsks associated with any particular security

The Directors believe that the use of borrowings (gearing) can enhance returns to shareholders and
the Global Equity Portfolio may use borrowings in pursuing its investment objective

Investment Limits
The Board has prescribed limits on the investment policy of the Global Equity Portfolio, among which
are the following

— no more than 12% of the gross assets of the Global Equity Portfolio may be held in a single
Investment,

— no more than 10% of the gross assets of the Global Equity Portfolio may be held in other listed
Investment companves, and

- geanng may be used to raise equity exposure up to a maximum of 20% of the net assets of the
Global Equity Portfoho where it 1s considered appropnate

The Directors are proposing changes to the Glabal Equity Portfolio, as noted tn the Chairman’s
Statement on page 4 If passed by sharehalders these changes are expected to be implemented wath
effect from 1 December 20%1
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Hedge Fund Share Portfolio (‘Hedge Fund Portfolio’)

Investment Objective

The investment objective of the Hedge Fund Portfolio 1s to achieve an absolute return of 3-month
stering LIBOR plus 5% per annum over a rofling 5-year period, coupled with low volatiity Capital
preservation 1s a prionty

Investment Policy and Risk

The Hedge Fund Portfolio principally consists of investments in debt securities, the return on each of
which 1s directly linked to the performance of a diversified fund of hedge funds which 15 managed by
Fauchrer Partners Management Limited on advice from Fauchier Partners LLP (‘Fauchier’)

Fauchier applies a top-down approach to the allocation of different hedge fund strategies as the
framework within which speafic investment deasions are taken This allows Fauchuer, firstly, 1o ensure
that the Hedge Fund Portfolio 15 sufficiently diversified through the identification of different sources
of return and secondly, to identify capacity constraints within different hedge fund strategies and to
assess whether the prevailing market environment 1s favourable for specific strategies In
recommending a specific hedge fund for investment, Fauchier undertakes significant due diligence
on the hedge fund 1n question, on 1ts management company and on 1ts admimstrative arrangements
In addrtion, a thorough review 1s undertaken of the nisk profile of the fund, the systems whrch are

In place to monitor nisk and business performance, the legal structure of the fund, and the formal
relationshrp of the fund wath its administrator, pnme brokers and bankers

Fauchrer does not attempt to time or predict the direction of markets, but rather allocates to
strategies according to 1ts perception of the potential which exists to generate returns in any particular
strategy over a given period of time

Fauchier does not invest in hedge funds which engage in mutual fund timing, invest long only,
employ excessive leverage to generate returns, invest In mortgage-backed securities, or are purely
systems driven

investment Lirmuts

The Board has prescribed hmits on the investment policy of the Hedge Fund Portfolio, among which
are the following

- no more than 10% of the gross assets of the Hedge Fund Portfolio may be held in any one
underlying hedge fund,

- no more than 20% of the gross assets of the Hedge Fund Portfolio may be held with any single
portfolio management group, and

- geanng may be used for investment purposes to raise equity exposure up to a maximum of 10%
of net assets of the Hedge Fund Portfolio where 1t 1s considered appropriate

The Directors are proposing changes to the Hedge Fund Portfolio, as noted in the Chairman's
Statement on page 4 If passed by shareholders these changes are expected to be implemented early
n 2012

Managed Liquidity Share Portfolio (*Managed Liquidity Portfolio’)
investment Objectrve

The investment objective of the Managed Liquidity Portfolio 1s to produce an appropnate level of
income return combined with a high degree of security

Investment Policy and Risk

The Managed Liquidity Portfolio invests in a range of sterhng-based or related money market fund
assets (which may include transferable securities, money rmarket instruments, warrants, collective
investment schemes and deposits}, erther directly or indirectly through money market funds, including
funds managed by Invesco Perpetual or its assocated companies

The Managed Liquidity Pertfolio generally invests in money market funds authorised as UCITS
schemes, which are required under governing regulations o provide a prudent spread of nsk In the
event that the Managed Ligutdity Portfolio 1s invested directly in secunities and instruments, the
Manager will observe investment restrictions and risk dversification pohicies that are consistent with
UCITS regulations
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Investrnent Limits
The Board has prescnibed imits on the investment policy of the Managed Liquidity Portfolio, among
which are the following

- no more than 10% of the gross assets of the Managed Liquidity Portfolio may be held in a single
tnvestment, other than authonsed money market funds or high quality sovereign debt secunties,
and

- no more than 5% of the gross assets of the Managed Liquidity Partfolic may be held in unguoted
investments, other than authorised money market funds

Share Capttal Details
Issued Share Capital
All Share classes have a nominal value of 1p per Share

UK Equity Shares
At the year end the UK Equity Share capital consisted of 40,081,381 UK Equity Shares, excluding
5,565,000 UK Equity Shares held in treasury

Since the year end, a further 571,000 UK Equity Shares were bought back and held in treasury,
leaving 39,510,381 UK Equity Shares in issue, excluding 6,136,000 UK Equity Shares held in treasury

Global Equity Shares
At the year end the Global Equity Share capital consisted of 31,971,638 Global Equity Shares,
excluding 4,216,000 Global Equity Shares held in treasury

Simce the year end, a further 186,000 Globa! Equity Shares were bought back and held in treasury,
leaving 31,785,638 Global Equity Shares n issue, excluding 4,402,000 Global Eguity Shares held in
treasury

Hedge Fund Shares

At the year end the Hedge Fund Share capital consisted of 11,009,810 Hedge Fund Shares, excluding
2,628,000 Hedge Fund Shares held in treasury

Since the year end, a further 412,000 Hedge Fund Shares were bought back and held in treasury,
leaving 10,597,810 Hedge Fund Shares in 1ssue, exduding 3,040,000 Hedge Fund Shares held in
treasury

Managed Liquidity Shares

At the year end the Managed Liquidity Share capital consisted of 8,324,385 Managed Liguidity
Shares, excluding 3,325,500 Managed Liguidity Shares held in treasury

Since the year end, a further 142,000 Managed Liquidity Shares were bought back and held in
treasury, leaving 8,182,385 Managed Liquidity Shares in 1ssue, excluding 3,467,500 Managed Liquidity
Shares held In treasury

Rights Attached to the Shares

The rights attached to the Shares, in addition to those conferred on their holders by law, are set out In
the Company's Articles of Association (‘Articles’) The Articles may only be changed by the
shareholders by special resolution

Under the Articles, any UK Eguity, Global Equity, Hedge Fund or Managed Liquidity Shares in the
Company may be ssued with such nghts or restrictions, whether in regard to dvidend, voting, return
of capital or otherwise, as the Company may from time to time by ordinary resolution determine (or,
in the absence of any such determination, as the Directors may determine)

At a general meeting of the Company the holders of UK Equity, Global Equity, Hedge Fund and
Managed Ligurdity Shares shall have the night to attend and vote at any general meeting of the
Company, except that the holders shall nat by virtue of their holding of such Shares have the nght to
vote on any resolution relating to the payment of a dwidend on any class of Shares that they do not
hold Detalls of the voting rights attaching to the different classes of Shares are given in note 11 to
the Notice of Meeting on page 79

Subject to statute, the Artictes speaify that rights attached to any dlass of Shares may be varied with
the written consent of the holders of not less than three-quarters in nominal value of the 1ssued
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Shares of that dass, or with the sanction of a special resolution passed at a separate General Meeting |
of the holders of Shares of that class

Restrictions on the Transfer of Shares

All transfers of certificated Shares shail be effected by instrument in writing in any usual or common
form or in any other form acceptable to the Directors The instrument of transfer shall be signed by or
on hehalf of the transferor and (except In the case of fully-paid Shares) by or on behalf of the
transferee The transferor shall reman the holder of the Shares concerned until the name of the
transferee Is entered i the register of members All transfers of Shares which are in uncertificated
form may be effected by means of the CREST system

The Directors may, in the case of Shares in certificated form, in their absolute discretron and without
assigrung any reason therefore, refuse to register any transfer of Shares (not being fully-paid Shares)
provided that, where any such Shares are admitted to the Offical List of the London Stock Exchange,
such discretion may not be exeraised in such a way as to prevent dealings in the Shares of that class
from taking pface cn an open and proper basis The Directors may ikewse refuse to register an
allotment or transfer of Shares (whether fully paid or not) i favour of more than four persons jomtly
The Directors may decline to recogrise an instrument of transfer unless it 1s in respect of only one
class of Share

The Company 15 not aware of any agreements between sharehclders that may result in restnictions on !
the transfer of securities or voting nghts

Conversion of Shares

Shares are convertible at the option of holders into any other class of Shares on or around 1 May
and 1 November each year The Directors are proposing, at a separate general meeting, the adoption
of new Articles of Association that will prowide further conversion oppaertunities on or around 1
February and 1 August each year Further details can be found under ‘Conversion Detalls’ on page 24

During the year Share conversions resulted in net changes m 1ssued share caprtal as set out in
note 12(b) to the financial statements on page €5

Share Capital Movements

Shareholders voted to renew the Company's authonty to buy back Shares, either for cancellation or
to be held in treasury, at the Company’s last AGM on 27 September 2010 The maximum number of
Shares authorised to be purchased was 5,884,204 UK Equity Shares, 4,859,482 Global Equity Shares,
2,011,071 Hedge Fund Shares and 1,760,347 Managed Liguidity Shares This authonty will expire at
the conclusion of the AGM In November 2011, at which a resolution to further renew the authonty
will be proposed

UK Equity Shares

During the year, 1,764,000 UK Equrty Shares were bought back and held in treasury at an average
price of 88 8p per share The UK Equity Shares bought back represented 4 5% of the UK Equity
1ssued share capital (excluding treasury shares) at the beginning of the year

Since the year end, 571,000 UK Equity Shares were bought back, at an average price of 94 8p per
Share, and held in treasury

Global Equity Shares

During the year, 1,616,000 Global Equity Shares were bought back and held in treasury at an
average price of 110 tp per share The Global Equity Shares bought back represented 5 0% of the
Glohal Equity sssued Share capital (excluding treasury shares} at the beginning of the year

Since the year end, 186,000 Global Equity Shares were bought back, at an average price of 105 5p
per Share, and held i treasury !

Hedge Fund Shares

During the year, 1,528,000 Hedge Fund Shares were bought back and held in treasury at an average
price of 103 3p per share The Hedge Fund Shares bought back represented 11 0% of the Hedge
Fund 1ssued share capital (excluding treasury shares) at the beginning of the year

Since the year end, 412,000 Hedge Fund Shares were bought back, at an average price of 102 1p
per Share, and held in treasury
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Managed Liguidity Shares

Dunng the year, 2,330,000 Managed Liquidity Shares were bought back and held in treasury at an
average price of 98 8p per Share The Managed Liguidity Shares bought back represented 18 4% of
the Managed Liguidity 1ssued share capital (excluding treasury shares) at the beginning of the year

Since the year end, 142,000 Managed Liquidity Shares were bought back, at an average price of
99 2p per Share, and held n treasury

Share Valuations

On 31 May 2011, the mid-market prices, net asset values ('NAV’) and the discounts cf the four
Share classes were as follows

2011 2010
MID- MID-
MARKET  NET ASSET MARKET  NET ASSET
PRICE VALUE PRICE VALUE
SHARE CLASS {PENCE) (PENCE}  DISCOUNT (PENCE) (PENCE)  DIiSCOUNT
UK Equity 1010 1053 4 1% 8275 87 3 4%
Global Equity 1145 1209 53% 107 50 117 38%
Hedge Fund 1050 121 6 3% 107 00 124 48%
Managed Liquichty 1000 1023 23% 99 50 101 8 23%

Revenue and Dividends

The Company’s financial results for the year are shown in the income statement on page 52 Revenue
for the year for the UK Equity, Global Equity, Hedge Furid and Managed Liguidity Portfolios was
£1,585,000 {2010 £1,559,000), £646,000 2010 £538,000), £64,000 (loss) (2010 £79,000 (loss)
and £51,000 (2010 £42,000}, respectively

For the year ended 31 May 2011, the Directors have paid two interim dividends on the UK Equity and
Global Equity Shares totalling 4 2p (2010 3 80p) and 1 70p (2010 1 35p) respectively and one
intenm dividend on the Managed Liquidity Shares of 0 50p (2010 0 40p)

The Company will only pay dividends on the respective Share classes to the extent that it has the
profits available for the purpose, which will largely depend on the amount of income which the
Cormpany receves on its nvestments

Key Performance Indicators

The Board reviews the performance of the Company by reference to a number of Key Performance
Indicators, at either a Cormpany of Portfohio level, which include the following

. Investment performance
. Dividend policy

. Premium/Discount

. Total Expense Ratio

Investment Performance

The Board uses a numnber of indices in assessing the performance of the assets of the Compary
because, given the constraints and objectives set from time to ttme by the Board, no index can fully
represent the performance that might reasonably be expected from one or all of the Company’s Share
classes

However, in reviewing the performance of the assets of the Company the Board monitors the NAVs of
the individual Share classes relative to that of the mest appropriate indices

UK and Global Equity Portfolios

Every decision I1s based on conviction derved from an understanding of the drivers of an investment’s
valuation The investrnent universe 1s not conditioned by a caprtalisation-werghted index and index
welightings play no part in stock selection Investment decisions are active and reflect the Manager's
convrction of the attractiveness of the investment

The NAV total return of the UK Equity Shares rose by 28 2% duning the course of the year under
review, compared with a total return gain of 20 4% n the FTSE All-Share Index
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The NAV total return of the Global Equity Shares rose by 9 5% duning the course of the year under
review, compared with a total return gain of 13 7% in the MSCI AC World Index (Sterling)

Hedge Fund Portfaho
The NAV total return of the Hedge Fund Shares fell by 0 3% during the course of the year under
review, compared with a total return of +5 7% n the Merrill Lynch 3 month LIBOR +5% p a

Managed Liquidity Portfoho
The NAV total return of the Managed Liquidity Shares rose by 1 0% during the course of the year
under review

Dividend Poltcy

UK Equity Portfolio

The Board aims to distribute by way of dividend substantially all of the net mcome of the UK Equity
Portfolio after attributable expenses and taxation The Manager aims to maximise total returns from the
UK Equity Portfolio, which typically commands a yield premium to the market However, the pursuit of
mncome 1s nat a prime obrective and dividend yields do not constrain investment decisions The Board
intends to declare dwidends on the UK Equity Partfolig prior ta each conversion

For the year ended 31 May 2011, the Directors have declared and pard two intenm dividends totalling
4 2p per UK Equity Share

Global Equity Portfolio

The Board ams to distnbute by way of dwvidend substantiafly all of the net income of the Global Equity
Portfolio after attnbutable expenses and taxation, but the pnmary objective will be to maximise total
returns The Board intends ta declare durdends on the Glabal Equity Portfolio prior to each conversion

For the year ended 31 May 2011, the Directors have declared and paid two intenm dwidends totalling
1 7p per Global Equity Share

Hedge Fund Portfcho
Since the underlying funds m which the Hedge Fund Portfolio invests do not generate any material
income, no dividends have been paid in respect of the Hedge Fund Shares

Managed Liquidity Portfolio

The Board intends to declare dividends on the Managed Liguidity Portfolio prior to each conversion,
subject to the level of income available As a consequence of very low interest rates prevailing
throughout the year ended 31 May 2011, the net revenue of the Managed biquidity Portfolio has
been minimal In vtew of the administrative costs, the Directors decided not to declare a second
interm dinrdend on the Managed Liguidity Shares

For the year ended 31 May 2011, the Directors declared and paid one interm dwidend of O Sp per
Managed Liquidity Share

Drscount/(Premium)
Tne Board closely monitors the discountfpremiumnj at which the Cornpany's share classes trade m
relation to therr respective Portfolio assets The Shares traded at the following discounts/{premiums}

2011 2010
RANGE DURING YEAR AT YEAR RANGE DURING YEAR AT YEAR
MAXIMUM  MINIMUM END MAXIMUM MAXIMUM END
SHARES DISCOUNT DISCOUNT DISCOUNT  DISCOUNT (PREMIUM) DISCOUNT
Y % % % % %
UK Equity 68 18 41 76 12 14
Global Equity 70 16 53 67 14 38
Hedge Fund 93 48 63 123 48 48
Managed Liquidity 40 06 23 52 01 23

Invesco Asset Management Limited ('IAML’) and Fauchier and the Board closely monitor movements
in the Company’s Share prices and dealings in the Company’s Shares In order to avoid signiftcant
overhang or shortage of Shares In the market, the Board asks shareholders to approve resolutions
every year which allow for the buy back of Shares (for cancellation or to be held as treasury shares)



32

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 MAY 2011
continued

and also their 1ssuance This may assist In the management of the discount Detals of Share buy
backs can be found on pages 29 to 30 [t s the Board’s policy to sell Shares held as treasury shares on
terms that are in the best interests of shareholders

Total Expense Ratio {‘'TER")

The expenses of managing the Company are reviewed by the Board at every meeting It 1s the
intention of the Board to minimise the TER, which 1s defined in the Glossary of Terms on page 80,
which provides a guide to the effect on performance of all annual operating costs of the Company

At the year end the TERs of the Company and the different Share classes, excluding any performance
fees, were as follows

UK GLOBAL HEDGE MANAGED

COMPANY EQUITY EQUITY FUNDt  LIQUIDITY

201 11% 11% 11% 16% 0 3%
2010 11% 09% 12% 1 6% 05%

t Includes Fauchier management fee

Including performance fees of £111,000 (2010 £nil} and £nif {2010 £nil) for the UK Equity and
Global Equity Portfolios respectively, the TERs were

UK GLOBAL

COMPANY EQUITY EQUITY
201 12% 14% 11%
2010 11% 09% 12%

Current and Future Developments

As part of the Company’s overall strategy, the Company seeks to manage ts affairs so as to maximise
returns for shareholders One of the Board's longer-term objectives 1s to increase the size of the assets
of the Company in a manner consistent with seeking to maximise returns for shareholders The
Directors believe that increasing the assets of the Company in this way will make the Company’s
Shares more attractive to investors and improve the hquidity of the Shares

Detalls of trends and factors likely to affect the future development, performance and position of the
Company's business can be found in the Portfolio Managers’ Reports and further details as to the risks
affecting the Company are set out under ‘Principal Risks and Uncertainties’ on pages 33 to 36

The Directors are proposing changes to the Hedge Fund and Global Equity Portfolios, as noted in the
Charrman’s Statement on page 4 These changes, which the Directors beheve will make the Shares
more attractive to investors, are subject to shareholder approval Details of the proposals will be set out
i a separate arcular which will also include a notice convening a general meeting of the Company for
the same date as the annual general meeting at which the necessary resolutions will be proposed

Resources

The Company 15 an investment trust which outsources its iInvestment management, company
secretarial and administrative functions As a result the Company has no employees Through the
contractual arrangements in place, a full range of services Is avallable to 1t The most significant
contracts are with the Manager, IAML, for the UK Equity, Global Equity and Managed Liquidity
Portfolios and the Investment Adwiser, Fauchier Partners LLP (Fauchier”), for the Hedge Fund Portfolio,
to whom responsibility for the investment management of the portfolios 1s delegated 1AML s
responsible for secretanial and administrative services The Board reviews the performance of the
Manager and Investment Adwiser formally at every Board Meeting and additionally when market
conditions dictate

The day to day responsibility for the management of the Portfolios rests with the indedual Portfolio
Managers The Board has adopted guidelines within which the Portfolio Managers are permitted wide
discretion and decisions made outside these parameters are referred to the Board The Board has the
power to replace any of the Portfolio Managers and formally reviews the contracts with both IAML and
Fauchier every year The outcome of this review 1s commented upon on page 37

QOther contractual arrangements govern relationships with the Broker, Registrar and Custodian These
contracts are also reviewed In relation to agreed service standards on a regular basis and more
formally on an annual basis
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Shareholder Communication

Through the annual and half-yearly financial reports, interim management statements, monthly fact
sheets, the Company’s website, the AGM and the publication of daily/weekly NAVs and other
methods, the Board endeavours to ensure that shareholders understand the Company’s Investment
Policy and that the Board, both independently and through the Managers, reviews s Investment
Policy In the fight of feedback from shareholders The Board monitors and reviews shareholder
communications on a regular basis

Advisers and Principal Service Providers

The Company’s main supplier of services 1s the Manager who provides investment management,
company secretanal and admimistrative services

The Company has the following additional adwisers and principal service providers

e Fauchier Partners LLP as Investment Adviser to the Fauchier Allocator Funds,
» Canaccord Genuity Limited as Corporate Broker,

* Ernst & Young LLP as Auditar,

¢ The Bank of New York Mellen as Banker and Custodian, and

» Capita Registrars as Registrars

Further details of the above can be found on page 23

Prinapal Risks and Uncertainties

The Board has an ongoing process for identifying, evaluating and managing significant risks  This
process 15 regularly reviewed by the Board and was In place throughout the year under review The
prnncipal nisk factors relating to the Company can be divided into various areas

Investment Policy

There 1s no guarantee that the Investment Policy of the Company will provide the returns sought by
the Company There can be no guarantee, therefore, that the Company will achieve its investment
ohjectve

The Board has established guidelines to ensure that the Investment Policy of the Company 1s pursued
by the Manager and Investment Adviser

Risks Applicable to the Company

Shares in the Company are designed to be held over the long-term and may not be suitable as
short-term investments There can be no guarantee that any appreciation in the value of the
Company's investments will occur and investors may not get back the full value of tharr Investments
Due to the potential difference between the mid-market price of the Shares and the prices at which
they are sold, there 1s no guarantee that their realisable value will reflect their market price

The market value of a Share, as well as being affected by its NAV, also takes into account its dividend
yield, where applicable, and prevailing interest rates As such, the market value of a Share can
fluctuate and may not always reflect its underlying NAY The market price of a Share may therefore
trade at a discount to its NAV

While 1t 1s the mtention of the Directors to pay dnvidends to holders of the UK Egquity, Global Equity
and Managed Liguidity Shares, the ability to do so will depend upon the level of iIncome received from
securities and the timing of receipt of such income by the Company Accordingly, the amount of
dmidends paid to shareholders may fluctuate Any change in the tax or accounting treatment of
dividends or other investment income receved by the Company may also affect the level of dividend
paid on the Shares in future years

Compulsory Conversion of a Class of Shares

The continued listing on the Official List of each class of Share 1s dependent on at least 25% of the
Shares In that class being held in public hands This means that If more than 75% of the Shares of
any class were held by, inter alha, the Directors, persons connected with Directors or persons interested
in 5% or more of the relevant Shares, the listing of that class of Shares might be suspended or
cancelled The Listing Rules state that the FSA may allow a reasonable period of time for the Company
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to restore the appropniate percentage if this rule 15 breached, but in the event that the listing of any
class of Shares were cancelled the Company would lose 1ts investment trust status

Accordingly, if at any time the Board considers that the listing of any class of Shares on the Official list
Is likely to be cancelled and the loss of such hsting would mean that the Company would no longer
be able to quakify for approval as an investment trust under section 1158 of the Corparation Tax Act
2010 ('CTA’}, the Board may serve written notice on the holders of the relevant Shares requiring them
to convert their Shares mnto another class of Shares

Liability of a Portfolio for the Liabilities of Another Portfoho

The Directars intend that, in the absence of unforeseen circumstances, each Portfolio will effectively
operate as If 1t were a stand-alone company However, investors should be aware of the following
factors

*  As a matter of law, the Company 15 a single entity Therefore, in the event that any of the Portfolics
has insufficient funds or assets to meet all of its iabilittes, on a winding-up or ctherwise, such a
shortfall would become a lability of the other Portfolios and would be payable out of the assets of
the cther Portfolios in such proportions as the Beard may determine, and

*  The Companies Act 2006 prohibits the Directors from declanng any dividends in arcumstances
where the Company’s assets represent less than one and a half times the aggregate of its
habilities if the Company were to incur matenai habilities in the future, a significant fali in the
value of the Company’s assets as a whole may affect the Company's ability to pay dividends on a
particular class of Shares, even though there are distnbutable profits attributable to the relevant
Portfolio

Market Movements and Portfolio Performance

Individual Portfolio performance 15 substantially dependent on the performance of the types of
securities held wathin the Portfolio The prices of these secunties are (nfluenced by many factors
including the general health of worldwide economies, interest rates, inflation, government policies,
tndustry conditions, political and diplomatic events, tax laws, environmental laws, and by the demand
from investors for Income The Manager and Investment Adviser strive to maximise the total return
from the stocks in which they invest, but these secunties are influenced by market conditions and the
Board acknowledges the external influences on the performance of each Portfolio

The performance of the Manager and Investment Adviser i1s carefully monitored by the Board, and the
continuation of the Manager’s and Investment Adviser’s mandates 1s reviewed each year The Board
has establshed guidelines to ensure that the investment policies of each class of Share that are
approved are pursued by the Manager and Investment Adviser The Board maintains an active
dialogue with both the Manager and Investment Adviser with the aim of ensuning that the market
rating of each Share class reflects the underlying NAV, and that buy back and 1ssuance facilities help
the management of this process

The Company and the investee hedge funds are able to invest in emerging market securities
Securitres of this nature involve certain nsks and speaial considerations not typically associated with
investing in other more established economies or securities markets

Past performance of the Company 15 not necessarily indicative of future performance

‘For a fuller discussion of the economic and market conditions facing the Company and the current
and future performance of the different Portfolios of the Company, please see both the Chairman’s
Statement on pages 4 to 5 and Portfolio Managers’ reports starting on page 7

Geanng

Performance may be geared by use of a £15 milhon 364 day multicurrency revolving credit facility in
current market conditions, there 1s no guarantee that this faality will be renewed at maturity or on
terms acceptable to the Company If It were not possible to renew this facility or replace it with
another lender, the amounts owing by the Company would need to be funded by the sale of
secunties The Company also has a maximum uncommitted overdraft facility of 10% of net assets

Gearing levels of the different Portfolios will change from time to time in accordance with the
respective Portfolio Managers’ assessments of nisk and reward As a consequence, any reduction in the
value of a Portfolio’s iInvestments may fead to a correspondingly greater percentage reduction in its
NAV (which 15 likely to affect Share prices adversely) Any reduction in the number of Shares In issue
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(for example, as a result of buy backs) will, in the absence of a corresponding reduction in borrowings,
result In an increase N a Portfalio’s gearing

Whilst the use of borrowings by the Compary should enhance the total return on a particular class of
Shares where the return on the underlying securities 15 rising and exceeds the cost of barrowing, 1t will
have the opposite effect where the underlying return is falling, further reducing the total return on
the Shares Similarly, the use of gearing by investment companies or funds in which the Company
invests increases the volatibty of the NAV of the Company’s Shares

Hedging

The Company may use derivatives for the purpose of efficient portfolio management There may be a
correfation between price movements in the underlying securrties, currency or index, on the one hand,
and price movements in the investments, which are the subject of the hedge, on the other hand In
addition, an active market may nct exist for a particular derwvative instrument at any particular time

Regulatory and Tax Related

The Company I1s subject to vanous laws and regulations by virtue of is status as a Company registered
under the Companies Act 2006 and as an investment trust and its listing on the Lendon Stock
Exchange A breach of sections 1158-1165 of the CTA could lead to the Company being subject to
Caprtal Gains Tax on the sale of its investments A senous breach of other regulatory rules could lead
to suspension from the London Stock Exchange, a fine or a qualified Audit Report Other control
failures, either by the Manager, Investment Adwviser or any other of the Company's service providers,
could result in operational or reputational problems, erroneous disclosures or loss of assets through
fraud, as well as breaches of regulations

The Manager reviews the level of compliance with the CTA and cother financial regulatory
requirements on a daily basts All transactions, income and expenditure are reported to the Board

The Board regularly considers all nisks, the measures in place to control them and the possibility of any
other nsks that could anse The Board ensures that satisfactory assurances are received from service
providers The Manager’s Compliance and Internal Audit Officers produce regular reports for review by
the Company's Audit Commitiee

The hedge funds in which the Fauchier managed funds invest, including managed accounts, may not
be subject to any form of authonsation or regulatory supervision Investment in such vehicles carries a
higher potential risk and this should be taken into account in any investment decision

The risks and nsk management policies and procedures as they relate to the financial assets and
liabilities of the Company are also detalled 1n note 16 to the financial statements

Additional Risks Applicable to Managed Liquidity Shares
Investors should note that the Managed Liquidity Shares are not designed to replicate the returns or
other characteristics of a bank or bullding society deposit or money market fund

Additional Risks Applicable to Hedge Fund Shares

The Fauchier Managed Funds may be indirectly exposed to gearing to the extent that investee funds
are themselves geared Thus can result in the hedge fund controlling moere assets than it has equity
The use of leverage exposes the hedge fund to additional levels of risk from investments than would
have been the case had the hedge fund not borrowed to make the investments

Hedge funds in which Fauchier Managed Funds invest may engage In short selling, which involves selling
secunties which are not owned at that pont in tme (e seling borrowed secunties) These transactions
could expose the investee hecdge fund to the nsk of uncapped losses untl the position 1s ‘dosed-out’

Investee hedge funds may purchase put and call options, commodities and futures contracts,
derivative instruments and high-yield securities These are specialised actrvities and entail greater than
ordinary investment risks it 1s also possible that investes hedge funds invest in companies involved in
acquisition attempts or tender offers or companies involved in work-outs, iquidations, spin-offs,
reorganisations, bankruptcies and stmilar transactions, the uncertainty of which can increase the
potential risk for losses by such funds Investee hedge funds may not be subject to any form of
authorisation or requlatory supervision and investment in such vehicles carnes a higher potential nisk

Fauchier Managed Funds may invest in hedge funds that do not permit frequent redemptions,
including hedge funds that may have ‘lock-up” periods This means that an investment may be
relatively dliquid

35
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Reliance on Third Party Service Providers

The Company has no employees and the Directors have all been appointed on a non-executive basis
The Company 1s therefore reliant upon the performance of third party service prowiders for its
executive function In particular, the Manager and Investment Adwviser perform services which are
integral to the operation of the Company and the Custodian holds assets on its behalf Failure by any
service provider to carry out its obligations to the Company in accordance with the terms of its
appointment could have a matenally detnmental impact on the operation of the Company and could
affect the ability of the Company to successfully pursue its Investment Policy

The Manager and/or Investment Adviser may be exposed to reputational nsks In particular, the
Manager and/or Investment Adviser may be exposed to the nisk that litigation, misconduct, cperational
failures, negative publicity and press speculation, whether or not it 1s valid, will harm its reputation
Any damage to the reputation of one or both of the Manager and Investment Adwviser ¢ould result

in potential counterparties and third parties being unwilling to deal with them and by extension the
Company This could have an adverse impact on the ability of the Company to successfully pursue

its Investment Policy

Financial Position

Assets and Liabilities

At 31 May 2011 the Company's total net assets were £101 7 midlion (2010 £98 7 million} These
compnsed a portfohio of equity and non-equity investments, cash and other debtors and habilities
The Company has a £15 million multicurrency credrt facility of which £8 5 million (2310 £6 4 million)
was drawn at the year end, with the main borrowing being £7 6 million on the UK Equity Portfolio

Due to the readily realisable nature of the Company’ assets, cash flow does not have the same
significance as for an industnal or commercial company The Company’s principal cash flows anise from
the purchase and sales of investments and the income from investments against which must be set
the costs of borrowing and management expenses

Gearing Polcy

Gearing Policy 15 under the control of the Board, which has established effective geanng parameters
for each of the four Portfolios Gearing levels are regularly reviewed As part of the Company’s
Investment Policy, the approved maximum limits for geaning are 25% of the total net assets of the

UK Equrty Portfolio, 20% of total net assets of the Global Equity Portfolio and 10% of total net assets
of the Hedge Fund Portfohio The Company’s Investment Policy can be found on pages 25 to 28

Environmental Matters, Employees and Social and Community Issues

As an investment trust company with no employees, property or activities outside investment, the
disclosure of information about environmental matters, the Company’s employees and social and
community 1ssues 15 not given

The Manager and Investment Adwviser consider vanous factors when evaluating potential investments
Some are financial ratios and measures, such as free cash flow, earnings per share and pnice to book
value Others are more subjective indicators which rely on first hand research, for example, quality of
management, innovation and product strength While a company’s policy towards the envircnment
and social responsibility 1s considered as part of the overall assessment of risk and the surtabiity of the
company for the Portfolio, the Indmidual Portfolio Managers do not necessanly preclude an investment
being made on these grounds alone

The Company may send or supply decuments or information to shareholders in electroric form {e g
by e-mail) or by means of a website This delivers environmental benefits through reduced use of
paper and of the energy required for its production and distnbution

Manager Details and Assessment

Investment Management Arrangements

Invesco Asset Management Limited C1AMLY) 1s directly responstble for the investment management of the
UK Equity, Global Equity and Managed Liquidity Portfolios 1AML also implements the Board's decisions
relating to investment of the assets of the Hedge Fund Portfolio but has no investment management role
n respect of the Fauchier Managed Funds to which the assets of the Hedge Fund Portfolio are linked
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The Investment Adwiser to the Fauchier Managed Funds (to which the performance of the Hedge Fund
Share Portfolio 1s linked) 1s Fauchier Partners LLP, which 1s London-based and has Fauchier Partners
Management Limited as its controlling partner The scle business of the Fauchier Partners Group 1s the
management of, and provision of advice on, portfolios of hedge funds

Statement of Manager’s and Investment Adviser’s Responsibilities

The Manager and Investment Adviser are generally responsible for the day-to-day investment
management actvities of the Company, seeking and evaluating investment opportunities and
analysing the results of investee companies and funds The individual Portfalio Managers have full
discretion to manage the assets of the individual Portfolios in accordance with the Company’s stated
Investment Policy as determined from time to time by the Board and approved by sharehalders The
Portfolio Managers have discretion to make purchases and sales, make and withdraw cash deposits
and exerase all nghts over the investment portfolio The Portfolio Managers also advise on
borrowings

Along with the investment management of the UK Equity, Global Equity and Managed Liquidity
Portfohios, IAML also prowides full company secretanal and administration services to the Company,
ensuring that the Company complies with all legal, regulatory and corporate governance requirements
and attending on the Directors at Board meetings and shareholders” meetings IAML additionally
maintains records of the Company’s Investment transactions, Portfolio and all monetary transactions,
from which the annual and half-yearly financial reports and interim management statements and
various statistical reports and information are prepared on behalf of the Company

Assessment of the Manager and Investment Adviser

The performance of the Manager and Investment Adwviser in the roles of manager and adviser and |AML
In the role of Company Secretary and Administrator (s subject both te continual review by the Board and
regular annual reviews of the management contracts by the Management Engagement Committee

The indvidual Portfolio Managers determine stock and fund selection and asset allocation with a view
to achieving the Company’s Investment Policy and meeting shareholder expectations The Board has
reviewed the Manager's and Investment Adwiser’s performance and, taking into account the
performance of the indwadual Portfolios, the other services provided by IAML and the risk and
governance environment in which the Company operates, the Board considers that the continuation of
the appointment of the Manager on the current terms 1s In the best interests of shareholders

The Directors are proposing changes to the Company, in consequence of which Invesco Perpetual will
provide Investment management and adwvice to all share classes

Investment Management Agreement ('IMA’)

Under the IMA, IAML 1s entitled to a basic fee (payable quarterly} in respect of each Portfolio (0 75%
per annum of net assets in the case of the UK Equity and Global Equity Portfolios and & 25% per
annum of net assets In the case of the Hedge Fund and Managed Liquidity Portfohos) The IMA
provides for a basic fee to be reduced by any fee payable separately to the Manager on any
investments in other funds managed by the Manager

IAML 15 also entitled to receive performance fees in respect of the UK Equity and Global Equity
Portfolios of 12 5% of the increase 1n net assets per relevant Share in excess of a hurdle of the
relevant benchmark plus 1% per annum The amount of the performance fee payable in any one year
1s Imited to 0 75% of the net assets of the relevant Portfolio Any underperformance of the
benchmark, or performance above the cap, 15 carred forward to subsequent periods

The IMA can be terminated by erther party giving 12 months’ notice and 1n certain arcumstances, the
IMA may be terminated without notice

Fauchier Partners Management Limited charges the Fauchier Managed Funds an annual management
fee of 1% of those funds’ NAVs In addition, the managers of the underlying hedge funds in which
Fauchier Managed Funds invest will typically charge an annual management fee (generally 1to 1 5%
of assets) plus a performance fee {generally 20% of any outperformance, subject to a high watermark}
The Company will not be liable to pay any management fees directly to any member of the Fauchier
Partners Group The arrangements with Fauchier Partners Group will automatically come to an end

if the Hedge Fund Portfolio no longer includes any debt securities, the return on which is linked to
Fauchier Managed Funds or any other assets managed by Fauchier Partners Management Limited
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Report of the Audit Committee

The Audit Commuttee Is responsible to the Board for reviewing each aspect of the finanaal reporting
process, the systems of internal control and management of financial risks, the audit process,
relationships with the external auditors, the Company's processes for monitoring compliance with
laws and regulations, 1ts code of business conduct, and for making recommendations to the Board

The Audit Committee 1s pleased to report that, as a result of this year's review, 1t has not found any
weaknesses In the finanaial reporting process

The Company’s internal financial controls and risk management systems have been reviewed with the
Manager against risk parameters approved by the Board The Audit Committee has also receved a
satisfactory report on compliance and internal operations from the Manager's and Investment Adwviser’s
Compliance and Internal Audit Officers

The audit programme and timetable 15 drawn-up and agreed with the Company’s Auditor in advance
of the financial year end At this stage, matters for audit focus are discussed and agreed These
matters are given particular attention during the audit process and among other matters they are
reported on by the Auditor in the audit review to the Audit Committee The audit review Is considered
by the Audit Committee and discussed with the Auditor and the Manager prior to approving and
signing the financial statements

The Audit Commuttee has reviewed the financial statements for the year ended 31 May 2011 with the
Manager and the Auditor at the conclusion of the audit process

Details of the audit fee are shown in note 4 to the financial statements

Auditor

The Audit Commuttee has considerad the independence of the Auditor and the objectvity of the audit
process and 15 satisfied that Ernst & Young LLP has fulfilled its obligations to shareholders as
Independent Audrtor to the Company

Ernst & Young LLP are willing to continue in office and a resolution, in accordance with section 489 of
the Companies Act 2006, to reappoint them and to authorise the Directors to set the Auditor’s
remuneration will be proposed at the forthcoming AGM

Substantial Shareholdings

At 31 August 2011 the Company was aware of the following holdings of 3% and over of each class
of the Company’s 1ssued share capital

UK EQUITY SHARES HOLDINGS %
Mernll Lynch Portfolio Managers 6,278,457 159
Lynchwood Nominees 5,639,713 143
Smith & Williamson 3,697,330 93
IM Finn 2,251,328 57
Rathbones 2,152,745 54
P Radburn 2,001,285 51
Brewin Delphin 1,265,428 32
Hargreave Hale 1,214,683 31
GLOBAL EQUITY SHARES HOLDINGS %
Smith & Williamson 3,959,123 124
Lynchwood Neminees 3,750,054 118
Brewin Dolphin 1,977,853 62
Merrill Lynch Portfolio Managers 1,505,835 47
J Salkeld 1,410,931 44
P Davidson 1,367,965 43
Williams de Broe 1,178,802 37
J Pfell 1,057,433 33
P Radburn 1,005,289 32

Rathbones 989,606 31
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HEDGE FUND SHARES HOLDINGS %
Schroder & Co, Zunch 1,286,545 121
¥ Salkeld 798,922 75
P Davidson 774,594 73
Willrams de Broe 744,104 70
) Pfal 678,399 64
UBS Wealth Management 426,161 40
Smith & Williamson 354,666 33
Merntl Lynch Portfolio Managers 331,763 31
MANAGED LIQUIDITY SHARES HOLDINGS %
Barclays Stockbrokers 762,372 93
Merrll Lynch Portfolic Managers 730,461 89
) Pfell 442,956 54
M Finn 419,646 51
Smith & Williamson 271,215 33
M Franzman 250,000 30

Directors’ Detalls

The present members of the Board, all of whom held office throughout the year, are histed on
page 22 John Martin retired as a director on 1 November 2010

Subject 1o the Articles of Association and relevant statutory law and to such direction as may be given
by the Company in general meeting by special resolution, the business of the Company shall be
managed by the Directors, who may exercise all powers of the Company which are not required to be
exerased by the Company in general meeting

Directors are appointed by ordinary resclution at a general meeting of sharehclders The Directors
have the power to appoint a Director dunng the year but any person so appointed must stand for
election by shareholders at the next AGM

In accordance with the Company's Articles of Association, at every AGM there shall retire from office
any Director who shall have been a Director at each of the preceding two AGMs and who was not
appointed or re-appointed by the Company i general meeting since A retiring Director 1s eligible for
re-appointment

Sir Michael Bunbury and Dawvid Rosier will retire at the forthcoming AGM and stand for re-election as
set out In Resclutions 3 and 4 1n the Notice of the Meeting on page 76

Directors’ Interests

The benefictal interests of Directors 1n the i1ssued share capital of the Company as at 1 June 2010 and
31 May 2011 are shown below

UK GLOBAL HEDGE MANAGED
EQUITY EQUITY FUND  LIQUIDITY
31 May 2011
Patrick Gifford 9,050 63,576 88,173 -
Sir Michael Bunbury 11,500 11,000 8,000 -
Alan Clifton 25,000 10,000 10,000 -
Dawid Rosier - 25,000 - -
1 June 2010
Patrick Gifford 9,050 63,576 88,173 -
Sir Michael Bunbury 11,500 11,000 8,000 -
Alan Clifton 25,000 10,000 10,000 -
Dawvid Rosier - 194,989 - -

Save as aforesaid, no Director had any interest, beneficial or ctherwise, in the secunties of the
Company during the year

There were no changes in the above interests between 31 May 2011 and 27 September 2011
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Deed of Indemnity
A Deed of Indemnity has been executed on behalf of the Company for the Board of Directors

Under the terms of the indemnuty, a Director may be indemnified out of the assets of the Company
against all costs, charges, expenses, losses and liabilities which he may sustain or incur in or about the
discharge of his duties or the exercise of his powers or discretions as a Cirector of the Company This
includes any lability 1ncurred by the Director in disputing, defending, investigating or providing
evidence In connection with any actual or threatened or alleged claims, demands, investigations or
proceedings whether cvil or criminal, and any settlement thereof A Director may also receive
reimbursement of any expenditure incurred In connection with any such hability Cirectors will
continue to be indemnified under the terms of the indemeuty notwithstanding that they may have
ceased to be Directors of the Company

However, Directors will not be entitled to be indemn:fied for any liability to the Company, for fines
payable to regulatory authorities, for defending any cnminal proceedings in which they are convicted
or in defending any il proceedings bought by the Company in which judgment 1s given against
them The indemnity does not apply to the extent that a liability 1s recoverable from any insurers, (f it
1s prohibited by the Companies Act 2006 or otherwise prohibited by law, if it relates to tax payable on
remuneration or other benefits received, or if a liability arises from an act or omission of the Director
which 15 shown to have heen in bad farth

The Deed of Indemnity will be avallable for inspection at the AGM and at the Registerad Office at any
time

Directors’ and Officers’ Liability Insurance
The Company maintains a Directors’ and Officers’ hability insurance policy

Disclosable Interests
No Director was a party to, or had any interests In any contract or arrangement with the Company at
any time during the year or at the year end

Conflicts of Interest
A Director must avoid a situation where he has, or can have, a direct or indirect interest that conflicts,
or has the petential to conflict with the Company’s interests

The Articles of Assoctation of the Company give the Directors authonity to authorise potential conflicts
of interest and there are safeguards that apply when Directors decide whether to do so First, only
Directors who have no interest in the matter being considered will be able to take the relevant
decision, and secondly, In taking the decision the Directors must act In a way they consider, in good
faith, 1s most likely to promote the Company’s success The Directors are able to impose himits or
conditions when giving authonsation if they think this 1s appropnate

The Directors have declared any potential conflicts of interest to the Company Any potential conflicts
of interest are entered into the Company’'s Register of Potential Conflicts, which 1s reviewed regularly
by the Board The Register of Potential Conflicts of Interest is kept at the Registered Office of the
Company The Directors are obliged to advise the Company Secretary and/or Chairman as soon as
they become aware of any potential conflicts of interest Directors will not participate in Board
decisions on 1ssues where they may be conflicted

Individual Savings Account ('ISA’)

The Ordinary Shares of each class in the Company are qualifying investments under the applicable 15A
regulations

Creditor Payment Policy

It 1s the Company’s policy to obtain the best terms for all business, including purchases of investrents,
and to alnde by those agreed terms The Company had ne trade creditors at the year end (2010 nil}

Donations
The Company made no chantable or political donations dunng the year
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Going Concern

The financial statements have been prepared on a going concern basis The Directars consider this 1s
the appropriate basis as the Company has adequate resources to continue In operational existence for
the foreseeable future In reaching this conclusion, the Directors took into account the value of net
assets, the Company's Investment Policy, 1ts risk management policies, the diversified portfolio of readily
realisable secunties which can be used to meet funding commitments, the credit faciity and the
overdraft which can be used for both long-term and short-term funding requirements, the liquidity of
the investments which could be used to repay the overdraft in the event that the facllity could not be
renewed or replaced, and the ability of the Company in the light of these factors to meet all of s
lhabilities and ongaing expenses

Annual General Meeting

Shareholders will find on pages 76 tc 79 the Notice of the AGM to be held on 15 November 2011
starting at 4 00pm

CORPORATE GOVERNANCE STATEMENT

The Principles

The Board 1s commutted to maintaning the highest standards of corporate governance and Is
accountable to shareholders for the governance of the Company's affairs

In March 2009, the fourth edition of the AIC Code of Corporate Governance ('AIC Code’) was
published The Financial Reporting Counal have confirmed that AIC member companies who report
against the AIC Code and who follow the AIC’s Corporate Governance Guide for Investment
Companies ('AIC Guide’) would meet their obligations in relation to the Combined Code on
Corporate Governance (‘Combined Code’) and paragraph 9 8 6 of the Listing Rules (relating to
additional items to be included in the annual financial report) Copies of the AIC Code and AIC Guide
can be found on the AIC*s website at www theaic co uk

The purpese of the AIC Code Is to provide boards with a framework of best practice for the
governance of investment companies {including mvestment trusts) The Board considers that reporting
aganst the prinaiples and recommendations of the AIC Code, and by reference 1o the AIC Guide,
provides confidence to shareholders, directors and regulators The Company has complied with the
recommendations of the AIC Code and the relevant provisions of section 1 of the Combined Code,
save (N respect of those matters explained below

The Combined Code includes prowisions relating to the role of the chief executive, executive directors’
remuneration and the need for an internal audit function For the reasons set out In the AIC Guide,
and in the preamble to the Combined Code, the Board considers these provisions are not relevant to
the Company, which 15 an externally managed investment trust The Company has therefore not
reported further in respect of these provisions

This statement describes how the principles of the AIC Code have been complied with in the affairs
of the Company for the year ended 31 May 2011 Any reference to the AIC Code In this statement
includes references to the AIC Guide

Directors

Independence

The Board comprises four Directors, all of whom are non-executive and all of whom are considered
wholly independent The Directors have a range of business, financial and asset management skills
and experience refevant to the direction and control of the Company Brief biographical detalls of
members of the Board are shown on page 22

Senior Independent Director

The AIC Code recommends the appointment of a Senior Independent Director The Board appointed
Alan Clifton, following the retirement of John Martin on 1 Novernber 2010, as the Senior
Independent Director He s available to shareholders if they have concerns which contact through the
normal channels of Chairman, Managers or Company Secretary have falled to resolve or for which
such contact s inappropriate
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Chairman

The Chawman ss Patnck Gifford, a non-executive Directar, who has na conflicting relationships Since
all Directors are non-executive and day-to-day management responsibifities are subcontracted to the
Manager, the Company does not have a Chief Executive Gfficer

Supply of Information

To enable the members of the Board to fulfil their roles, the Manager and Company Secretary ensure
that Directors have timely access to all relevant management, financal and regulatary informatton to
enable informed decisions to be made The Board meets on a regular basis at least four times each
year and additional meetings are arranged as necessary Regular contact 1s mamntained between I1AML
and Fauchier and the Board qutside farmal meetings

Board meetings follow a formal agenda, which includes a review of each Portfclio with a report from
the respective Portfolic Managers on the current investment position and outlook, strategic direction,
performance against stock markat indices and the Portfolio's peer group (where appropriate), asset
allocation, gearing policy, cash management, revenue farecasts for the financial year, marketing and
shareholder relations, corporate governance, and industry and other i1ssues

On being appointed t¢ the Board, Directors are fully briefed as to their responsibilities and are
continually updated throughout their term in office on industry and reguiatory matters The Company
Secretary and the Board have formulated a programme of induction trainung for newly appointed
Directors They have also put arrangements in place to address ongoing trairing requirements of
Directors which mclude briefings from key members of the Manager's staff and which ensure that
Directors can keep up 1o date with new legislation and changing risks

Company Secretary

The Board has direct access to the advice and services of the Company Secretary, Invesco Assat
Management Limited, which 1s responsible for ensuring that the Board and Committee procedures are
followed and that applicable rules and regulations are complied with The Company Secretary 1s also
respensible for advising the Board through the Chairman on all governance matters The appointment
and angoing assessment and review of the Company Secretary are matters for the Board as a whole

The Company Secretary makes a significant contribution to the efficiency and effectiveness of the
Board, and the smooth running of the Company To fulfil the role, the Company Secretary keeps
up-to-date with relevant legal, statutory and regulatory requirements and s also able to provide
tmpartial advice and support to the Directors The Company Secretary also acts as a pnmary point of
contact for institutional and other shareholders, especially with regard to matters of corporate
governance

Board's Responsibilities

The Directors have a duty to promote the success of the Company taking inte consideration the likely
consequences of any decision in the long-term, the need to foster the Company’s business
relationships with 1ts manager and adwvisers, the impact of the Company's operations on the
community and the environment, the desirability of the Company to maintain a reputation for high
standards of business conduct, and the need to act farrly as between shareholders of the Company

The Board 1s committed to the prevention of corruption in the conduct of the Company’s affairs and,
taking account of the nature of the Company’s business and operations, has put in place procedures
that the Board considers adeguate to prevent persons associated with 1t from engaging in bribery for
and on behalf of the Company

In order to promote the success of the Company, the Board directs and supervises its affairs within a
framework of effective contrals which enable nisk to be assessed and managed A formal schedule of
matters detailing the responsibilities of the Board has been established The schedule of matters 1s
reviewed annually to ensure compliance with latest best practice and the AIC Code The schedule of
matters reserved for the Board will be available at the AGM and can be inspected at the Registered
Office of the Company It can also be found at www invescoperpetual co ukfinvestmenttrusts

The matn responsibiiities of the Board include setting policies and standards, ensuring that the
Company’s obligations to shareholders and others are understood and complied with, approving
accounting and diwvidend policies, managing the capital structure, setting long-term objectives and
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strategy, assessing risk, reviewing investment performance, approving loans and borrowing, approving
recommendations presented by the Company’s respective Board Committees, controlling risks, and the
ongoing assessment of the Managers The Board also seeks to ensure that shareholders are provided
with sufficient information in order to understand the nsk/reward balance to which they are exposed
by holding their Shares, through the Portfolio details given in the annual and half-yearly financial
reports, interim management statements, fact sheets and NAV disclosures

The Board as a whole peniodically undertakes the responsibilities which would ctherwise be assumed
by a remuneration committee, having agreed that a separate remuneration commuttee s not
appropriate for a company of this size and nature

There 15 an agreed procedure for Directors, in the furtherance of their duties, 1o take fegal advice at
the Company's expense up to an initial cost of £10,000 per Director, having first consulted with the
Charrman

Appointment, Re-election, Tenure and the Nomination Committee

As the Board 1s considered small for the purposes of the AIC Code, all Directors are members of the
Nomination Committee under the chairmanship of Patnick Gifford The main responsibilities of the
Nomination Committee are to review the size, structure and skills of the Board and to make
recommendations to the Board with regard to any changes considered necessary or new
appointments The Nomination Commuttee has written terms of reference, which are reviewed
annually and clearly define #s responsibilities and duties The terms of reference are in ine with best
practice and the AIC Code No Directer has a contract of employment wath the Company

The Board has formulated a formal, ngorous and transparent procedure for the selection and
appointment of new Directors tc the Board The Nomination Committee carnes out the pracedure
wath a view to making recommeandations to the Board The Normunation Caomrmuttee may consider
using an executive search consultancy or open advertising when seeking new candrdates for
appomntment or they may consider that candidates found from sources within the Company and
through 1ts advisers are of a sufficiently high quality

The Articles of Association require that each Director shall retire and be subject to election at the first
AGM after appointment and re-election at least every three years thereafter A Director’s normal
tenure of office will be for three terms of three years, except that the Board may determine otherwise
if It 1s constdered that the continued participation on the Beard of an individual Director 1s in the best
Interests of the Company and its shareholders if this 1s the case, then a long-serving Director will
stand for annual re-election at the Company’s AGM The Articles of Assocation prowide that the
Directors may, by notice in wrrting, remove any Director from the Board without notice or
compensation

Sir Michael Bunbury and Dawid Rosier are standing for re-election at this year's AGM The Board
confirms that thew parfarmance continues to be effectve and that they continue to demanstrate
commitment to their roles The Board therefore recommends that shareholders support AGM
resolutions 3 and 4 relating to the re-election of Sir Michael Bunbury and Mr Rosier

Terms of reference of the Nomination Committee, the Articles of Association of the Company and
Directors” letters of appointment will be available at the AGM, can be inspected at the Registered Office of
the Company, and are avalable on the Manager's website www invescoperpetual co ukiinvestmenttrusts

Directors’ Remuneration

The Board as a whole reviews Directors’ remungration on a regular basis Details of the Company’s
policy on Directors' remuneration and of payments 1o Directors are given in the Directors’
Remuneration Report on pages 48 and 49

Board, Committee and Directors’ Performance Appraisal

The Directors recognise the importance of the AIC Code, particularly in terms of evaluating the
performance of the Board as a whole, the respective Committees and indmvidual Directors
Performance of the Board, Commuttees and Directors has been assessed during the year in terms of

s attendance at Board and Committee meetings, for which attendance has been very good
throughout the year,
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» the independence of indvdual Directors,

¢ the ability of Directors to make an effective contribution to the Board and Committees due to the
dwersity of skills and experience each Director brings to the meetings, and

» the Board’s ability to challenge the Manager's and Investment Adwviser’s recommendations, select
toprcs for discussion and fix timetables for consideration of the future strategy of the Company

Alan Clifton was responsible for the performance evaluation of the Chairman, taking into account the
views of the other Directors

The Directors cancluded that the performance evaluation process had proved successful with the
Board and Committees of the Board collectively scoring satisfactorily in all areas

Attendance at Board and Committee Meetings

All the Directors are considered to have a very good attendance record at scheduled Board and
Committee meetings of the Company The followtng table sets out those scheduled meetings which
each Director was eligible to attend and attended in the year

MANAGEMENT

AUDIT ENGAGEMENT

MEETING BOARD COMMITTEE COMMITTEE
Patrick Gifford 5/5 272 272
Sir Whchael Bunbury 5/5 202 272
Alan Chfton 5/5 22 212
Dawvid Rosier 5/5 212 2/2
John Martin* 2/2 11 11

* John Martin retired on 1 Novernber 2010

Board members attended a nurmber of additienal non-scheduled meetings to deal with ad hoc items

Strategy Board Meeting

The Board holds a speafic strategy session separate from the normal agenda rtems, at which 1t
discusses matters such as the continued relevance of the Company’s and Portfohos' mvestment
objectives, policies and styles, the appropriateness of the performance measures in place, shareholder
communication strategy, and the changing corporate governance and regulatory environment in
which the Company operates The Board also reviews the Company's corporate structure to ensure
that t continues to be the most appropriate to adhere to the Company's Investment Policy

Accountability and Audit

The Directors’ responsibilities for the Company’s accounting records and financial statements are set
out on page 47 The Report of the Independent Auditor appears on pages 50 and 51

Audit Committee

As the Board 15 considered small for the purposes of the AIC Code, all the Directors are members of
the Audit Commuttee under the chairmanship of Sir Michael Bunbury Audit Committee members
consider that collectively they are appropriately experienced to fulfil the role required The Audit
Committee has written terms of reference which are reviewed annually and clearly define its
responsibilities and duties A separate nsk committee has not been established Review of the
Company’s internal control and nsk management fall within the terms of reference of the Audit
Commuttee The terms of reference are in line with best practice and the AIC Code The terms of
reference of the Audit Commuttee, including its role and authonty, will be available for inspection at
the AGM, at the Registered Office of the Company and on the Company’s website

The Audit Committee meets at least twice each year to review the internal financial and non-financial
controls, to approve the contents of the draft annual and half-yearly financial reports to sharehalders
and to review the Company’s accounting policies In additron, the Audit Committee reviews the
Auditor's independence, objectivity and effectiveness the quality of the services of all the service
providers to the Company, the effectiveness of the audrt process and, together with IAML, reviews the
Company's compliance with financial reporting and regulatory requirements At each meeting, a
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report from the Manager’s internal audit and compliance teams 1s reviewed Representatives of Ernst &
Young LLP. the Company’s Auditor, attend the Audit Committee meeting at which the draft annual
financial report 1s reviewed

The Chairman of the Audit Committee will be present at the AGM to deal with guestions relating to
this annual financial report

The Audit Committee also reviewed i1ts own effectiveness during the year The review was done
internally as part of the Board, Commuittee and Direclors’ performance apprasal process, a report on
which 15 shown on pages 43 and 44

Internal Financial and Non-Financial Controls

The Drrectors acknowledge that they are responsible for the Company mamntaning a sound system of
internal control to safeguard shareholders’ investments and the Company’s assets

The Board reviews, at least annually, the effectiveness of the Company’s system of internal controls,
including finanoal, operational and compliance and risk management systems The Company’s system
of internal controi 1s designed to manage rather than ehminate nsk of failure to adhere to the
Company’s Investment Policy This system can therefore only provide reasonable and not absclute
assurance against matenal misstaternent or loss The Board confirms that the necessary actions are

taken to remedy any significant fallings or weaknesses identified from their review No significant I
failings or weaknesses occurred in the year ended 31 May 2011 or since up to the date of this annual

financial report

The Board meets regularly, at least four ttrmes a year, and reviews financial reports and performance
against revenue forecasts, stock market indices and the Company’s peer group In addition, the
Manager, Investment Adviser and Custodian maintan their own systems of internal controls and the
Board and Audit Committee receve regular reports from the respective internal audit and comphance
departments Formal reports are also produced on the internal controls and procedures in place for
custodial, investment management, company secretanal and accounting actvities, and these are
reviewed annually by the Board The Directors consider that these procedures enable the Company to
comply with the Financial Reporting Council's ‘Intarnal Contral Revised Guidance for Directors on the
Combined Code’

Internal Audit Function

The Directors have reviewed the need for the Company to establish an internal audit function but, in
view of the extent of the Manager’s executive responsibilities and, given that the Manager has an
internal audit function consider that such a function 1s not necessary

Auditors Non-Audit Services

The Company’s Auditor, Ernst & Young LLP, provided non-audit services to the Company amounting to
£5,200 (2010 £13,000} In refation to tax compliance during the financial year ended 31 May 2011
The Directors do not believe the provision of these services impaired the Auditor’s independence
duning the financial year ended 31 May 2011

Mariagement Engagement Committee

As the Board 13 considered small for the purposes of the AIC Code, all Directors are members of the
Management Engagement Committee under the chairmanship of Sir Michael Bunbury The
Management Engagement Commuttee has written terms of reference, which clearly define 1ts
responstbilities and duties The terms of reference are reviewed annually to ensure compliance with
latest best practice and the AIC Code They will be available for inspection at the AGM, can be
Inspected at the Registered Office of the Company and can be viewed on the Company’s website
The Management Engagement Committee meets at least once a year to review the performance of
the Manager and Investment Adwiser, the services provided by them and the Management
Agreements with them A statement of the responsibilities of the Manager and Investment Adviser,
Company Secretary and Administrator of the Company and the assessment of the Manager and
Investment Adwiser by the Management Engagement Committee can be found on page 37
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Shareholder Relations

Shareholder relations are given high priority by the Board, the Manager and the Investment Adviser
The prime means by which the Company communicates with shareholders are the annual and
half-yearly financial reports, which aim to provide sharehelders with a full understanding of the
Company’s activities and 1ts results This information 1s supplemented by the publication of interm
management statements, the daily calculation of the NAVs of the UK Equity, Global Equity and
Managed Liquidity Portfolios and the weekly calculation of the NAV of the Hedge Fund Shares, which
are published via the Stock Exchange and monthly and daily factsheets A presentation 1s made by
some of the indwidual Portfolio Managers following the business of the AGM each year Shareholders
have the opporturity to communicate directly with the Board, Chairman and the Chairmen of the
Commuttees of the Board at the AGM  All shareholders are encouraged to attend the AGM

There s a regular dialogue between the Manager and indivedual major shareholders to discuss aspects
of investment performance, governance and strategy and to listen to shareholder views in order to
help develop a balanced understanding of their 1ssues and concerns General presentations to both
institutional sharehclders and analysts follow the publication of the annual finanaal results All
meetings between the Manager and institutional shareholders are regularly reported to the Board

It 15 the intention of the Board that the annual financial report and the notice of the AGM be 1ssued
to shareholders so as to provide at least twenty working days’ notice of the AGM Shareholders
wishing to lodge questions In advance of the AGM are invited to do so, either on the reverse of the
proxy card or in writing to the Company Secretary at the address given on page 23 At other times
the Company responds to letters from shareholders on a range of issues

Shareholders can also visit the Manager's website at wwawv invescoperpetual co uk/investmentirusts n
order to access copies of annual and half-yearly financial reports, interim management statements,
shareholder circulars, Company factsheets, Stock Exchange announcements, schedule of matters
reserved for the Board, terms of reference of Board Committees, Directors’ letters of appontment,
various corporate governance policies, the Company's Share price, and proxy veting results

Stewardship

The Board considers that the Company has a responsibility as a shareholder towards ensuring that
high standards of corporate governance are maintained in the companies in which it invests 1o
achieve this, the Board does not seek to intervene in daily management decisions, but aims to
support high standards of governance and, where necessary, will take the initrative to ensure these
standards are met The principal means of putting shareholder responsibility into practice 1s through
the exercise of voting nghts Your Company’s voting rights are exerased on an informed and
independent basis and are not simply passed back to the company concerned for discretionary
voting by its chairman

The Company’s stewardship functions have been delegated to the Manager The Manager has
adopted a clear and considered policy towards its responsibility as a shareholder on behalf of the
Company As part of this policy, the Manager takes steps to satisfy riself about the extent to which the
companies in which 1t invests look after shareholders’ value and comply with local recommendations
and practices, such as the UK Corporate Governance Code A copy of the Manager's Policy on
Gorporate Governance and stewardship can be found at www invescoperpetual co uk

By order of the Board

[ fou

Invesco Asset Management Limited
Company Secretary
30 Finsbury Square
London EC2A 1AG

27 September 2011
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in respect of the preparation of the annual financial report

The Directors are responsible for preparing the annual financial report in accordance with applicable
law and regulatrons

Company law requires the Directors to prepare financral statements for each finanoial year Under the
law the Directors have elected to prepare fmancial statements in accordance with United Kingdom
Generally Accepted Accounting Practice Under company law, the Directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the Company and of the prefit or loss of the Company for that period

In preparing these financal statements, the Directors are required to
* select sutable accounting pohaes and then apply thermn consistently,
* make Judgements and estimates that are reasonable and prudent, and

= state whether applicable accounting standards have been followed, subject to any matenial
departures disclosed and explained in the financial statements

The Drrectors are responsible for keeping adequate accounting records that are sufficient 1o snow and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and which enable them to ensure that the financial statements comply with
the Companies Act 2006 They have general responsibility for taking such steps as are reasonably
open to them to safequard the assets of the Company and to prevent and detect fraud and other
irregularities

Under applicable law and regulations, the Directors are also responsible for preparing a Directors’
Report, a Directors’ Remuneration Report and a Corporate Governance Statement that comply with
that law and those regulations

The Directors who held office at the date of approval of the Report of the Directors confirm that

= 1n so far as they are aware, there s no relevant audit information of which the Company's
Auditors are unaware, and

= each Director has taken all the steps that he ought to have taken as a Director in order to make
himself aware of any relevant audit infermation and to establish that the Company’s Auditors are
aware of that infermation

The Directors of the Company each confirm to the best of therr knowledge that

+ the financal statements, prepared in accordance with the applicable set of accounting standards,
give a true and fair view of the assets, habilities, financial position and profit of the Company, and

« this annual financial report iIncludes a fair review of the development and performance of the
business and the posrion of the Company together with a description of the principal risks and
uncertainties that 1t faces

Signed on behalf of the Board of Directors

Patrick Gifford @f;\_ A %71/\ A

Chairman

27 September 2011
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DIRECTORS" REMUNERATION REPORT

FOR THE YEAR ENDED 31 MAY 2011

The Board presents this Remuneration Report which has been prepared under the requirements of
schedule 8 of the Large and Medium-sized Companies and Group Regulations 2008 An Ordinary
Resolution for the approval of this Report will be put to shareholders at the Annual General Meeting
{AGM} The Company’s Auditors are required to audrt certain of the disclosures provided in this
Report Where disclosures have been audited, they are indicated in this Report The Auditors” opinion
15 included in their report on pages 50 and 51

Remuneration Responsibilities

The Board has resolved that a remuneration committee 1s not approprate for a company of this size
and nature Remuneration responsibilities are therefore regarded as part of the Board's responsibilities
to be addressed regularly as a whole

All Directors are non-executive and all participate In meetings of the Board at which Directors’
remuneration 1s considered The Board seeks adwvice, inter ala, from the Company Secretary, Invesco
Asset Management Lirmited, when considenng the level of Directors’ fees

Policy on Directors’ Remuneration

The Beard’s policy 15 that the remuneration of non-executive Directors should be fair and reasonable in
relation to the time commitment and respensibilities of the Directors It 1s intended that this policy will
continue for the year ending 31 May 2012 and subsequent years

Duning the year the Board reviewed Directors’ remuneration taking into consideration the increasing
demands on and accountability of directors as a result of changes to corporate governance and other
regulatory requirements, and that there has been no increase since the launch of the Company in
2006 As a result, the Directors’ emoluments were increased as follows with effect from 1 December
2010

Chairman from £27,500 tc £30,000 pa,
Chairman of the Audit Commitee from £22,000 to £24,000 pa, and
Directors from £18,5C0 to £20,000 pa

Fees for the Directors are determined by the Board within the limits stated in the Company’s Articles
of Association The maximum currently dictated by the Company's Articles of Association 1s £200,000
In aggregate per annum The Directors are not eligible for bonuses, pension benefits, share optiens or
other incentives or benefits

Service Contracts

All Directors have letiers of appomtment which are availlable for inspection at the AGM, on the
Company’s website and at the Registered Office of the Company The Company has no employees
other than the non-executive Directors

Under the Articles of Assoaation of the Company, the terms of the Directors’ appointment provide that
a Director shall retire and be subject to election at the first AGM after appoiniment and re-election at
least every three years thereafter The terms also provide that a Director may be removed from office
without notice and that no compensation will be due on leaving office

The Company's Performance

The Directors’ Remuneration Report Regulations 2002 require that a performance graph be included
with the Directors’ Remuneration Report which compares the total return to each class of shareholder
to a notional total return of a broad market index The Directors do not consider that & single graph
for the Company’s Portfalios would be meaningful However, graphs for each of the Portfolios are
shown on pages 2 and 3
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Directors” Emcluments for the Year {Audited)

The Directors who served during the year to 31 May 2011 recewved the following emoluments in the
form of fees

2011 2010

£ £

Patrick Gifford {Chairman) 28,750 27,500
Sir Michael Bunbury (Audit Committee Chairman) 23,000 22,000
Alan Clhifton 18,250 18,500
Dawvid Rosier 19,250 18,500
John Martin (retired 1 Novemnber 2010} 7,696 18,500
Total 97,946 105,000

Approval
The Directors’ Remuneration Report was approved by the Board of Directors on 27 September 2011

Signed on behalf of the Board of Directors

Patrick Gifford 6)6;& W %w

Chairman

49
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INDEPENDENT AUDITOR'S REPORT

to the members of Invesca Perpetual Select Trust plc

We have audited the financial statements of Invesco Perpetual Select Trust plc for the year ended

31 May 2011 which comprise the income statement, the reconcliation of movements in shareholders’
funds, the balance sheet, the cash flow statement, reconciliation of net cash flow to movement in net
debt, and the related notes 1 t¢ 18 The financial reporting framework that has been applied in therr
preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice)

Thrs report 15 made solely to the Company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Compantes Act 2006 Our audit work has been undertaken so that we might state to
the Company's members those matiers we are required to state to them m an auditor's report and for
no other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members as a body, for our audit work, for this
report, or for the opmicns we have formed

Respective Respansibilities of Directors and Auditors

As explained more fully in the Drectors’ Responsibibity Statemerit set out on page 47, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair vew Our responsibility 1s to audit and express an opinion on the financial statements in
accordance with applicable law and International Standards on Audiing (UK and freland) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the Audit of the Financial Statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements
sufficient to give reascnable assurance that the financial statements are free from matenial
misstatement, whether caused by fraud or error Thus includes an assessment of whether the
accounting policies are appropriate to the Company's circumstances and have been consistently and
adequately disclosed, the reasonableness of significant accounting estimates made by the directors,
and the overall presentation of 1the finanoal statements In addihon, we read all the finanoial and
non-financial Information mn the annual report to 1dentify material inconsistencies with the audited
finanaal statements if we become aware of any apparent materal misstatements or inconsistencies
we consider the imphcanons for our report

Opinion on Financial Statements
In our opimion the finanaal statements

. give a true and farr view of the state of the Company’s affairs as at 31 May 2011 and of its net
return for the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

. have been prepared in accordance with the requirements of the Companies Act 2006
Opinton on Other Matters Prescribed by the Companies Act 2006
In our opinion

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

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

Matters on which we are Required to Report by Exception
We have nothing to report in respect of the following
Under the Companies Act 2006 we are required to report to you If, In our opinton

. adequate accounting records have not been kept ar returns adequate for our audt have not
been received from branches not visited by us, or

. the financial statements and the part of the Drrectors’ Remuneration Report to be audited are
not in agreement with the accounting records and returns, or
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. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not receved all the information and explanations we require for our audit
Under the Listing Rules we ara required to review

. the Directors’ statement, set out on page 41, in relation to going concern,

. the parts of the Corporate Governance Statement refating to the Company’s compliance with
the nine provisions of the June 2008 Combined Code specified for our review, and

. certain elements of the report to shareholders by the Beard on director's remuneration

Eensk E,\‘{Ow\\rt.] WLP |

Caroline Gulliver {(Senior Stafutory Auditor)

for and on behalf of
Ernst & Young LLP
Statutory Auditor
Londen

27 September 2011



INCOME STATEMENT
FOR THE YEAR ENDED 31 MAY

201 2010
REVENUE CAPITAL TOTAL REVENUE  CAPITAL TOTAL
NOTES £000 £000 £'000 £:000 £'000 £000

Gains on investments 9 - 10,632 10,632 - 14,272 147272
Foreign exchange {losses)y/gains - {52) (52) - 17 17
Income 2 2,903 328 3,231 2,752 - 2,752
Management fees 3 {164) {416} (580) {142) {358} (500)
Performance fees 3 - (111) (111) - - -
Cther expenses 4 (37h {2) {379) {429 (5) {434)
Net return before finance

costs and taxation 2,362 10,379 12,741 2,181 13,926 16,107
Finance costs 5 (39) {104} (143) 40 {108) (148)
Return on ordinary activities

before tax 2,323 10,275 12,598 2,141 13,818 15,959
Tax on ordinary activities 6 (105) - (105) 81} - {81)

Return on ordinary activities
after tax for the financial year 2,218 10,275 12,493 2,060 13,818 15,878

Basic return per ordinary share 7

— UK Equrty Share Portfolio 41p 19 5p 23 6p 37p 11 4p 15 1p
— Global Equity Share Portfolio 20p 8 5p 105p 15p 214p 22 9p
— Hedge Fund Share Portfolio (0 S)p (0 7ip {12)p ©5p 80p 7 5p
- Managed Liquidity Share Portfohio 05p - 05p 03p 11p 14p

The total column of this statement represents the Company’s profit and loss account, prepared In
accordance with UK Accounting Standards The supplementary revenue and capital columns are
prepared in accordance with the Statement of Recommended Practice 1ssued by the Association of
Investment Companies All items n the above statement derive from continuing operations and the
Company has no other gains or losses Therefore no statement of recognised gains or losses 1s
presented No operations were acquired or discontinued in the period Income statements for the
different Share classes are shown on pages 10, 14, 19 and 21 for the UK Equity, Global Equity, Hedge
Fund and Managed Liquidity Share Portfolios respectively

The accompanying notes are an integral part of this statement
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RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS >3

FOR THE YEAR ENDED 31 MAY

SHARE CAPITAL
SHARE  PREMIUM SPECIAL REDEMPTION CAPITAL REVENUE
CAPITAL  ACCOUNT RESERVE RESERVE RESERVES RESERVE TOTAL
£000 £000 £000 £000 £000 £000 £000
At 31 May 2008 1,253 1,290 114,324 134 {14,690) 53 102,364
Cancellation of deferred shares - - (10) 10 - - -
Shares bought back and
cancelled/held in treasury {182) - {17,401) 179 - - (17.404)
Realised gains on disposal
of Investrnents - - - - 2,360 - 2,360
Movement 1n investment
holding gains - - - - 11,912 - 11,912
Foreign exchange gains - - - - 17 - 17
Charged to capnal
- management fees - - - - {358 - (358)
— other expenses - - - - (5} - (5)
— finance costs ~ - - - {108) - (108)
Revenue return on ordinary
actvities per the income
statermant - - - - - 2,060 2,060
Dividends — note 8 - - {17 - - 2,113) (2,130}
At 31 May 2010 1,071 1,290 96,896 323 (872) ~ 98,708
Cancellation of deferred shares - - (1} 1 - - -
Shares bought back and
held in treasury - - (7,278} - - - (7,278)
Reahised gains on disposal
of investments - - - - 2261 - 2,261
Movermeant in investment
holding gains - - - - 8,371 - 8,371
Foreign exchange losses - - - - (52) - (52}
Special dwvidend taken
to capital - - - - 328 - 328
Charged to capital
- management fees - - - - 416) - (416)
- performance fees - - - - (111 - {(111)
— other expenses - - - - 2) - {2)
— finance costs - - - - (104) - {104)

Revenue return on ordinary

activities per the income

statement - - - - - 2,218 2,218
Dwvidends — note 8 - - - - 22i1) (2,211)

As at 31 May 2011 1,071 1,290 89,617 324 9,403 7 101,712

The accompanying niotes are an infegraf part of this statement
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BALANCE SHEET

AS AT 31 MAY 2011

UK GLOBAL HEDGE MANAGED
EQUITY EQUITY FUND LIQUIDITY TOTAL
NOTES £'000 £'000 £000 £000 £'000
Fixed assets
Investments held at farr value
through profit or loss 9 49,734 38,170 13,412 8,617 109,933
Current assets
Deptors 10 560 225 40 b4 2889
Cash and short-term deposits 36 364 - - 400
596 589 40 64 1,289
Creditors amounts falling due
within one year 1 (8,113 {(121) (1,112) (164) (9,510)
Net current {lrabilities)/assets (7.517) 468 (1,072 (100) (8,22M)
Net assets 42,217 38,638 12,340 8517 101,712
Shareholders’ funds
Share capital 12(b) 457 362 136 116 1,071
Share prermium account 13 - - 1,290 - 1,290
Special reserve 13 40,750 31,394 9,488 7,985 89,617
Capital redemption reserve 13 73 78 19 154 324
Capital reserves 13 773 6,620 1,763 247 9,403
Revenue reserve 13 164 184 {356) 15 7
Shareholders’ funds 42,217 38,638 12,340 8,517 101,712
Net asset value per ordinary
share — basic and diluted 14 105 3p 1209p 112 1p 102 3p

These financial statements were approved and authorised for 1ssue by the Board of Directors on

27 September 2011

Signed on behalf of the Board of Directors

Patnick Gifford

The accompanying notes are an integral part of this statement




BALANCE SHEET
AS AT 31 MAY 2010

INVESCO PERPETUAL SELECT TRUST PLC

UK GLOBAL HEDGE MANAGED
EQUITY EQUITY FUND LIQUIDITY TOTAL
NOTES £'000 £000 £'000 £'000 £'000
Fixed assets
Investmenits held at fair value
through profit or loss 9 39,087 36,278 15,933 12,969 105,167
Current assets
Debtors 10 286 167 6 220 €679
Cash and short-term deposits 159 305 2 606 1,072
445 472 8 826 1,751
Creditors amounts falling due
within one year 1 {6,693) (283) (327) (907) {8,210}
Net current (liabilities)/assets {6,248) 189 (319) Bn (6,459)
Net assets 33,739 36,467 15,614 12,888 98,708
Shareholders* funds
Share capital 12(» 432 352 150 137 1,071
Share premium account 13 - - 1,290 - 1,290
Speaal reserve 13 39,883 32,077 12,598 12,338 96,896
Capital redemption reserve 13 73 78 19 153 323
Caprtal reserves 13 (6,845) 3,874 1,849 250 (872)
Revenue reserve 13 196 a6 (292) 10 -
Shareholders’ funds 33,739 36,467 15,614 12,888 98,708
Net asset value per ordinary
share — basic and diluted 14 85 7p "1 7p 112 4p 101 8p

The accompanying notes are an integral part of this statement
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MAY

Net cash inflow from operating activities
Servicing of finance

Taxation

Caprtal expenditure and financal investment

Equity dividends paid

Net cash inflow before management
of hquid resources and financing

Management of liquid resources

Financing

{Decrease)/increase in cash

NOTES
15(a)

15(b}

15(b)

15(b)
15(b}

2011
£000
1,847

{(140)
124
5,771

(2,211

5,391

(6,011)

(620)

2010
£000
1,584

{145)
135
15,463

(2,130)

14,907
1,415
(16,078)
244

RECONCILIATION OF NET CASH FLOW TO MOVEMENT

IN NET DEBT

FOR THE YEAR ENDED 31 MAY

(Decrease)/increase In cash

Cashflow from movement in hquid resources
Exchange movements

Cash movements from changes in debt

Movement of debt in year

Net debt at beginning of year

Net debt at end of year

NOTES

15(c)

2011
£'000
620

2
(2.227)

(2,899)
(5,328)

(8,227}

2010
£:000
244
(1,415)
17
(365)

(1,519)
{3,809)

(5,328}

The accompanying notes are an integral part of this staterment
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NOTES TO THE FINANCIAL STATEMENTS 57

1 Accounting Policies

The prncipal accounting policies, all of which have been consistently applied throughout this year and
the preceding year, are set out below

(a} Basis of preparation
{0 Accounting Standards applied
The financial statements have been prepared in accordance with applicable United
Kingdom law and Accounting Standards and with the Statement of Recommended
Practice ("SORP"} ‘Financial Statements of Investment Trust Companies and Venture Capital
Trusts’ 1ssued by the Assocation of Investment Companies in January 2009

() Definttions used in the financral statements
'Portfolio’  the UK Equity Share Portfolio, the Global Equity Share Portfolio, the Hedge
Fund Share Portfolio and/or the Managed Liquidhty Share Portfolio (as the
case may be) Comprising investment portfolio, cash, loans, debtors and
other creditors, which together make up the net assets as shown in the
' balance sheet

‘Shares’ UK Equity Shares, Global Equity Shares, Hedge Fund Shares, Managed
Liguidity Shares and/or Deferred Shares (as the case may be)

of movements in shareholders’ funds, the total column of the balance sheet, the cash flow
statement and the notes to the financial statements

The UK Equity, Global Equity, Hedge Fund and Managed Liquidity Share Portfolios’ income
staternents and summaries of net assets do not represent statutory accounts, are not
reguired under UK Generally Accepted Accounting Practice or the SORP, and are not
audited These have been disdlosed to assist sharehclders’ understanding of the assets and
liabilities, and income and expenses of the different Share classes

In order to better reflect the activities of an investment trust company and in accordance
with guidance 1ssued by the AIC, supplementary information which analyses the income
statement between itemns of a revenue and capital nature has been presented alongside
the income statement In accordance with the Company’s status as a UK investment
compariy under section 833 of the Companies Act 2006, net capital returns may not be
distributed by way of a dwdend Addrionally, the net revenue 1s the measure the Directors
believe appropriate In assessing the Company’s compliance with certain requirerments set
out 1N s1159 of the Corporation Tax Act 2010

()  Functional and presentatronal currency
The Company’s functional currency ts pounds sterling as Its operating actwvities are based
in the UK and a majority of 1ts assets, labilities, income and expenses are in sterling, which
Is also the currency in which these accounts are prepared

(V) Transactions and balances
Transactions in forergn currency, whether of a revenue or capital nature, are translated to
sterling at the rates of exchange ruling on the dates of such transactions Foreign currency
assets and labilities are translated to sterling at the rates of exchange ruling at the balance
sheet date Any gains or losses, whether realised or unrealised, are taken te the capital
reserve or to the revenue account, depending on whether the gain or loss 15 of a capital or
revenue nature All gains and losses are recognised 1n the income statement

Financial instruments

(n  Recogmtion of financial assets and financial habiiitries
The Company recogmses financial assets and financial liabilities when the Company
becomes a party to the contractual provisions of the instrument The Company will offset
financial assets and financial habihties if the Company has a legally enforceable nght to set

The ftnancial statements for the Company comprise the income statement, reconcrliation
(b)
off the recogrised amounts and interests and intends to settle on a net basis
|




58 NOTES TO THE FINANCIAL STATEMENTS

continued

1

(©

(d)

Accounting Policies (continued)

(1)  Derecognition of financial assets
The Company derecognises a financial asset when the contractual nghts to the cash flows
from the asset expire or it transfers the night to receive the contractual cash fiows an the
financaial asset in a transaction in which substantially all the nsks and rewards of ownership
of the financial asset are transferred Any interest in the transferred finanaal asset that is
created or retained by the Company 1s recognised as an asset

{n)  Derecognition of financial abilittes

The Company derecognises financial habilities when its obligations are discharged,
cancelled or expired

{v) Trade date accounting

Purchases and sales of financial assets are recogrised on trade date, being the date on
which the Company commuts to purchase or sell the assets

{v)  Classiicatron and measurement of financial assets and financial habifities
financial assets
The Company's investments are classified as held at fair value through profit or loss

Financial assets held at fair value through profit or loss are initially recognised at fair value,
which 15 taken to be their cost, with transaction costs expensed in the income statement,
and are subsequently valued at fair value

Fair value for investments that are actively traded in organised financial markets 15
determined by reference to stock exchange guoted bid prices at the balance sheet date
For investments that are not actively traded or where active stock exchange quoted bid
prices are not avallable, fair value 15 determined by reference to a vanety of valuation
technigues including broker quotes and price modelling Where there 1s no active market,
unhstedaliquid investments are vafued by the Directors at fair value with regard to the
International Private Equity and Venture Capital Valuation Guidelines and on
recommendations from Invesco’s Pricng Committee, both of which use valuation
technigques such as earmings multiples, recent arm’s [ength transactions and net assets

Financial habiities

Financial habilmes, including borrowings, are initially measured at fair value, net of
transaction costs and are subsequently measured at amortised cost using the effective
Interest methad

Hedging and Derivatives

Forward currency contracts entered into for hedging purposes are valued at the appropriate
forward exchange rate ruling at the balance sheet date Profits or losses on the closure or
revaluation of positions are included in capital reserves

Futures contracts may be entered inte for hedging purposes and any profits and losses on the
closure or revaluation of positions are included in capital reserves

Derwative instruments are valued at fair value in the balance sheet Dervative instruments may
be capital or revenue i nature and, accordingly, changes in therr fair value are recognised in
revenue or capital in the income statement as appropriate

Income

Dividend incorme from investments 1s recogrused when the shareholders’ right to receive
payment has been established, normally the ex-dividend date UK dividends are stated net of
related tax credits Interest income 1s taken to account on an accruals basis and underwriting
commission Is recognised as earned




{e)

0

(g)

(h)

INVESCC PERPETUAL SELECT TRUST PLC

Expenses and finance costs

All expenses are accounted for on an accruals basis Expenses are charged to the income
statement and shown in revenue except where expenses are presented as capital items when a
connection with the maintenance or enhancement of the value of the investments held can be
demonstrated and thus management fees and finance costs are charged to revenue and caprtal
to reflect the Cirectors’ expected long-term view of the nature of the investment returns of each
Portfolo

Finance costs are accounted for on an accruals basis using the effective interest rate method

The management fees and finance costs are charged in accordance with the Board's expected
split of long-term returns, in the form of caprtal gains and income, to the applicable Portfolic as
follows

REVENUE CAPITAL
PORTFOLIO RESERVE RESERVE
UK Equity 30% 70%
Global Equity 30% 70%
Hedge Fund - 100%
Managed Liguidity 100% -

Any entitlement to the nvestment performance fee which 1s attributable to the UK Equity and,
or, the Global Equity Portfolio 1s allocated 100% to capital as it 1s directly attributable to the
capital performance of the investments in that Portfolio

Dividends

Davidends are accrued in the financial statements when there 1s an obligation to pay the
dividends at the balance sheet date

Taxation

Tax expense represents the sum of tax currently payable and deferred tax Any tax payable is
based on taxable profit for the period Taxable profit differs from profit before tax as reported
In the income statement because 1t excludes items of income or expenses that are taxable or
deductible in other years and 1t further excludes items that are never taxable or deductible
The Company’s hability for current tax s calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date

For the Company, any allocation of tax relief 1o capital 15 based on the marginal basis, such that
tax allowable capital expenses are offset against taxable Income Where individual Portfolios
have extra tax capacity ansing from unused tax allowable expenses which can be used by a
different Partfolio, this extra tax capacity is transferred between the Portfolios at a valuation of
1% of the amount transferred

Deferred tax 15 the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and liabilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit, and i1s accounted for using the balance sheet
lability method Deferred tax habilities are recognised for all taxable temporary differences

Deferred tax 1s calculated at the tax rates that are expected to apply in the pericd when the
lrability 1s settled or the asset is realised Deferred tax 1s charged or credited in the Income
statement, except when 1t relates to items charged or credited directly to eguity, in which case
the deferred tax is also dealt with in equity

Investment trusts which have approval under the appropriate tax requlations are not hable for
taxation on capital gains

Cash and cash funds

Cash and cash funds m the balance sheet comprnise cash at bank, short-term deposits and, for
all Portfolios except for the Managed Ligusdity Portfolio, investments in AIM Short-Term
Investments Company (Giobal Senes} PLC, all with a maturity of three months or less
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NOTES TO THE FINANCIAL STATEMENTS

continued
2 Income
UK GLOBAL HEDGE MANAGED COMPANY
EQUITY EQUITY FUND  LIQUIDITY TOTAL
2011 £'000 £000 £000 £000 £000
Income from investments
UK dividends 1,665 194 - - 1,859
UK scrip dividends - 30 - - 30
Qverseas dividends 271 717 - 3 931
Unfranked investment income - interest 2 2 - 78 82
1,878 943 - 81 2,902
Other income
Interest - 1 - — 1
Total Income 1,878 944 - 81 2,903
2010
Income from investments
UK dvidends 1,564 218 - - 1,782
UK scrip dividends 35 27 - - 62
Overseas dividends 196 568 - 15 779
Unfranked investment income — interest 3 - - 113 116
1,798 813 - 128 2,739
Other income
Interest 6 1 - 2 9
Underwriting and sundry 4 - - - 4
Total income 1,808 814 - 130 2,752

Special dividends receved In UK Equity of £328,000 (2010 £nil) have been recogmised in capital

3  Management fees
(a} Management fees charged

UK GLOBAL HEDGE MANAGED COMPANY
EQUITY EQUITY FUND  LIQUIDITY TOTAL
£'000 £000 £000 £'000 £'000
2011
Management fee
- charged to revenue 80 84 - - 164
- charged to capital 187 195 34 - 416
Total management fee 267 279 34 - 580
2010
Management fee
— charged 10 revenue 53 84 - 5 142
— charged to caprtal 122 196 40 - 358
Total management fee 175 280 40 5 500

The UK Equity Portfolio management fee for 2010 was reduced by £102,000 following an
overcharge of fees from inception in 2006 to 31 May 2009 This reduction was credited
£30,000 to revenue and £72,000 to capital

After underperformance brought forward, the UK Equity Portfolio eamed a perfermance fee of
£111,000 in the year (2010 no performance fees arose), which 1s charged wholly to capitat The
Global Equity Portfolio performance fee for 2009 was paid in the year

(b) Detalls of management fees

Details of the investment management agreement, are given on page 37 in the Report of the
Directors Details of the fees payable on the Fauchter Managed Funds which comprise the
Hedge Fund Share Portfolio are also given
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4 Other expenses

UK GLOBAL HEDGE MANAGED COMPANY
EQUITY EQUITY FUND  LIQUIDITY TOTAL
£'000 £000 £000 £000 £7000
20M
Charged to revenue
Directors’ fees 35 37 14 12 98

Fees payable to the Company’s Auditor

for the audit of the annual financial

staternents 9 9 3 2 23
Fees payable to the Company’s Auditor

and its associates for other services

— relating to taxation 3 2 1 - 6

Other expenses 96 92 46 16 250
143 140 64 30 377

Charged to capital
Transaction costs 1 1 - - 2
Total 144 141 64 30 379
2010
Charged to revenue
Directors’ fees 33 32 18 22 105

Fees payable to the Company’s Auditor

for the audit of the annual financial

statements 6 6 3 2 17
Fees payable to the Company’s Auditor

and its associates for other services

- relating to taxation 2 2 8 1 13
Other expenses a0 96 50 58 294
131 136 79 a3 429

Charged to caprtal
Transaction costs 3 2 - - 5
Total 134 138 79 83 434

5  Finance Costs

UK GLOBAL HEDGE MANAGED COMPANY
EQUITY EQUITY FUND  LIQUIDITY TOTAL
201 £°000 £:000 £'000 £'000 £000
Interest payable on borrowings
repayable within one year as follows
Charged to revenue 39 - - - 39
Charged to capital 89 - 15 - 104
Total 128 - 15 - 143
2010
Interest payable on borrowings
repayable within one year as follows
Charged to revenue 40 - - - 40
Charged to capital 93 1 14 - 108

Total 133 1 14 - 148
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NOTES TO THE FINANCIAL STATEMENTS

continued
6 Taxation
(a) Current tax charge
UK GLOBAL HEDGE MANAGED COMPANY
EQUITY EQUITY FUND  LIQUIDITY TOTAL
2011 £000 £°000 £000 £000 £000
QOverseas tax 31 74 - - 105
2010
Qverseas tax 25 56 - - 81
The accounting pelicy for taxation 1s disclosed i note 14{g)
(b) Reconciliation of current tax charge
UK GLOBAL HEDGE MANAGED COMPANY
EQUITY EQUITY FUND  LIQUIDITY TOTAL
£°000 £000 £'000 £000 £000
2011
Return on ordinary actvities
before taxation 9,234 3,466 (150) 48 12,598
UK Corporation Tax rate of 27 67% 2,555 959 (42) 13 3,485
Effect of
— Gains on investments {2,215} (814) 5 1 (3,023)
— Losses/{gains) on foreign exchange - ()] 6 - 5
~ Non taxable scnp dividends - (8) - - (8)
— UK dondends which are not taxable {as1) (62) - - {523)
— Qverseas dividends which are not
taxable (58) {178) - - (236)
— Overseas tax Edl 74 - - 105
~ Drsallowable expenses - - - {1 (1)
~ Accrued income taxable on receipt - (5) - - (5)
~ Excess expenses for the year
carned forward 166 109 3 - 306
— Transfer of expenses between
Portfolios
- revenue expenses at 26 67% 13 - - (13) -
Current tax charge for the year 31 74 - - 105
2010
Return on ordinary activiies
before taxation 6,448 8,144 1,123 244 15,859
UK Corporation Tax rate of 28% 1,805 2,280 314 68 4,467
Effect of
~ Gains on Investments (1,426) {2,162} {352) (57) (3,997
- Lossesf{igains) on foreign
exchange 3 8 - - {5
— UK dmdends which are not
taxable (448) (69) - - 17
- Overseas dividends which are
not taxable (55) {138) - - (193)
— Overseas tax 25 56 - - 81
— Excess expenses for the year
carned forward 110 97 38 - 245
— Transfer of expenses
between Portfolios
- revenue expenses at 27% 11 - - (11} -
Current tax charge for the year 25 56 - - 81
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Given the Company’s status as an mvestrnent trust, and the intention to continue meeting the
conditions required to obtain the necessary approval in the foreseeable future, the Company has
not provided any UK corporaticn tax on any realised or unrealised capital gains or losses artsing

on Investments

(c) Factors that may affect future tax charges
The Coempany has excess management expenses and loan relaticnship deficits of £2,007,000
(2010 £860,000) that are available to offset future taxable revenue A deferred tax asset of
£524,000 (2010 £241,000) has not been recognised in respect of these expenses since they
are recoverable only to the extent that the Company has sufficient future taxable revenue
against which they may be set

7 Basic return per Ordinary Share
Basic revenue, capital and total return per ordinary share 1s based on the returns on ordinary activities
after taxation as shown by the thcome statement for the applicable Share class and on the following
number of Shares being the werghted average number of Shares in 1ssue throughout the year for each

apphcable Share class

SHARE

UK Eguity

Global Equrty
Hedge Fund
Managed Liguidity

2 Dwdends

AVERAGE NUMBER OF SHARES

2011
38,981,102
32,455,572
12,736,626
10,514,144

2010

42,528,103
35,278,074
14,910,221
17,867,313

Dwidends paid for each applicable Share class, which represent distributions for the purpose of 51159
of the Corporation Tax Act 2010, follow

UK Equity
First interim
Second internm

Global Equity
First iIntenm
Second interim

Managed Liquidity
First internim

Total paid in respect of
the year

NUMBER
OF SHARES

38,249,001
38,669,957

32,203,164
32,255,274

9,283,030

2011
DIVIDEND  TOTAL
RATE (PENCE) £000
1865 631
255 986
420 1,617
045 145
125 403
170 548
050 46
050 46

2,211

2010

NUMBER ,DIVIDEND TOTAL
OF SHARES RATE (PENCE) £7000
45,161,268 165 745
39,167,799 215 842
380 1,587

35,329,468 045 159
34,322,023 090 309
135 468

18,756,237 040 75
040 75

2,130
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NOTES TO THE FINANCIAL STATEMENTS

continued

9 |nvestments held at fair value

{a) Analysis of investments by listing status

201 2010

£000 £'000

UK Iisted investments 45,249 42,466
UK unlisted mvestments 500 500
Qverseas listed investments (1 50,780 46,268
Instruments evidenaing funds of hedge funds 13,412 15,933
109,933 105,167

(it Indudes the AIM Short-Term Investments Company (Global Series) PLC investrment held by
the Managed Liquidity Portfolio of £340,000 {2010 £nil)

{b) Analysis of investments gains/(losses)

2011 2010
£'000 £'000
Opening valuation 105,167 106,298
Movements i year
Purchases at cost 28611 52,781
Sales — proceeds (34,477) (68,184}
- net realised gains on sales 2,261 2,360
Movement in Investment holding gains in year 8,371 11,912
Closing valuation 109,933 105,167
Closing bock cost 89,723 103,329
Closing nvestment holding gains 10,210 1,838
Closing valuation 109,933 105,167
Realised gains based on historical cost 2,261 2,360
Movement in investment holding gains in year 8,371 11,912
Gains on investments 10,632 14,272

{©) Transaction costs
Transaction costs were £96,000(2010 £95,000) on purchases and £44,000(2010 £61,000) cnsales

10 Debtors

2011 2010
£000 £'000
Amounts due from brckers 249 -
Taxation recoverable 129 261
Prepayments and accrued income 511 418
289 679

11 Creditors amounts falling due within one year
2011 2010
£000 £000
QOverdraft 127 -
Bank [oan 8,500 6,400
Shares bought back 1 961
Taxation payable 149 149
Amaounts due to brokers 161 37
Performance fee accrued 292 339
Accruals 280 324
9,510 8,210

At the year end the Company had a maximum uncommitted overdraft facility of 109 of net assets
and & £15 million committed 364 day multcurrency revolving credrt facility, which 1s due for renewal
an 26 Apnl 2012, both with The Bank of New Yark Mellon
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(a) Share Capital
Authorised
2011 2010
ORDINARY SHARES OF 1P EACH NUMBER £'000 NUMBER £'000
UK Equrty 200,000,000 2,000 200,000,000 2,000
Glokal Equity 200,000,000 2,000 200,000,000 2,000
Hedge Fund 200,000,000 2,000 200,000,000 2,000
Managed Liguidity 200,000,000 2,000 200,000,000 2,000
A 100,000,000 1,000 100,000,000 1,000
900,000,000 9,000 800,000,000 9,000
Deferred shares of 1p each 105,000,000 1,050 105,000,000 1,050
1,005,000,000 10,050 1,005,000,000 10,050
(b} Movements in Share Capital During the Year
Issued and fully paid
TOTAL
UK GLOBAL HEDGE MANAGED SHARE
EQUITY EQUITY FUND LIQUIDITY CAPITAL
ORDINARY SHARES {(NUMBER)
At 31 May 2010 39,359,201 32,643,164 13,895,086 12,663,480 98,560,931
Shares bought back into treasury (1,764,000} (1,676,0000 (1,528,000) (2,330,000) (7,238,000
Arsing on share conversion
— October 2010 923,756 741,110 (566,799} (1,110,451} (12,384)
— Apnl 2011 1,562,424 203,364 (790,477 (898,644) 76,667
At 31 May 2011 40,081,381 31,971,638 11,009,810 8,324,385 91,387,214
TREASURY SHARES (NUMBER)
At 31 May 2010 3,801,000 2,600,000 1,100,000 995,500 8,496,500
Shares bought back into treasury 1,764,000 1,616,000 1,528,000 2,330,000 7,238,000
Treasury shares cancelled - - - - -
At 31 May 2011 5565000 4,216,000 2,628,000 3,325,500 15,734,500
ORDINARY SHARES (£'000)
At 31 May 2010 394 326 139 127 986
Shares bought back into treasury (18) (16) (15 23 {72)
Ansing on share conversion
- October 2010 ] 8 (3} an -
— April 2011 16 2 (8) ), -
At 31 May 2011 4 320 110 83 914
TREASURY SHARES (£°000)
At 31 May 2010 38 26 11 10 85
Shares bought back into treasury 18 16 15 23 72
Treasury shares cancelled - - - - -
At 31 May 2011 56 42 26 33 157
TOTAL SHARE CAPITAL {£°000)
Grdinary share capital 401 320 110 83 914
Treasury share capital 56 42 26 33 157
Total share capital 457 362 136 116 1,01
Average buy back price 88 8p 10 1p 103 3p 98 8p

As part of the conversion process 157,938 (2010 980,200} deferred shares of 1p each were created and
subsequently cancelled during the year No deferred shares were In 1ssue at the start or end of the year
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continued

12 Share Capital and Reserves (continued)
() Movements in Share Capital after the year end to 27 September 2011

UK GLOBAL HEDGE MANAGED
EQUITY EQUITY FUND LIQUIDITY

ORDINARY SHARES
Shares bought back into treasury 571,000 186,000 412,000 142,000
Average buy back price 94 8p 105 5p 102 1p 99 2p

{d) Dwdend and Voting Rights
Each of the classes of Shares have the night to recewe the revenue profits of the Company
attributable to the Portfolio relating to that class of Shares as determined to be distributed by
way of interim and/or final dividend at such times as the Board determines

Shares do not carry a fixed number of votes At general meetngs of the Company the voting nghts
of each Share are deterrmined by reference to the NAV of the Shares of the relevant class The
relative voung power of each class of Share at the general meeting depends on the number of
Shares of that class in1ssue and the NAV of the Portfolio attnbutable to that class of Shares In
relation to dividends, each class of Shares 1s only able to vote on dividends for that class

As the Portfolios are not legal entrties in their own nght, if the assets of one of the Portfolios
were insufficient to meet 1ts habiities, any shortfall would have to be met from assets of the
other Portfoho(sy

(&) Deferred Shares
The Deferred shares do not carry any rnights to partiapate 1in the Company’s profits, do not
entitle the holder to any repayment of capital on a return of assets (except for the sum of 1p)
and do not carry any right to recewve notice of or attend or vote at any general meeting of the
Company Any Deferred shares that anse as a result of conversions of Shares are cancelled in the
same reporting pened

(f) Future Convertibility of the Shares
Shares are convertible at the option of the holder into any other dass of Shares Further
conversion details are given in the Shareholder Information on page 24

Conversicn from one class of Shares into another 1s on the basis of a ratio denved from the
prevalling underlying net asset value of each class of relevant Shares, calculated shortly before
the date of conversion

The Directors have been advised that conversion of one class of Shares into another will not be
treated as a disposal for UK caprtal gains tax purposes

13 Reserves

The special reserve Is available as distributable profits to be used for all purposes under the Companies Act
2006, induding buy back of shares and payment of dvidends The caprtal redemption reserve arises from
the nominal value of shares bought back and cancelled, this, the share premium and capital reserves are
non-distributable The revenue reserve 1s distnbutable by way of dvidend

The capital reserve Includes investment holding gainsflosses) being the difference between cost and
market value at the balance sheet date, totalling a gain of £10,210,000 (2010 £1,838,000)

14 Net asset values per Share
The net asset value per Share and the net assets attributable at the year end were as follows

ORDINARY SHARES 201 2010
NET ASSET NET ASSET
VALUE PER NET ASSETS VALUE PER NET ASSETS
SHARE ATTRIBUTABLE SHARE ATTRIBUTABLE
PENCE £000 PENCE £'000
UK Equity 1053 42,217 857 33,739
Global Equity 1209 38,638 1117 36,467
Hedge Fund 121 12,340 1124 15,614
Managed Liquidity 102 3 8,517 1018 12,888

Net asset value per Share 1s based on net assets at the year end and on the number of relevant Shares
In 1ssue at the year end
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15 Notes to the cash flow statement
(a) Reconciliation of operating (loss)/profit to operating cash flows

2011 2010

£'000 £000
Total return befare finance costs and taxation 12,741 16,107
Adjustment for gains on Investments (10,632) (14,272}
Adjustrnent for exchange lossesfgans) 52 n
Scrip dividends received as income (30) {62)
(Increase)/decrease in debtors (85) 16
Decrease in creditors (94) (84)
Tax on unfranked investment income - (23)
Cverseas tax (105) (81)
Net cash inflow from operating activities 1,847 1,584

{b) Analysis of cash flow for headings netted in the cash flow statement

2011 2010

£000 £000
Servicing of finance
Interest paid (140) (145)
Net cash outflow from servicing of finarce {140} {145)
Capital expenditure and financral investment
Puschase of investments (28,487} (52,783)
Sale of investments 34,228 68,184
Scrip dividends recerved as Income 30 62
Net cash inflow from capital expenditure and

financial investments 5771 15,463
Management of liquid resources
Decrease in short-term deposits - 1,415
Financing
Share buy back costs (8,238} (16,443)
increase 1In bank borrowings 2,227 365
6,011) (16,078)
() Analysis of changes in net debt
31 MAY CASH EXCHANGE 31 MAY
2010 FLOW MOVEMENTS 20m
£000 £'000 £'000 £000

Cash 1,072 (620} (52) 400
Short-term deposits - - - -
Banrk loan {6,400} {2,100 - {8,500)
Qverdraft - (127} - (127)
Net debt {5,328) {2.847) (52) (8,227}
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continued

16 Risk management, financial assets and habilities

The Company’s financial instruments comprise the four investment portfohos (as shown on pages 9,
13, 18 and 27), cash, borrowings, debtors and creditors that arise directly from its operations such as
sales and purchases awarting settlement and accrued income The accounting policies in note 1
include critersa for the recognition and the basis of measurement applied for financial instruments
Note 1 also includes the basis on which income and expenses ansing from financial assets and
liabilities are recognised and measured

The prinaipal rsks that an investment company faces in 1ts portfolio management activities are set out
below

Market nisk — ansing from fluctuations in the far value or future cash flows of a finanaal
Instrument because of changes in market prices Market nsk comprises three types of risk
currency risk, interest rate nsk and other price nisk

Currency risk — ansing from fluctuations in the fair value or future cash flows of a
financial instrument because of changes in foreign exchange rates,

Interest rate risk — ansing from fluctuations in the fair value or future cash flows of a
financial instrument because of changes in market interest rates, and

Other price risk — ansing from fluctuations in the fair value or future cash flows of a
financial instrument for reasons other than changes in foreign exchange rates or market
mnterest rates

Liquidity nisk — ansing from any difficulty in meeting obligations associated with financial
liabilities

Credit nisk, incorporating counterparty risk — ansing from financial loss for a company
where the other party to a financial instrument fails to discharge an obligation

Risk Management Policies and Procedures

The Directors have delegated tc the Managers the responsibility for the day-to-day nvestment
activiies of the Company as more fully described in the Report of the Directors

As an investment trust the Company invests in equities and other investments for the long-term so as
to meet its Investment objective and policies In pursuing thrs objective, the Company 13 exposed 1o a
vanety of risks that could result in a reduction in the Company’s net assets or a reduction of the
profits avalable for dmdends

The nisks appiicable to the Company and the policies the Company used to manage these nisks for the
two years under review follow

The man nsk that the Company faces anising from its financial instruments 1s market nsk — this risk 15
reviewed In detall below $Since the Company invests mainly in quoted investments traded on
recogrised stock exchanges, iguidity nsk and credit nsk are significantly mitigated

Market Risk

The Company’s Managers assess the indivdual investment portfolio exposures when making each
investment decision for their Portfolios, and momnitor the overall level of market rsk on the whole of
therr investment portfolio on an ongoing basis The Board meets at least quarterly to assess nisk and
review Investment performance for the four Portfolios and the Company, as disdosed in the Board
Responsibility section on pages 42 and 43 Borrowings can be used by the UK Equity, Global Equity
and Hedge Fund Portfolios, however, this wall also increase the Company's exposure to market risk and
volatihty The borrowing imits for these Portfolios are 25%, 20% and 10% of attnibutable net assets,
respectively

Currency Risk

A majority of the Global Egurty Portfolio and a much smaller proportion of the UK Equity Portfolio
include assets, iabvlties and income denominated 1n currencies other than stering As a result,
movements 1t exchange rates will affect the sterling value of those items




Management of Currency Risk

The Managers monitor these two Portfolios’ exposure to foreign currencies on a daily basis and report
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to the Board on a regular basis Ferward currency contracts can be used to hmit the Company’s

exposure to anticipated future changes in exchange rates which are also used to achieve the portfolio

charactenstics that assist the Company In meeting tts investment objective and policies All contracts
are imited to currencies and amounts commensurate with the asset exposure to those currencies
Income denominated in foreign currencies 1s converted to sterling on receipt

Currency Exposure

The far values of the Company’s monetary tems that have currency exposure at 31 May are shown

below Where the Company’s equity mvestments (which are not monetary rtems) are priced in a foreign

currency they have been included separately in the analysis so as to show the overall level of exposure

UK EQUITY PORTFOLIO 31 MAY 31 MAY
2011 2010
£000 £°000

Investments at fair value through profit or loss

Us Dollar 2,747 2,601
Swiss Franc 1,245 -
3,892 2,601

HEDGE PORTFOLIO 31 MAY 31 MAY
2011 2010
£'000 £000

Investments at fair value through profit or loss

Us Dollar 352 -

GLOBAL EQUITY PORTFOLIO

YEAR ENDED 31 MAY 2011

INVESTMENTS

AT FAIR

DEBTORS CREDITORS CURRENCY VALUE

(DUE FROM (DUETO EXPOSURE THROUGH

BROKERS BROKERS ON NET PROFIT OR
AND CASH AT AND  MONETARY LOSS THAT TOTAL NET
DIVIDENDS} BANK ACCRUALS) fTEMS ARE EQUITIES CURRENCY

CURRENCY £000 £000 £'000 £000 £'000 £'000

Australian Dollar - - - - 918 918

Brazikan Real 2 5 - 7 976 983

Euro - - - - 6,650 6,650

Hong Kong Dollar - - - - 4,525 4,525

Indian Rupee - - - - 863 863

Israel Shekel - - - - - -

lapanese Yen 33 - - 33 3,113 3,146

Korean Won - - - - 2,034 2,034

Swiss Franc - - - - 3,619 3,619

Taiwan Dollar - 21 - 21 959 980

US Dollar 34 - {an 23 7,783 7,806

69 26 40)) 84 31,440 31,524

69



70

NOTES TO THE FINANCIAL STATEMENTS
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16 Risk management, financial assets and habilities (continued)
Currency Exposure (continued)
YEAR ENDED 31 MAY 2010

INVESTMENTS

AT FAIR

DEBTORS CREDITORS CURRENCY VALUE

{DUE FROM (DUE TO EXPOSURE THROUGH

BROKERS BROKERS OMN NET PROFIT OR
AND CASH AT AND  MONETARY  LOSSTHAT  TOTAL NET
DIVIDENDS) BANK  ACCRUALS) ITEMS ARE EQUITIES  CURRENCY
CURRENCY £000 £000 £000 £000 £000 £'000
Austrahan Dollar - - - - 637 637
Brazilian Real - - - - 760 760
Euro - - - - 4,690 4,690
Hong Kong Dollar - - - - 3,558 3,558
Indian Rupee - - - - 1,058 1,058
Israel Shekel - - - - 895 895
lapanese Yen 31 - - 3N 5,275 5,306
Korean Won - - - - - -
Swiss Franc - - - - 2,153 2,153
Tanwan Dollar - 343 - 343 - 343
Us Dollar 19 3 - 22 11,672 11,694
50 346 - 396 30,698 31,094

Currency Sensttivity

The tables on the next page illustrate the sensitivity of returns after taxation for the year and equity
with regard to the Company’s monetary financial assets and labilities and exchange rates for the UK
Equity and Global Equity Portfolios

The sensithity analysis 1s based on the Company’s menetary foreign currency financial instruments
held at each balance sheet date and takes account of forward foreign exchange contracts that offset
the effects of changes in currency exchange rates The effect of strengthening or weakening of
sterling against other currencies to which the Company 1s exposed 1s calculated by reference to the
volatility of exchange rates during the year using the standard dewiation of currency fluctuations
against the mean, giving the following exchange rate fluctuations

2011 2010
£/Austrahan Dollar += 4 6% +H—-7 4%
£/Brazilian Real +/-19% +-61%
£/Euro +-2 4% +—-2 4%
£/Hong Kong Dellar +H-30% +-39%
£/Indian Rupee +H-21% +-6 0%
£/israeh Shekel +~-94% +—49%
f/lapanese Yen +-18% +=52%
£/Korean Won +~-17% +-7 1%
£/Mexican Peso +/~ 2 0% +—-6 0%
£/5wss Franc +~-4 5% +—-32%
£/Tawan Dollar +—2 7% +/-50%
£/US Dollar +~-30% +-40%

If sterling had strengthened against the currencies shown by the table above, this would have had the
following after tax effect
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2011 2010
REVENUE CAPITAL TOTAL  REVENUE CAPITAL TOTAL
RETURN RETURN RETURN RETURN RETURN RETURN

UK EQUITY PORTFOLIO

Swiss Franc (1) (56) (57} - - -
Us Dollar @ (82) (86) 7 {104) (111
(5) (138) {143} (7 {104} (1

GLOBAL EQUITY PORTFGOLIO

Australtan Dollar (2) (42) (44} (2 an (49)
Brazilian Real - (18) (18) nm (46} a7
Euro (4} {159) {163) (3 {113} (1186)
Hong Kong Dollar (2} {134 (136) (2) {13%) (141)
Indian Rupee - (18) (18) - (63} (63)
Israeli Shekel - - - - (44 (44)
Japanese Yen (1} (57) (58) (3) (274} (277)
Korean Won - (34) (34) {1} - (N
Mexican Peso - - - (1} - (1)
Swiss Franc 3} {162) (165) (3 {69) (72)
Taiwan Dollar - (25) (25) - - -
us Dollar (5} {233) (238) (6} (467) (473)

(17} {882) {899) (22} (1,262) (1,284)

HEDGE PORTFOLIO
US Dollar - (n (n - - -

if sterling had weakened aganst the currencies shown by the same table above, thus would have had
the following after tax effect

201 2010
REVENUE CAPITAL TOTAL REVENUE CAPITAL TOTAL
RETURN RETURN RETURN RETURN RETURN RETURN

UK EQUITY PORTFOLIO

Swiss Franc 1 56 57 - - _
us Dollar 4 82 86 7 104 11
5 138 143 7 104 11

GLOBAL EQUITY PORTFOLIO

Australian Dollar 2 42 44 2 47 49
Brazilian Real - 18 18 1 46 47
Eurc 4 158 163 3 113 116
Hong Kong Dollar 2 134 136 2 139 141
Indians Rupee - 18 18 - 63 63
Israeh Shekel - - - - 44 44
Japanese Yen 1 57 58 3 274 277
Korean Won - 34 34 1 - 1
Mexican Peso - - - 1 - 1
Swiss Franc 3 162 165 3 69 72
Taiwan Dollar - 25 25 - - -
Us Dollar 5 233 238 6 467 473

17 882 899 22 1,262 1,284

HEDGE PORTFOLIO
Us Dollar - 1 11 - - -
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16 Risk management, financial assets and habilities (continued)
Interast Rate Risk

Interest rate movements may affect the level of income recevable on cash deposits and the interest
payable on vanable rate borrowings When the Company has cash balances, they are held by the
individual Portfolios in vanable rate bank accounts yielding rates of interest dependent on the deposit
rate of the Custodian

The Company has a £15 million, 364 day mutticurrency revolving credit facility of which £7 55 million
(2010 £6 1 milhon} was drawn down by the UK Equity Portfolio and £0 95 million (2010 £0 3 million)
was drawn by the Hedge Fund Portfolio at the year end This facility 15 due for renewal on 25 Aprl 2012
At the maximum possible gearing of £15 millron, the effect of a 0 5% movement in interest rates would
result in a £75,000 movement in the Company’s income statement and net assets The Company also
has a maximum uncommitted overdraft facility of 10% of net assets for settlement and net assets
purposes, of which £127,000 (2010 £nil) was drawn down at the year end

Cther than by any cash held and their borrowings, the UK Equity, Global Equity and Hedge Fund
Portfolios are not directly exposed to interest rate sk The Managed Liguidity mvestment pertfolio at
31 May 2011 compnsed £8 3 millien (2010 £13 million} in the Invesco Perpetual Meney Fund and
£0 3 millien (2010 £nil) In AIM Short-Term Investments Company (Global Seres) PLC (‘AIM STIC')
The income of both these funds 1s dependent on interbank lending rates as described in detaill in the
Investment Manager's Report, the principal amount should, however, remain stable regardless of
Interest rate movemeants

The following table sets out the cash and borrowings exposure at the year end

UK GLOBAL HEDGE MANAGED
EQUITY EQUITY FUND LIQUIDITY TOTAL
£°000 £'000 £'000 £°000 £°000
2011
Cash 36 364 - - 400
Bank loan (7.550) - (950) - (8,500)
Qverdraft - - (124) 3 (127)
2010
Cash 159 305 2 606 1,072
Bank loan (6,100} - (300) - (6,400)
Qverdraft - - - - -

Other Price Risk

Other price nsks (1 @ changes in market prices other than those ansing from interest rate nsk or
currency risk) may affect the value of the equity investments, but 1t s the business of the Managers to
manage the Portfolios to achieve the best returns they can

Management of OQther Price Risk

The Directors monstor the market price nsks inherent in the investment portfolios by meeting regularly
to review the Managers and the investment performances

The Company's Investment portfolios are the result of the Manager's and Investment Adviser’s
Investment processes and as a result are not wholly correlated wath the individual Pertfolios’
benchmarks or the markets in which the Portfolios invest The value of the investment portfolios wal!
not move in line with the markets but will move as a result of the performance of the company shares
within the investment portfolios
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If the value of an investment portfolio moved by 10% at the balance sheet date, the profit after tax
and equity for the year would increase/decrease by the following amounts

MANAGED
UK EQUITY GLOBAL EQUITY HEDGE FUND LIQUIDITY
£°000 £000 £000 £000
2011
Profit after tax increase due to
nise of 10% 4,973 3,817 1,345 862
Profit after tax decrease due to
fall of 10% (4,973) (3,817) (1,345) (862)
2010
Profit after tax increase due to
rise of 10% 3,999 3,628 1,593 1,297
Profit after tax decrease due to
fall of 10% (3,999) (3,628) (1,593) (1,297)
Liquidity Risk

Liguidity nisk 1s mirumised as the majonty of the Company’s investments comprise diversified portfolios
of readily realiseable securrties which can be sold to meet funding commitments The one exception
to this 15 the Hedge Fund Portfolio which, because of the iliquidity of the hedge fund investee
companves, requires four months notice to redeem If required, the Companys borrowing faclities
provide both additional short-term and long-term funding

Credit Risk, incorporating Counterparty Risk

Credit risk encompasses the failure by counterparties to deliver securities which the Company has

paid for, or to pay for secunties which the Company has delivered, and cash balances held by the
Company This caunterparty nisk 1s minimised by using only approved counterparties The Company’s
ability to operate in the short-term may be adversely affected if the Company’s custodian, The Bank

of New York Mellon, or its Manager, Invesce Asset Management Limited, suffers insolvency or other
ftnancial difficulties The Board reviews the custodian’s and the Manager's annual controls reports and
the Manager's management of the relationship with the custodian Cash balances are Imited to a
maximum of £2 5 milien for each Portfolic with any one depoesitary, with only depositaries approved by
the Manager being used, and a maximum in AIM Short-Term Investments Company (Global Series) PLC,
an AAaA-rated money market fund, of £7 million for the Hedge Fund Portfolic and £8 million for the
Managed Liquidity Portfolio

Financial Value Hierarchy Disclosures

The majenty of the Company’s investments are in the Level 1 categery as defined in Financial
Reporting Standard 29 ('FRS 29" 'Finanaial Instruments Disclosures’ The three levels set out in FRS 29
follow

Level 1 — farr value based on guoted prices in active markets for identical assets

Level 2 — fair values based on valuation techniques using observable inputs other than quoted
prices within Level 1

Level 3 - fair values based on valuation techniques using inputs that are not based on
observable market data

Categonisation within the hierarchy 1s determined on the basis of the lowest level input that 15
significant to the fair value measurement of each relevant asset/iability

The valuation technmques used by the Company are explained in the accounting policies note  All quoted
equrty investments are deemed to be Level 1 Level 2 comprises all quoted fixed mcome Investments
together with the Company’s holding of Barclays Bank Nuclear Power Notes and all the investments held
In the Managed Liquidity Portfolio Level 3 investments at the year end comprnise any unguoted securtties
and the mvestments of the Hedge Fund Portfolio There were no transfers between any levels during the
year
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16 Risk management, financial assets and liabilities (continued)

Financial Value of Hierarchy Disclosures {continued}

UK GLOBAL HEDGE  MANAGED
EQUITY EQUITY FUND  LIQUIDITY TOTAL
£000 £°000 £000 £°000 £'000
2011
Financial assets designated at
fatr value through profit or loss
Level 1 49,049 38,170 - - 87,219
Level 2 185 - - 8,617 8,302
Level 3 500 - 13,412 - 13,312
Total for financial assets 49,734 38,170 13,412 8,617 109,933
UK GLOBAL HEDGE  MANAGED
EQUITY EQUITY FUND LiQuIbiTY TOTAL
£000 £'000 £000 £'000 £000
2010
Financial assets designated at
fair value through profit or loss
Level 1 39,323 36,278 - - 75,601
Level 2 164 - - 12,969 13,133
Level 3 500 - 15,933 - 16,433
39,987 36,278 15,933 12,969 105,167
A reconcihation of the fair value movement in Level 3 1s set out below
UK HEDGE
EQUITY FUND TOTAL
£000 £000 £000
2011
Openung fair value 500 15,933 16,433
Purchases at cost - 593 593
Sales — proceeds - (3.097) (3,097)
- net realised gains - (198) (198)
Movement in investment holding gains - 181 181
Closing farr value of Level 3 500 13,412 13,912
UK HEDGE
EQUITY FUND TOTAL
£'000 £000 £000
2010
Opening fair value 344 16,979 17,323
Purchases at cost - 16,162 16,162
Sales - proceeds - (18,434} (18,434)
- net realised gains - 1,909 1,909
Movement in investment holding gains/{losses) 156 (683} (527}
Closing fair value of Level 3 500 15,933 16,433

Maturity Analysis of Contractual Liability Cash Flows

The financial hiabilies of the Company are shown in note 11 The main habilities are the bank loan
and overdraft The bank overdraft is repayable in full on demand, and the bank loan facility falls for
renewal an 25 April 2012 Interest 1s paid monthly Other liabilities comprise any amounts due to

brokers and accruals All are paid under contractual terms




INVESCO PERPETUAL SELECT TRUST PLC

75

Fair values of financial assets and financial habilities

The fair values of the finanaal assets and financial liabilities are either carned in the balance sheet at therr
fair value (investments), or the balance sheet amount 15 a reasonable approximation of fair value (due
from brokers, dividends recewvable, accrued income, due to brokers, accruals, cash at bank and loan)

Capital Management

The Company does not have any externally imposed capital requirements The Campany’s capital 1s as
disclosed 1n the balance sheet and 15 managed on a basis congistent with rts investment gbjective and
policy, as disclosed in the Report of the Directors The principal risks and therr management are
disclosed above

17 Contingencies, guarantees and financial commitments
There were no contingencies, guarantees or financial commitments of the Company at the year end

18 Related party transactions

IAML, a wholly owned subsidiary of Invesco Limited, acts as Manager, Company Secretary and
Administrator to the Company Details of IAMUs services and fees are disclosed in the Report of the
Directors and in note 3 Full details of Directors” interasts are set out in the Report of the Directors on
page 39 There are no other related party transactions
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THIS NOTICE OF ANNUAL GENERAL MEETING IS IMPORTANT AND REQUIRES YOUR IMMEDIATE
ATTENTION If you are in any doubt as to what action to take, you should consult your
stockbroker, solicitor, accountant or other appropriate independent professional adviser
authonised under the Financial Services and Markets Act 2000, If you have sold or otherwise
transferred all your Shares m Invesco Perpetual Select Trust ple, please forward this document
and the accompanying Form of Proxy to the person through whom the sale or transfer was
effected, for transmission to the purchaser or transferee.

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS GIVEN that the Annual General Meeting ('AGM’) of Invesco Perpetual Select Trust plc
will be held at 30 Finsbury Square, London EC2A 1AG at 4 00pm on 15 November 2011 for the
following purposes

Ordinary Business

1 To recewe and adopt the Report of the Directors and Financial Statements for the year ended
31 May 2011

To approve the Directars’ Remuneration Report
To re-elect Sir Michael Bunbury a Director of the Company*

To re-elect Dawvid Rosier a Director of the Company™

% I N S ]

To re-appomnt Ernst & Young LLP as Auditor to the Company and authonise the Directors to
deterrmine ther remuneration

* The Directors’ biographies are shown on page 22 of the annual finanaal report

Special Business

To consider and, if thought fit, to pass the following resclution which will be proposed as an Ordinary
Resalution

6  THAT

the Dwectors be and they are hereby generally and uncondrtionally authanised, for the purpose
of section 551 of the Companies Act 2006 as amended from time to time prior to the date of
passing this resolution (2006 Act') to exercise all the powers of the Company tc allot relevant
securities (as defined in sections 551(3} and (6) of the 2006 Act) up to an aggregate nominal
amount equal to £1,000,000 of UK Equity Shares, £1,000,000 of Global Equity Shares,
£1,000,000 of Hedge Fund Shares and £1,000,000 of Managed Liguidity Shares, provided that
this authority shall expire at the conclusion of the next AGM of the Company or the date falling
fifteen months after the passing of this resolution, whichever 1s the earlier, but so that such
authority shall allow the Company to make offers or agreements before the expiry of this
authority which would or might require relavant secunties to be allotted after such expiry and
the Directors may allot relevant securities in pursuance of such offers or agreements as if the
power conferred hereby had not expired

To consider and, If thought fit, to pass the following reselutions which will be proposed as Special
Resolutions

7 THAT

the Directors be and they are hereby empowered, in accordance with sections 570 and 573 of the
Companies Act 2006 as amended from time to tme prior to the date of the passing of this
resolution (‘2006 Act’} to allot Shares in each class (UK Equity, Global Equity, Hedge Fund and
Managed Liquidrty} for cash, either pursuant to the authority given by resolution 6 set out above or
(if such allotment constitutes the sale of relevant Shares which, immediately before the sale, were
held by the Company as treasury shares) otherwise, as i section 561 of the 2006 Act did not apply
to any such allotment, provided that this power shall be limited

(@ to the allotment of Shares in connection with a rights 1ssue in favour of all holders of a
class of Share where the Shares attributable respectively to the :nterests of all holders of
Shares of such ¢lass are either proportionate {as nearly as may be) to the respective
numbers of relevant Shares held by them or are otherwise allotted in accordance with the
nghts attaching to such Shares (subject in either case to such exclusions or other
arrangements as the Directors may deem necessary or expedient in relation to fractional
entitterments or legal or practical problems under the laws of, or the requirements of, any
regulatory body or any stock exchange in any territory or otherwise),
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(£} to the allotment (otherwise than pursuant to a nghts issue) of equity secuntres up to an
aggregate nominal amount of £39,510 of UK Equity Shares, £31,785 of Global Equity
Shares, £10,597 of Hedge Fund Shares and £8,182 of Managed Liguidity Shares, and

{0 to the allotment of equity securities at a price of not less than the net asset value per
Share as close as practicable to the allotment or sale

and this power shall expire at the conclusion of the next AGM of the Company or the date
fifteen months after the passing of this resolution, whichever is the earlier, but 5o that this
power shall allow the Company to make offers or agreements before the expiry of this power
which would or might require equity securities to be allotted after such expiry as if the power
conferred by this resolution had not expired, and so that words and expressions defined in or for
the purposes of Part 17 of the 2006 Act shali bear the same meanings in this resolution

8 THAT

the Company be generally and subject as hereinafter appears unconditionally authonised
accordance with section 701 of the Companies Act 2006 as amended from time to time prior to
the date of passing this resolution (2006 Act’) to make market purchases (within the meaning
of section 693(4) of the 2006 Act) of its 1ssued Shares in each Share class (UK Equity, Giobal
Equrty, Hedge Fund and Managed Liguidity}

PROVIDED ALWAYS THAT

(3 the maximum number of Shares hereby authorsed to be purchased shall be 14 99% of
each class of the Company’s share capital at 15 November 2011, the date of the Annual
General Meeting (equivalent, at 27 September 2011, to 5,822,606 UK Equity Shares,
4,764,667 Global Equity Shares, 1,588,617 Hedge Fund Shares and 1,226,539 Managed
Liquidity Shares),

() the mmimum price which may be paid for a Share shall be 1p,

(u)  the maximum price which may be paid for a Share in each Share class shall be an amount
equal to 105% of the average of the middle market quotations for a Share taken from
and calculated by reference to the London Stock Exchange Daily Official List for frve
business days immediately preceding the day on which the Share 1s purchased,

(W} any purchase of Shares wll be made in the market far cash at prices below the prevailing
net asset value per Share (as determined by the Directors),

(v the authonity hereby conferred shall expire at the conclusion of the next AGM of the
Company or, if earlier, on the exptry of 15 months from the passing of this resolution
unless the authority is renewed at any other general meeting pnor to such tme, and

(w) the Company may make a contract to purchase Shares under the authonty hereby conferred
prior to the expiry of such authority which will be executed wholly or partly after the expiration
of such authonty and may make a purchase of Shares pursuant to any such contract

9 THAT '
the period of notice required for general meetings of the Company (other than AGMs) shall be not
less than 14 days'
Explanatory Notes to Resolution 9

Notice of period for general meetings

This resolution 1s required as the EU Shareholder Rights Directive reguires the mimmum notice period
for general meetings of companies to be 21 days unless certain conditions are met, in which case it
may be 14 days’ In particular, a shareholder resofution reducing the pertod of notice to not less than
14 days must have been passed at the immedrately preceding AGM This flexibility will be used where
the Board balieves it 1s In the nterests of shareholders as a whole

All Resolutrons proposed under Special Buginess are explained further in the Chairman’s Statement
Dated this 27th September 2011
By order of the Board /
Invesco Asset Management Limited '

Company Secretary h
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Notes

1

A form of appointment of proxy accompanies this annual financial report

A member entitled to attend and vote at the AGM 1s entitled to appoint one or more proxes to attend,
speak and vote in his stead Where more than one proxy 1s appointed, each proxy must be appointed to
exercise the nghts attached to a different Share or Shares A proxy need not be a member of the Company

In crder to be vald an appointment of proxy must be returned by one of the following methods
. via Caprta Registrar's website www caprtashareportal com, or

. in hard copy form by post by counier or by hand to the Company's registrars, Capita Regstrars, PXS,
34 Beckenham Road, Beckenham, Kent BR3 47U, or

. in the case of CREST members, by utilising the CREST electronic proxy appointment service in
accordance with the procedures set out below

and 1n each case to be received by the Company not less than 48 hours before the time of the AGM

The appointment of a proxy (whether by completion of a form of appaintment of praxy, or other instrument
appointing a proxy or any CREST proxy mstruction) does not prevent a member from attending and voting
at the AGM

CREST members who wish to appoint a proxy or proxies by utilising the CREST electronic proxy appeintment
service may do so by utising the procedures descnbed in the CREST Manual CREST Personal Members or
other CREST sponsored members and those CREST members who have appointed a voting service
prowider(s), should refer to their CREST spansor or voting service provider{s} who will be able to take the
appropriate action on their behalt In order for a proxy appointment made by means ot CREST to be valid,
the appropnate CREST message (a "“CREST Proxy Instruction’y must be properly authenticated in accordance
with CRESTCo’ specifications and must contain the information required for such mstructions as described
in the CREST Manual The message, regardless of whether 1t relates to the appomtment of a proxy or to an
amendment to the instruction given to a previously appointed proxy, must, 1n order to be valid, be
transmitted so as to be recewved by the ssuer's agent (ID RA10) by the latest tme(s) for receipt of proxy
appointments specified in this documient For this purpose, tha time of receipt will be taken to be the time
{as deterrmined by the time stamp applied to the message by the CREST Applications Host) from which the
Issuer's agent 15 able to retnieve the message by enquiry to CREST in the manner prescnbed by CREST The
Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)¥a)
of the Uncertificated Securities Regulations 2001 CREST members and, where applicable, ther CREST
sponsors or voting service provider(s) should note that CRESTCo does not make avallable special procedures
In CREST for any particular messages Normal system timings and limitations will therefore apply in relation
to the input of CREST Proxy Instructions It is the responstbility of the CREST member concerned to take or,
if the CREST member 1s a CREST perscnal member or sponsored member or has appointed a voting service
provider(s) to procure that his CREST spensor or voting service pravider(s) take(s) such action as shall be
necessary to ensure that a message Is transmitted by means of the CREST systern by any particular time In
this connection CREST members and, where apphcable, therr CREST sponsors or voling service providers are
referred, 1 particular, to those sections of the CREST Manual concerning practical lmitations of the CREST
systemn and timmgs

A person entered on the Register of Members at close of business on 11 Novernber 2011 {a member’) s
entitled to attend and vote at the Meeting pursuant to Regulation 41 of the Uncertificated Secunities
Regufations 2001 Any changes to the Register of Members after such time and date shall be disregarded in
determining the nghts of any person to attend and/or vote at the Meeling If the Meeting 1s adjourned,
entitlement to attend and vote at the adjourned meating, and the number of votes which may be cast
thereat, will be determined by reference to the Company's register of members 48 hours before the time
fixed for the adjourned meeting

The Register of Directars’ interests, the schedule of matters reserved for the Board, the terms of reference of
the Audit, Management Engagement and Normination Commitiees, and the letters of appointment for
Directors will be available for mspection for at least 15 minutes prior to and during the Company's AGM

A copy of the current Articles of Assoaation are available for mspection at the Registered Office of the
Company during normal business hours an any business day (excluding public holidays) until the close of the
AGM and will also be available at the AGM for at least 15 minutes prior to and during the Meeting

Any corporation which is a shareholder can appoint one or more corporate representatives who may exercise
on its behalf all of its powers as a shareholder provided that they do not do so In relation to the same
shares

Any person to whom this Notice 1s sent who 1s a person nominated under section 146 of the Companies Act
2006 to enjoy information nights {a ‘Norminated Person’) may have a right, under an agreement between
him/her and the shareholder by whom hefshe was nominated, to be appointed {or to have someone else
appointed) as a proxy for the meeting If a Norminated Person has no such proxy appointment right or does
nat wish to exercise it, hefshe may have a right, under such an agreement, to give Instructions to the
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sharehalder as to the exercise of voting nights The statement of the above nghts of the shareholders in
relation to the appomntment of proxies in paragraph 1 above does not apply 1o Nominated Persons Those
rights can enly be exercised by shareholders of the Company

Any member attending the AGM has the right to ask questions The Company must czuse to be answered
any such question relating to the business being dealt with at the AGM but no such answer need be given
if {a) to do so would interfere unduly with the preparation for the AGM or involve the disclosure of
confidential infermation, (b) the answer has already been given on a website in the form of an answer to a
guestion, or {c} it 15 undesirable in the interests of the Company or the good order of the AGM that the
question be answered

You may not use any electronic address (within the meaning of section 333(4) of the Companies Act 2006)
provided in this Notice (or in any related documents including the proxy form) to communicate with the
Company for any purposes other than those expressly stated

As at 27 September 2011 (being the last practicable day prior to the publication of this Notice) the
Company’s issued share capital consists of 39,510,381 UK Equity Shares, 31,785,638 Global Equity Shares,
8,182,385 Managed Liquidity Shares and 10,597,810 Hedge Fund Shares (all excluding shares held in
treasury)

Subject to the Articles, voting takes place on a show of hands with every member who 1s present in person
or by proxy having a nght to vote The number of votes per Share of each class will vary with the Net Asset
Value (‘"NAV") of the respective underlying Portfolio and i1s determined m accordance with the following
formula V = A-B

WHERE

A 15 the number of votes for each Share of a particular class,

A 1s the Portfolio NAV for the relevant Share class and

B i1s the number of Shares of the relevant class in 1ssue (excluding treasury shares)

The value of A-B (the net asset value per Share) for each class s calculated and announced {expressed in
pence) daly in the case of UK Equity Shares, Global Equity Shares and Managed Liquichty Shares and weekly
1n the case of the Hedge Fund Shares

For the purposes of the AGM, the number of votes which may be cast and the total voting nights will be
determined by the number of Shares in 1ssue and the NAV as at a date no more than ten business days prior
to the date of the AGM

A copy of this notice, and other information required by section 311A of the Companies Act 2006, can be
found at www mvescoperpetual co ukfmvestmentirusts

Shareholders should note that it 1s pessible that, pursuant to requests made by members of the Company
under section 527 of the Companies Act 2006 {2006 Act’), the Company may be required o publish on a
website a statement setting out any matter relating to {1) the audit of the Company's accounts including
the auditors’ report and the conduct of the audit) that are to be laid before the AGM for the financial year
beginning on 1 June 2010, er (1) any crrcumstance connected with an auditor of the Company appointed
for the financial year beginming on 1 June 2010 ceasing to hold office since the previous meeting at which
the annual financial report was laid in accordance with section 437 of the 2006 Act {In each casa) that the
members propose to raise at the relevant Annual General Meeting The Company may not require the
mermbers requesting any such website publication to pay Its expenses in complying with sections 527 or 528
of the 2006 Act Where the Company 1s required to place a statement on a website under section 527 of
the 2006 Act, 1t must forward the statement to the Companys auditor not later than the tme when 1t
makes the statement avallable on the website The business which may be dealt with at the AGM includes
any statement that the Company has been required under section 527 of the 2006 Act to publish on a
website
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GLOSSARY OF TERMS

Net Asset Value ("NAV")

The value of the Companiy’s assets, pnncipally investments made in other companies and cash being
held, minus any liabilities for which the Company s responsible {for example, money owed) The NAV
I5 also described as 'shareholders’ funds' The NAV Is often expressed in pence per share after being
dwided by the number of shares which have been issued The NAV per share 15 unlikely to be the
same as the share price which is the price at which the Company’s shares can be bought or sold by
an investor The share price ts determined by the relationship between the demand and supply for
the shares

Discount

A descriptron of the sstuation when the cum income share price 1s lower than the cum Income NAY
per share, with debt taken at amertised cost The size of the discount 15 caleulated by subtracting the
share price from the NAV per share and 1s expressed as a percentage (%) of the NAV per share If the
share pnce 15 higher than the NAV per share, this situation 1s called a premium

Total Return

The combined effect of any dwidends paid, together with the nise or falf in the share price or NAV
Performance comparisons can then be made between investment companies with different dvidend
polices Any dwidends (after tax) received by a shareholder are assumed to have been reinvested (n
either additional shares (to give share price total return) or the Company’s assets (to give NAV total
return)

Gearnng

The gearing percentage reflects the amount of borrowings that a company has invested This figure
indicates the extra amount by which shareholders’ funds would move if a company’s investments were
to rnise or fall A positive percentage indicates the extent to which shareholders’ funds are geared, a nil
gearing percentage, or 'nil’, shows a campany is ungeared A negative percentage indicates that a
company 15 not fully invested

There are several methods of calculating gearing and the following has been used I this report

Gross Gearing

This reflects the amount of gross borrowings tn use by a company and takes no account of any
cash balances It 1s based on gross borrowings as a percentage of shareholders’ funds

Net Gearing

This reflects the amount of net borrowings invested, te borrowings less cash It 1s based on net
borrowangs as a percentage of shareholders’ funds

Total Expense Ratio

The total expenses {(excluding financial costs) incurred by the Company, including those charged to
capital {excluding transaction costs), as a percentage of average net assets (Shareholders’ funds)

Hedge Fund Definitions

Macro These funds take directionzl positions based an their views of macroeconomic and market
trends They primarily use futures, forwards and optrons to implement trades in currency, bend or
equity markets Macro funds have historically delivered a strong and uncorrelated performance, but
with considerable volatility, they can be very attractive in a portfolio context as they tend to thrive at
times of market stress

Equity Long Bias These managers seek to extract returns from both long and short positions in
mndividual equities However, they will have a structurally higher allocation to long pesttions than to
shorts and wall pnmarnly incorporate short positions as a means of dampening valatility, rather than as
a source of alpha We expect Equity Long Bias managers to show an average beta to the MSCI World
Equity Index in excess of O 5 over a market cycle
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Equity Hedged High Volatility These managers seek to extract returns from both long and short

positions in individual equities We do not expect these funds to show an average beta to the MSCI

World Equity Index of mare than O 5 over a market cycle, and they should deliver the majority of their

returns through stock-specific or sector-lavel sk Over a market cycle, we expect these funds to |
exhibit at least two-thirds of the volatility of the MSCI Warld Equity index

Equity Hedged Low Volatihty These managers seek to extract returns from both long and short
positions in individual equities We do not expect these funds to show an average beta to the MSCI
World Equity Index of more than 0 S over a market cycle, and they should deliver the majonity of their
returns through stock-specific or sector-level nsk Qver a market cycle, we expect these funds to
exhibrt less than two-thirds of the volatility of the MSCI World Equity Index

Short Bias A few managers run hedge funds with a consistent short bias, primarily in equities

but also in corporate bonds They vary the degree of gross and net expasure according to their
perception of individual opportunities Unsurprisingly, these funds deliver perfermance which

tends to be negatively correlated to markets, Equity Long Bias funds, and to a number of other
fundamentally-driven hedge fund strategies They often perform well at times of high equity and
hond market volatiity and are attractive in a portfolio context as a form of “value added insurance”

Specialist Credit These funds generate therr returns through long and short positions in corporate

debt Hedging instruments can include creddt default swaps, equities and eguity options Managers

often specialise in certain areas of the credt spectrum, ranging from Distressed and High Yield bonds

to Investment Grade 1ssues |

Event Driven The event driven strategy takes advantage of either announced corporate acticns or
other predefined events that provide an estimated rate of return over a defined time perrod Examples
of such events include mergers, spin-offs, and index rebalances Often there 1s a “spread” between
two or more involved secunities or one secunty and a specfied cash level The principal nisk 1s that the
event does not come to fruition or that the timeline 1s underestimated Generally, only moderate
leverage 1s employed in this strategy

fixed Income Funds within this strategy trade mmterest rate nsk on a relative value and/or directional
basis Typically they express their views through G10 government bond markets, interest swaps and
other OTC and exchange traded derivative contracts As government bonds are Jow volatility
instruments, considerable nominal leverage is often applied

Multiple Strategy This group of hedge funds engages in a combination of the aforementioned
strategres, adding value by dynamically allocating to in-house specialist teams in the areas which they
think are likely to be mast rewarding These funds have further attractions in that they only charge a
performance fee on the net returns achieved across the various strategies in aggregate

Incubator The Incubator Fund is Fauchier Partners’ m house vehicle, through which initial exposure 1s
ganed to funds that have yet 1o develop a statistically-meanmngful track record or theose about which
we feel further understanding must be acquired before we can commit further capital It does not
take large positions in any single fund and does not employ a strategy allocation in its own right

It s frurtful in bullding long-standing relatronships with managers, and early access to hedge funds
provides option-like features to manager capacity It does not charge management fees and does

net accept capital from outside investors
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The Manager of Invesco Perpetual Select Trust plc 1s Invesco Asset
Management Limited

Invesco Asset Management Limited 1s a wholly owned subsidiary of
Invesco Limited and 15 authorised and regulated by the Financial
Services Authority

Invesco Perpetual 1s a business name of Invesco Asset Management
Limited

Invesco 1s one of the largest independent global investment
management firms, with funds under management In excess of
$629 4 billion *

We aim to provide the highest returns available from markets,
through active management, but in a controlled manner,
conscious of the rnisks involved and within our clients” objectives

* Funds under Management as at 31 August 2071
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SPECIALIST FUNDS MANAGED BY INVESCO

Investing for Income, Income Growth and Caprtal Growth (from equrties, fixed interest

securities or property)

Perpetual Income and Growth Investment Trust plc

Aims 1o generate capital growth with a higher than average
incomne from investment, primanly In the UK eguity market Itis
intended that the Company will provide shareholders with real
dividend growth over the mecium-term Dy investing mainly in
above-average yield equities However investments are alse made
In companies with lower initial yields which are considered to
have good potential for mcome growth The Company 1s geared
by a debenture stock and bank debt

Keystone {nvestment Trust plc

Aims 1o prowide shareholders with lang-term growth of capital
mainly from UK investments The Company is geared by way of
debenture stocks

tnvesco Income Growth Trust plc

Aims to provide shareholders with a long-term growth in capital
and real long-term growth in diidends from: an above-average
yielding portfolio compnsing mainly UK equities and equity-related
securities Seeks to achieve a total return in excess of the FTSE
All-Share Index The Company 1s geared by bank debt

Invesco Perpetual Select Trust plc — LK Equity Share
Portfolio

Aims to generate long-term capital and income growth wath real
grawth in dvidends from investment primanly i the UK equity
market The portfolio s geared by bank debt

Invesco Perpetual Select Trust plc — Managed Liquidity
Share Portfolio

Aims to generate a high level of income from a vanety of fixed
income instrurments combined with a high degree of secunty

Invesco Property Income Trust Limited

The Company 15 a closed-ended investment company with limited
hiabiity ncorporated in Jersey The objective Is to provide ordinary
shareholders with an attractive level of ncome together with the

investing 1n Smaller Companies

Invesco Perpetual UK Smaller Companies Investmeant
Trust ple

Aims to achieve long-term total return for 1t's shareholders via an
nvestment vehicte which gives access to a broad cross section of
small to medium size UK-guoted compares The Company may
gear by bank debt

fnvesting Internationally

Invesco Asia Trust plc

Aims to prowde long-term capital growth by investing in 3 diversified
portfolo of Asian and Australasian secunues The Company ams to
achieve growth In 1ts net asset value In excass of the Morgan Stanley
Capital International All Country Asia Pacfic ex Japan index,
measured in sterfing The Cempany s geared by bank debt

Investing for Absolute Returns

Invesco Perpetual Select Trust plc - Hedge Fund Share
Portfolio

Aums to achieve absolute return of 3-manth sterling LIBOR plus
5% per annum over a rolling 5-year penod coupled wath low
volatihity Capital preservation 1s a prionty

Investing in Multiple Asset Classes

Invesco Perpetual Select Trust plc
* UK Equity Share Portfolio

* Global Equity Share Portfolio

= Managed Liquidity Share Portfolic

» Hedge Fund Share Portfoho

prospect of Income and capital growth from investing in
commercal propertres in the UK and Continental Eurgpe
The Company s geared by bank debt

Crty Merchants High Yield Trust plc

Aims to generate a high level of income from a vanety of fixed
Income and/or equity instruments combined with a degree of
secunty The Company Is geared by bark debt

Invesco Leveraged High Yield Fund Limited

A lersey-incorporated closed-ended Company that ams to prowide
a high level of ncome paid gross to UK investors whilst seeking to
maximise total return through investing primanly n a diversifiad
pertfolio of high yelding corporate and government bonds The
Company seeks to balance the attraction of high yield securities
with the need for protection of capital and to manage volatiity
The Company s highly geared

Invesco Perpetual Recovery Trust 2011 ple

A split-capital investment trust wath crdinary income shares zero
dividend preference shares and units {a combination of the two)
Aims to meet the capital entitlernents of the zero dvdend
preference shares and to maximise the capital and income returns
of the ordinary mcome shares by investing primarnly in equities but
aiso debt securities which are considered to offer recovery
prospects Returns to ordinary income shareholders are geared by
the prior charge of the zero dwidend preference shares The
Company has an inttral life projected to end n 2013

The Edinburgh Investment Trust pl¢
Invests in UK secunities with the fong term objective of achieving

1 anncrease in the Net Assel Value per share by more than the
growth in the FTSE All-Share Index and

2 growth in dividends per share by more than the rate of UK
inflation

The Company is geared by way of two debenture stocks

Invesco Perpetual Select Trust plc - Global Equity Share
Portfolio

Aims to produce long-term capital growth from a sensibly diversrhed
portfolio of International equities {including the UK) The portfoho
comprises the "best ideas” of a number of Invesco Perpetual’s
nvestrment managers The portfolio 1s geared by bark debt

A choice of asset dasses within one investment trust with the
freedom to switch batween them, twice a year free from capital
gains tax hakiiity

Please contact our Investor Services Team on 0B00 085 8677 1f you would like more mformation about the investment trusts or other
specialist funds hsted above Further details are also available on the following website www invescoperpetual co uk/investmentirusts
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