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Objective

Capital and income growth from UK investments

Investment Polictes

- To Invest in a portioho consisting mostly of leading UK companies

- To use long term gearing to increase potential returns to shareholders The
Company’s gearing policy 1s to operate within a range of 95% to 120% invested In
normal market conditions

- To invest no maore than 15% of gross assets in other UK listed investment
companies {Including investment trusts)

- To invest no more than 15% of gross assets in any indvidual investment (ncluding
unit trusts and open ended investment companies)

Further details on investment policies and risk management are given in the
Directors’ Report on page 24

Benchmark

The FTSE All-Share Index

Capital Structure

At 31st December 2011, the Company's share capital comprised 56,765,653 ordinary
shares of 25p each, including 2,031,674 shares held in Treasury

Management Company

The Company employs JPMorgan Asset Management (UK} Limited (JPMAM' or the
‘Manager’} to manage its assets

AlC

The Company is a member of the Association of Investment Companies




Financial Results

Total returns (includes dividends reinvested)

-/.9% -/.6% -3.5%

Return to shareholders’ Return on net assets? Benchmark®
(2010: +15.1%) (2010: +16.8%) (2010: +14.5%)

18.25p

Dividend
(2010:17.5p)

Long Term Performance

Total returns for periods ended 31st December 2011

ssms  JPMorgan Claverhouse - return to shareholders'
mmm  JPMorgan Claverhouse - return on net assets'

wme  Benchmark®

A glossary of terms and definitions 1s provided on page 61
1Source Morningstar

25gurce ) P Morgan
35ource Datastream The Company's benchmark is the FTSE All-Share Index
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Chairman’s Statement

2

Performance and Manager Review

The year to 315t December 2011 proved to be another difficult one for equity markets
and, following a recovery In relative performance in 2010, 1t 15 disappointing to report
that your Company underperfarmed its benchmark, the FTSE All-Share Index The
total return on net assets was negative at -7 6%, compared with the total return on
the benchmark of -3 5% for the year In their report on pages 7 to 13, the Investment
Managers provide a review of the market and portfolio performance and a
breakdown of the factors contributing to performance 1s set out on page 8 The total
return to shareholders was -79%, as the discount widened slightly over the course of
the year from 70% to 7 1%

This result Is particularly disappeinting, especially since t reported in August that for
the first six months of the year total return on net assets was marginally ahead of the
benchmark which itself had shown modest positive performance However, the seeds
of the summer turmoil were already planted In July Eurozone leaders failed to grasp
the critical nisks facing the Euro and a few days later the crisis in the bond markets of
the weaker members of the Eurazone spilled over into equity markets which, once
again tumbled amidst considerable volatihity

Your Company was by no means alone amongst actively managed funds in failing to
outperform its benchmark im 2011 However, the results for the full year show that the
Net Asset Value {{ NAV') per share has underperformed its benchmark for four years
out of the last five, which 15 not satisfactory As sharehoiders will be aware, your
Board has accepted the Manager, J P Morgan Asset Management's (JPMAM’)
assurance that their behavioural finance investment process would, over the
long-term, deliver superior performance However, we did not feel 1t possible to
accept an unchanged approach in the light of the record for the past five years,
however well the JPMAM behavioural finance process may have worked in an earlier
era, it did appear to be unsuited to the market environment in the United Kingdom
since 2007 Your Board therefore formally asked IPMAM to reconsider the manner in
which Claverhouse's portfolio would be managed in the future

This resuited in JPMAM putting a proposal to your Board detathing a revised
investment management approach The Board reviewed the proposal with the
assistance of an independent consultant Following a senes of discussions and
meetings involving JIPMAM and the consultant, your Board has accepted JPMAM's
proposal that they should continue as Manager but that a number of matenal
changes designed to improve the investment performance would take effect from
1st March 2012

Henceforth the portfolio will be constructed in a more fundamentally driven way,
expressing greater canviction for the individual stocks Your Board welcomes this
development, as we have always had a high regard for JPMAM’s analytical skills In
the future, Claverhouse's portfolio 1s likely to consist of between 60 and 80 individual
stocks for which JPMAM has high conviction as compared with the :00-plus holdings
that have made up the portfolio at imes in the past The Board has agreed with
JPMAM that the performance target will continue to be to achieve a total return on
the underlying portfoko, before taking account of the effect of gearing fees and the
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expenses of runming the Company, of 2% per annum over the benchmark, the FTSE
All-Share Index, averaged over a three year period

It 1s not intended that these changes will have a matenal effect on the income yield
of the investment portfolio and thus the future dividend policy 1s likely to remain
unchanged At present your Company's shares yield 4 3%, which 1s amongst the
highest in the Association of Investment Companses (‘AIC'} UK Growth secter and 15
welt within the range of yields exhibited by other investment companies within the
AIC UK Growth & Income sector Your Board and JPMAM have, therefore, agreed that
the Company will apply to move from the AIC UK Growth sector to the AIC Growth &
Income sector, being a sector more representative of companies similar to
Claverhouse

As a result of the more fundamentally driven investment approach, your Board and
JPMAM have agreed that wilhlam Meadon, head of JPMAM's UK institutional business
will assume joint responsibility for the iInvestment management of the Company
together with Sarah Emly who has been co-manager for the last six years It has also
been agreed that the notice period under the Company’s contract with JPMAM will be
shortened from six months to three, but only if that notice results from poor
mvestment performance Otherwise itwall remain at 12 months

Your Board can confirm that all other services provided to the Company by JPMAM
are of an exceptionally high standard, in particular, we continue to have great faith
in the quality of the research and economic analysis which 1s available within the

JP Morgan group am happy to report to shareholders that all discussions have
taken place in a thoroughly constructive and professional manner with one single
aim, namely to optimise shareholder value, consistent with Claverhouse remaining a
core UK equity focussed investment company which 1s well placed to be at the centre
of a conservative portfolio James llsley your Company’'s lead manager for the past
ten years remains a key member of iPMAM's UK investment management team and
will continue to manage other investment mandates, 1 wish to express my thanks to
James and to wish him well for the future

Revenue and Dividends

In 2011 the revenue per share increased significantly, by 22 7%, to 16 73p per share
Your Board decided that the total dividend for the year should be increased from
1750p to 18 25p, a rise of 4 3%, thus increasing the total dividend for the 39th
successive year The Board remains of the opinion that it 1s appropriate to draw on
the revenue reserve which has been built up over a number of years in order to
maintain its progressive dividend policy It also recognises the importance of
quarterly divtddends to our many indwidual shareholders, particularly when interest
rates on cash savings are so low, as they are at present

The payment of the annual dividend necessitated a transfer from the revenue
reserve, albeit a small one, for the third consecutive year Your Company still has a
revenue reserve equivalent to 16 Op per share after the latest transfer and, based on
JPMAM’s forecasts of future earnings, we hope to return soon to a posstion of our
revenue covering our own dividends
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Chairman’s Statement continued

It remains your Board's aim to increase the dvidend each year and, taking a run of
years together, we continue to aspire to deliver increases in dividends that will at least
match the rate of inflation as long as the present increase in the rate 1s temporary and
that we do not return to the hugh inflation era epitomised by the 1970s

Gearmng

The Company ended the year approximately 73% geared Duringthe year the
gearing varied between 73% and 12 6% Following discussions with JPMAM, it has
been agreed that repayment of the Company’s £30 million 7% 2020 debenture would
be excessively expensive at present and therefore the neutral gearing position will be
to have this fully invested JPMAM, through Wilham Meadon, will be accountable for
tactically managing the gearing, normally within a +/-5% range around the ‘neutral’
gearning position Thus, as in the past, the Company is likely always to have an element
of gearing

Share Repurchases and Discount

During the year the Company repurchased 635,504 shares at an average discount to
NAV (with debt at par value) of 8 5% These shares are all held in Treasury for possible
re-1ssue, should the Company’s shares move to premium to NAV The Board's
objective remains to use the share repurchase authonty to assist in managing any
imbalance between supply and demand for the Company's shares, thereby reducing
the volatility of the discount Shares held in Treasury will only be re-issued at a
premium to NAV unless shareholders were to grant authority for them to be re-1ssued
at less than NAV No such autharity exists currently and the Board does not intend to
seek such authority at the present time

Should it not prove possible to re-issue shares held in Treasury at a premium to NAV
then a sufficient number of shares so held will be cancelled so as to keep the Treasury
holding within 5% of the 1ssued share capital

Board of Directors

Directors conduct a self-assessment of their performance each year and this s
followed up by a conversation with me as Chairman My own performance 15 assessed
by the Senior Independent Director after he has consulted with all other Directors

A reportis made to the Nomination Committee which meets annually to evaluate the
performance of the Board, its Committees and the individual Directors |1 became
Chairman of your Company in April 2005 In my absence, the members of the
Nomination Committee considered my service and confirmed that they recommend
that | should continue as Chairman

In 2011 the Company adopted corporate governance best practice by reguinng all
Directors to stand for annual reappointment and therefore all Directors will stand for
reappomtment at the forthcoming AGM
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I am aware that a number of Directors, including myself, have served for quite a
number of years and that we have not appointed a new director since 2008 Inthe
light of the changes in the investment process which | have detailed above, the Board
are of the view that stability of the make-up of the Board i1s at present important
However, t am mindful of the need to look to the future and possible retirements and
thus expect to appoint a further director within the next 12 months

Annual General Megting

This year s AGM will be held at J P Morgan's offices at 20 Moorgate, London

EC2R 6DA on Friday, 20th April 2012 at 2 00 pm William Meadon and Sarah Emly will
give a presentation to shareholders, reviewing the past year and commenting on the
outlook for the current year The meeting will be followed by afterncon refreshments
thus providing shareholders with the opportunity to meet the Directors and the
Investment Managers We lock forward to seeing as many shareholders as possible at
the AGM which we consider to be an impartant annual event, allowing the Board and
the Manager to interact directly wath shareholders and to receive their feed-back

Please would you submit in wniting, or via the Company’s website

(www Jpmclaverhouse co uk} by clicking on the Investment Trust Information link, any
detalled questions that you wish to raise at the AGM to the Company Secretary at
Finsbury Dials, 20 Finsbury Street, London EC2Y 9AQ Shareholders who are unable
to attend the AGM are encouraged to use their proxy votes Shareholders are now
able to lodge their proxy votes electronically, whether their shares are held through
CREST or in certificate form, and full details are set cut on the form of proxy

The Future

The UK stock market has got off to a better start in 2012 with the FTSE All-Share Index
rising by some 78% In my view this performance has resulted principally from a
significant easing, for the ime being at least, of the Eurozone crisis combined with
central banks continuing to flood money into the system to reduce the risks both of
renewed recession and of major banking collapse However, such action can only buy
time What i1s urgently needed is a return to sustainable growth in developed
ecanomies such that the debt burdens of governments, banks and their customers
become manageable Although government deficits have tc be remned back, there
seems insufficient focus in many countries on plans for growth in the private sector -
the engine of prosperity Some governments have preferred to support populist
polictes rather than encouraging entrepreneurs and nnovators on whom long-term
growth depends

The last ten years have often been extremely difficult ones for equity investors

and 2011 was no exception However, many companies have prospered and have
strong balance sheets and cash reserves Company valuations do not look stretched
and dividends provide a yield at a time when that has almost disappeared on
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Chalrman’s Statement continued

6

bank deposits Monetary policy looks hikely to remain very loose in many countries
and that, combined with action already taken causes me to worry about a resurgence
of inflation at some point in the future It remains my view that eguities will reassert
their role as stores of long-term value, albert that volatility looks likely to continue to
be much more prevalent than in earler periods Portfolio management needs to
adapt to changing conditions and JPMAM have confidence that the changes agreed
between them and your Board will prove appropriate for the future your Board wilt
continue to monitor the performance closely and to support Wilham Meadon and
Sarah Emly as they strive to deliver value for shareholders

All of my fellow Directors and | look forward to meeting shareholders at the AGM and
discussing the prospects further at that time

Michael Bunbury
Chairman 13th March 2012
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Investment Managers’ Report

James llisley

Sarah Emly

Market Review

Investors have had a challenging year With stubbornly igh inflation to contend with,
weak macroeconomic data and a rise in market volatility achieving a real return cn
capital has been difficult The FTSE All-Share Index fell 3 5%, although performance
varted widely across the market cap range The large cap FTSE 100 index was down

2 2% 1n the year, while mid to small cap stocks suffered much worse from investor
risk aversion, with the FTSE 250 Index falling 10 1% and the FTSE Small Cap Index
falling 12 5%

Persistent Eurozone sovereign debt concerns weighed on the UK market throughout
the year as policymakers failed to find a solution to the ¢nisis In August, worries that
Greece could default on its debt and fears of contagion to Italy and Spain undermined
confidence and led to a sharp increase in stock market volatility Towards the end of
the year, a more aggressive policy response from European Union leaders and action
by the European Central Bank to alleviate the rnising stress in the European banking
system helped boost sentiment, although a long-term solution to the crisis remained
out of reach

Other external factors also had a negative impact on UK investor sentiment Political
unrest in the Middle East and North Africa caused disruptions to the production of oil
This nise in fuel costs contributed to a spike 1n UK Inflation The Japanese earthquake
in March resulted in considerable supply chain disruption globally as many Japanese
factornies were senously damaged by the disaster Nuclear power concerns also shook
confidence amid fears that the Fukushima nuclear plant would go into meltdown

Against this uncertain global backdrop, and with the UK government embarking on a
programme of austerity measures, the UK economy struggled to gamn traction The
unemployment rate rose to its ighest in 17 years 1n November, while house price
data did not fair much better, with prices dropping to a 19-month low in July
Manufacturing activity started to contract, with the purchasing managers’ index
dropping below 50 for the first time in almost three years in November, to 476,
although it has since bounced back

UK inflation, as measured by the consumer price index, remained high for much of
the year, peaking at 5 2% i September This was well above the Bank of England’s
('BOE") 2 0% target, and, although inflation did come down towards the year end, it
meant the BoE had to walk a difficult line between sluggish growth and high inflation
for much of the year

with fears growing that the economy may be heading back into recession, in October
the BoE announced ancther round of quantitative easing, committing to buy a further
£75 billion of Gilts over the next four months In a precautionary measure against any
deterioration in the Eurozone debt crisis the BoE also announced a new short-term
lending facility for use in times of severe market stress The BoE said the move
underlined its ‘commitment to take appropriate measures to maintain monetary and
financial stability’
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Investment Managers’ Report

continued

Performance attribution for the
year ended 31st December 2011

9% %
Contributions to total returns
Benchmark -35
Stock selection =06
Asset allocation -13
Gearing/cash -12
investment managers
contnibution =31
Portfolio total return -66
Management fee/
other expenses -07
uUse of prior year
revenue reserve -04
Repurchase of shares
INto Treasury 01
Other effects -10
Return on net assets -76
Effect of increase in discount -03
Return to shareholders -79

Source Xamin/Datastream/IPMAM/Morningstar
All hgures are on a total return basis

Performance attribution analyses how
the Company achieved its recorded
performance refative to tts benchmark

A glossary of terms and definitions is
provided on page 61

The Government also had to tread carefully for much of the year, as it tnied to
mamtain control of the country’s deficit without stifing growth In March, despite
downward revisions to growth forecasts, The Chancellor stuck to his ptan to cut
public sector borrowing in his 2011 budget This was a necessary move to maintain
confidence in UK credit worthiness and retain the UK's AAA credit rating, which the
major rating agencies warned was at risk if the Government eased efforts to reduce
the deficit By the end of 2011, UK borrowing costs had fallen to record lows, with
ten-year Giits yielding just 2%

Performance Review

In the year to 31st December 2011 the Company delivered a total return on net assets
(capitat plus dvidends re-invested) of -7 6%, behind the less negative return of the
benchmark FTSE all-Share Index, which delivered a total return of -3 5% A detailed
breakdown of the performance ts given in the accompanying table In contrast to last
year, both stock selection and gearing during the volatile and declining equity market
negatively impacted the Company’s performance The performance of both the
Company and its benchmark was highly volatile during 2011 with a2 modestly
encouraging first half being followed by much more turbulent market conditions
during the second half, especially over the summer months The Company was
broadly in line with the modestly rising benchmark return during the first six months
of the year, before declining more markedly duning the second half, particularly from
July to October 2011

Interms of the underlying performance of the equity portfelio, the combination of
the two styles that we focus on to deliver outperformance (being overwetght in both
value and growth/momentum) contributed mixed returns During the first half of the
year, thase stocks that were beating the market’s profit expectations generally
outperformed the market, whilst those that annocunced disappointing results
underperformed, hence earnings momentum was a positive contributor to
performance However, duning the second half of the year, particularly dunng the
third quarter, returns to both value and to price momentum were highly volatile and
negative The chart below illustrates how those shares that were trading at cheap
valuations, as measured by the price/earnings ratio, substantially underperformed

Performance of cheap, low price/earnings stocks during 2011

Source UBS
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the wider market during the second half of 2011 This was particularly the case during
the tornd months of August and September when investors took fright from the
Eurozcne sovereign crisis and possible default of Greece and switched to defensive
stocks, whatever their valuation

Some of the value stocks, particularly those with premium and sustainable dividend
yields such as Royal Dutch Shell and vVodafone, did outperform the volatile and
falling market in the second half of the year, but overall value struggled, as did price
momentum

At a stock level, the most significant contnbutor to performance was the overweight
position in Royal Dutch Shell The Company has long held a significant position in this
major all company due to its attractive valuation, premium dividend yield and strong
cash generation During 2011 Royal Dutch Shell dehivered a total return of +22%, 1n
comparison with the FTSE All-Share’s return of -3 5% Other strong performers
included the general retailer Next, which continued to deliver profits ahead of market
expectations, despite the very chailenging UK consumer environment This
consistency of profits delivery resulted in the shares returning +43% te shareholders
during 2011, in stark contrast to a number of other retail stocks which fell by more
than 50%, including Kesa Electricals and Home Retail Group, neither of which we
owned Being underwetght in two banks, Lloyds Banking Group and Standard
Chartered, benefited us, with the relative position In Lloyds Banking Group
contnibuting positively to returns as it consistently missed profit forecasts and
underperformed significantly the volatile market

Although we benefited from our overweight positions in some of the relatwvely
defensive stocks during 2011, such as AstraZeneca, Vodafone and Drax Group, not
owning a number of the most defensive stocks during the turbulent market
canditions of the summer and autumn hurt performance Such detractors from
performance included underweight positions in British Amerncan Tobacco and
Diageo, whilst not owning Nauonal Grid hindered performance We were
underweight in these stocks as their valuations were not attractive and their
prospects, although solid, were not sufficiently compethng However, during the
market turbulence caused by the Eurozone sovereign debt crisis, investors rushed to
safety, irrespective of valuations and such defensive stocks cutperformed the falling
market Other negative contributors to performance in 2011 were the overweight
pesitions in some of the cheap cychcal stocks, such as the diversified miner Rio Tinto,
and Ferrexpo the industnial metals group Both of these stocks underperformed the
market substantially in the second half, when cychcals fell out of fashion as the global
economic outlook worsened, amidst uncertainty over the future demand for their
products Unusually, the Company's positions in our two in-house UK smaller
companies funds were negative contributors to performance during 2011 They both
outperformed their own benchmarks in 2011, but the small-cap index significantly
underperformed the wider UK market, delivering a return of -12 5% over the

12 months

Partfolio Review

The full impact of the Euro crisis will take years to become clear, but the immediate
effect during August and September 2011 was a fhght of investors from any percerved
‘risk’ asset into hoped-for safe havens For us this was a double-edged sword, we
benefited from our holdings in undervalued 'blue-chip’ companies that were held
throughout 2011 such as Royal Dutch Shell, AstraZzeneca GlaxoSmithKhne, vodafone
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Investment Managers’ Report

continued

10

and BP which all outperformed but more economically sensitive stocks, ncluding
many lowly valued stocks, were sold down by investors worried about econemic
growth prospects

To protect the portfolio in the early part of the crisis, when the outlook was
particularly uncertain, our gearing was reduced in July and August to less than 10%,
representing the investment from the long term debenture, with up to £10 milhon of
cash being held as an investment reserve

Despite the turmoil engulfing Europe, we still viewed the UK market as an attractively
valued equity market and selective opportunities were taken to add to companies
that were viewed as particularly over-sold within the mining sector, we had sold our
exposure to the pure play copper producers during 2010 and the first half of 2011 to
focus on Rio Tinto and BHP Billiton, which gave a greater exposure tc iren-ore Like
most mining companies, Xstrata's share price fell sharply in the second half on
concerns over slowing global growth Despite these fears, we continued to believe in
the longer term strengths of the sector and Xstrata due to the ongoing
industrialisation and urbanisation of China which has generated ught supply and
elevated prices in many key commodities with the sharp fall in the Xstrata share
price creating an oppaortunity, we bought a significant position in the company
through the fourth quarter of the year Subsequent to the year end we have now seen
Glencore propose a merger with Xstrata, and the Xstrata share price rise substantially

In addition to the mining sector, we continue to believe that many lowly valued stocks
remain attractive companies for the longer term, despite the fears over economic
growth wWithin the portfolio we express that view with significant positions in
companies such as the automotive supplier GKN, in which we bought further shares
in the second half of the year It 1s the world's leading supplier of driveline
components to motor manufacturers, with demand once again being fuelled by the
rising numbers of middle class consumers in emerging economies such as China,
India and Brazil

within the industnial sector we built a position in the electronics centrol company

Spectris whose products are used to Increase productivity across many industries
we continue to hold our position in pump specialist Weir, which 1s benefiting from
demand from the mining and energy sectors

Another out of fashion area that s trading very cheaply is the UK house building
sactor Whilst the UK consumer i1s undoubtedly over-borrowed, there still exists an
underiying demand for new housing UK house builgers are trading at less than 75%
of the value of their land and current housing stock and we have added to our
exposure with purchases of Bellway and Berkeley Group
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The FTSE All-Share Index 1s more a play on global grawth than it 1s onthe UK
domestic economy Around 70% of the sales of UK quoted compantes arise overseas,
as can be seen from the pie chart below

UK equity market revenue split %

Source Citi Global Research

Allied to the global nature of the UK equity market is its current very low absolute and
relative valuation The graph below shows the prospective dividend yield on offer
from major equity markets, cash and UK Gilts, with the UK dividend yield being 4%
Unlike Gilts, UK companies continue to grow profits and UK dividends should
continue to rise in future years

2012 equity market prospective dividend yields, UK cash and Gilts %

Source UBS Research and JPMAM
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Investment Managers’ Report

continued

The following chart shows the prospective Price Earnings (PE) valuation of the UK
market over a long peniod of time, with the long term average being a 13x PE ratio
whilst this valuation opportunity has existed for some time now, the chart does
highlight the current attractive valuation at which investors can purchase world
leading companies, domiciled in the UK

Source UBS

FTSE All-Share 12 months forward prospective price/earnings (x)

mmm  Longterm average s UBS forward pre-exceptionals PE (x)

Market Outlook

The first 2011 fourth-quarter GDP estrmate for the UK confirmed worries that the
economy had contracted in the last three months of the year, shrinking at an
annualised rate of 0 8% The industry breakdown showed that only the Government
sector expanded, contributing O 3% to total growth This small gain was more than
offset by a 0 7% drop in the manufactuning and production sector

Economic growth forecasts for 2012 have been repeatedly reduced, to levels at which
a dip back into recession cannot be ruled out Fortunately, the US economy 15
beginning to show signs of revival and domestic inflationary pressures are starting to
wane, both of which may provide the UK with a Iittle respite China 1s also now setting
policy to accelerate growth Current UK economic expectations are very low, so even
small positive surprises should be well received

UK company valuations are cheap by historical standards, both in relation to UK
Government bonds with the equity dividend yield almost double ten-year Gilt yields,
and in relation to inflabion The UK market is also cheap in comparison to other
developed equity markets giobally Current consensus expectations are for earnings
growth in both 2011 (to be delivered by the end of March} and 2012, of 13% and 4%
respectively (source IBES aggregates) Some of this growth may prove optimistic, but
with an improving outlook for the US and Chinese economies this year, and the recent
stabilisation in the Eurozone, there may be room for positive surprises
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The UK steck market's iIncome attractions are also well protected by high levels of
dwvidend cover and high levels of cash on UK company balance sheets If the
econormic outturn 1s more benign, the case for UK equities will be all the stronger,
they are currently under-owned institutionally and sentiment is fragile, but this has
created an opportunity

James llisley
Sarah Emly
Investment Managers 13th March 2012
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Summary of Results

2011 2010
Total returns for the year ended 31st December
Return to shareholders' -7.9% +15 1%
Return on net assets’ -7.6% +16 8%
Benchmark® -3.5% +14 5%

% change

Net asset value, share price and discount at 31st December
Shareholders’ funds (£'000) 248,418 281,172 -i16
Net asset value per share with debt at par value 453.9p 5078p -106
Net asset value per share with debt at fair value® 439.4p 500 5p -122
Share price 416.0p 4700p -115
Share price discount to net asset value with debt at par value® 7.1% 70%
Shares in 1ssue, excluding shares held in Treasury 54,733,979 55,369,483
Revenue for the year ended 31st December
Gross revenue return (€000} 11,137 9437 +180
Net revenue return on ordinary activities after taxation (£'000) 9,226 7611 +212
Return per share 16.73p 1363p +227
Dividend per share 18.23p 1750p +43
Actual Gearing Factor at 31st December® 107.3% 108 6%
Total Expense Ratio’ 0.72% 072%

A glossary of terms and defimnitions is provided on page 61

Isgurce Morningstar
2Source ! P Morgan
3Source Datastream The Company’s benchmark is the FTSE All-Share Index

“The fair value of the £30m (2010 £30m) debenture Issued by the Company has been calculated using discounted cash flow technigues using the yleld on a similarly dated gilt plus a
margin based on the 5 year average for the AA Barclays Corporate Bond This Is a change tn methodology from that used in prior years However, the comparative figure has not be

restated, as the change is not matenal

SSource Bloomberg The discount s calculated using the net asset value at 31st December 2011, excluding the current year revenue account balance

SActual gearing represents ivestments, excluding holdings in hquidity funds, expressed as a percentage of shareholders’ funds

Management fee and all other operating expenses, excluding finance costs and any performance fee payable, expressed as a percentage of the average of the month end net assets

during the year The total expense ratia s calculated in a¢cordance with guidance issued by the Association of Investment Companies
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Performance

Ten Year Performance

Flgures have been rebased to 100 at 31st December 2001

Source Mormingstar/Datastream

== JPMOrgan Claverhouse - share price total return

= PMorgan Ciaverhouse - net asset value per share total return
mmam  Benchmark

Relative to Benchmark

Figures have been rebased to 100 at 3ist Decemnber 2001

Source Morningstar/Datastream

wemm JPMorgan Claverhouse - share price total return

mmmm JPMorgan Claverhouse - net asset value per share total return
= The benchmark 1s represented by the grey honizontal line
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Ten Year Financial Record

At 31st December 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Total assets less current

habilities (£'000) 410,691 302,398 316,198 302024 350,200 384505 357562 240764 284,034 310903 | 278,175
Net asset vatue per

share {p) 4227 2914 3558 403 8 4959 5776 5621 3717 4513 5078 4539
Share price (p) 4325 2775 3420 3818 4690 5445 5215 3400 4250 4700 416.0
Share pnce premium/

{discount) (%)? 23 (4 8) {39) (54) (54) 63) (63) (52 (49} (70) (7.1)
Actual geaning factor (%) 1199 1228 1174 1128 1134 1122 1677 1097 1103 10885 107.3
Total expense ratio (%f 099 101 092 090 084 075 079 075 083 072 072
Year ended 31st December
Revenue aftributable to

shareholders (£000) 8,070 8938 8,721 7,653 8,356 9,256 G714 13426 8,377 7611 9,226
Return per share (p) 983 1073 1125 1059 1276 1484 16 28 2338 1477 1363 16.73
Dividend per share (p) 850 965 1020 1065 1150 1350 1530 20 00* 1620 1750 18 25
Rebased to 100 at 31st December 2001
Share price - total

return® 1000 65 8 840 967 1221 1452 1429 965 127% 1472 135.6
Net asset value per

share - total return® 1000 708 893 1037 1307 1555 1852 104 4 1354 1581 146.1
FTSE All-Share Index -

total return® 1000 774 935 1055 1288 1504 1584 1110 144 4 1653 1596
Retall Price Index® 1000 1029 1058 1065 1119 1169 1216 1228 1257 1317 136.2

A glossary of terms and definitions 1s provided on page 61

The results for the year ended 31st December 2004 have been restated in accordance with Financial Reporting Standards 21, 25 and 26 Years prior to 2004 have not been restated

2From 2006 onwards premium/{discount) figures have been sourced from Bloomberg and are calculated usmg the net asset value at the year end, excluding the current year revenue
account balance Prior year figures have not been restated

IManagement fee and all other operating expenses excluding finance costs and any performance fee payable, expressed as 3 percentage of the average of the month end net assets
during the year (2008 and prior years the average of the opening and closing net assets)

YIncludes a speaial drvidend of 3 60p
5Source Morningstar
SSource Datastream
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Ten Largest Equity Investments

at 31st December 2011

Company

Sector

2011
vatuation
£000 %'

2010
valuation
£'000

oyt

Royal Dutch Shell

Roval Dutch Shellis a major global o1l company which explores for produces, and
refines petrofeum The company produces fuels chemcals and lubricants and cperates
gasal:ne filling stations worldwide

01l & Gas Producers

27,735 10.0

27463

838

BP

BP 15 amajor ool and petrochenmicals company The company explores for and produces oil
and natural gas refines markets, and supplies petroleum products generates salar
energy and manufactures and markets chemicals

Oil & Gas Producers

17133 62

17035

55

vodafone

vadafane 15 a leading mobile telecommunications company praviding a range of services
including vorce and data communications The company operates (n Continental Europe,
the Uruted Kingdem the United States Asia Pacific Africa and the Middle East

Mobile
Telecommunications

16,241 5.8

18033

58

GlaxoSmithKline

GlaxeSmithKline ts a research-based pharmaceutical company The company develops
manufactures and markets vaccines prescription and over-the-counter medicines as well
as health related consumer products The company provides products for infections
depression sk conditions asthma heart and arculatory disease and cancer

Pharmaceuticals &
Biotechnology

13,567 a9

11960

38

HSBC

HSBC provides a variety of international barking and financial services including retail
and corporate banking trade trusteeship securnities custody capital markets
treasury private and investment banking and insurance The company aperates
worldwide

Banks

13,242 4.8

17029

55

British American Tobacco

British American Tobacco manufactures markets and sells cigarettes and other tobacco
products including tigars and rall-your-own tobacco

Tobacco

11,287 40

11506

37

AstraZeneca

AstraZeneta researches manufactures, and setls pharmaceutical and medicat products
The campany facuses its cperations on the fallewing therapeutic areas
Gastrontestinal Oncology Cardiovascular Respiratory Central Nervous System, Pain
Cantrol Anaesthesia and Infection

Pharmaceuticals &
Biotechnology

9,888 35

11991

39

Rto Tinto

Rio Tinto I1s an internatienal mining company The company has interests in mintng for
aluminum barax coal, copper, goki won ore, lead siver tin uranium zinc btamum
dioxide teedstock diamonds talcand 2ircen The company s various mining operations
are located in Australia New Zealand South Afnica, the United States, South America
Europe and Indanesia

Mining

8,921 32

1301

42

PrudentiaF

Prudental provides a wide assartment of insurance and investment products and
services Insurance products include e, acaident and health property and casualty
Insurance, as well as fixed and vanable annuities Financial and investment services
Include personal and group pensians equity plans mortgages and deposit accounts

Life Insurance

7,296 2.6

BHP Billiton

BHP Billitor 15 an international resources company The company's principal business
lines are mineral exploration and production incleding coal, iron ore, gold titanium
ferroalloys, nickel and copper concentrate as well as petroleum exploration, production
and refining

Mining

6,856 25

12,672

41

Total

132,166 475

IBased on tota! assets less current liabilities of £278 2m (2010 £3109m)
2iat held in the portfolio at 31st December 2010

3t 3151 December 2010, the value of the ten largest equity investments amounted to £148 6m representing 47 8% of total assets less current hatskities
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Sector Analysis

31st December 2011 31st December 2010

Portfolio Benchmark Portfolio Benchmark

% % % %

Financials' 20.6 19.1 224 226
Qi & Gas 201 189 182 169
Consumer Goods 12.6 13.4 92 113
Basic Materials 9.5 11,2 152 141
Health Care 9.0 80 81 69
Telecommunications 77 6.5 66 50
Consumer Services 76 9.5 87 97
Industrials 5.2 8.0 71 73
Utilities 29 39 16 37
Technology 0.7 15 11 15
Net current assets’? 4.1 - 18 -
Total 100.0 100.0 1000 1000

Based on total assets less current liabilitres of £278 2m (2010 £3109m)

Uncludes the Company s investments in the JPMorgan UK Smaller Companies Fund and JPMargan Smaller Companies Investment Trust of 1 8% and 2 09 of the poartfolio respectively
ZIncludes the Company's investment in the JPMorgan Sterling Liquidity Fund
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List of Investments

at 31st December 2011

Valuation valuation
Company £000 Company £000
Financials Il & Gas
Banks 01l & Gas Producers
HSBC 13,242  Royal Butch Shefl 27735
Barclays 5364 BP 17133
Lioyds 1314 BG 5,896
19,920 Tullow Qil 1,953
Non-Life Insurance 52,717
Lancashire 2,659 Ol Eguipment, Services & Dystribution
Catlin 1,568 Petrofac 2,576
Beazley 1,081 Kentz Corporation 682
5,308 3,258
Life insurance
tal Oil 55,97
Prudential 7296 Total 01l & Gas >
‘I;egal & General 5;1132 Consumer Goods
viva : Tobacco
12,566 British American Tobacco 11,287
Real Estate imperial Tobacco 3,837
gammerson ) 2,769 15,124
c erv:eln ;‘ Lon 2” p ) 1733 Food Producers
Sapnna Counties Properties 1403 Unilever 4165
Ga"' s 726 jateatyle 775
rainger 699 Dairy Crest 598
G {Fi / #ase 5338
Penetc'la trganc:a | Household Goods
rovident Financia 1,458 Berkeley 2618
1,458 Bellway 1,561
Equity Investment instruments Barratt Developments 1,131
JPMorgan Smaller Companies Investment Trust 5685 5310
JPMorgan UK Smaller Companies Fund 5,109 Beverages
10,794 Diageo 3,606
BMille 1,174
Total Financials 57,376 SABMiller
4,780
Automobiies & Parts
GKN 2,717
2,717
Personal Goods
Burberry 1,566
1,566
Total Consumer Goods 35,035
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List of Investments continued

Valuation Valuation
Company £'000 Company £'000
Basic Matenials Consumer Services
Chemcals General Retalers
Elementis %09  Next 4,622
Kingfisher 1,720
909 Sports Direct International 1,239
Industrial Metals pr Smith 0 1'05 6
Ferrexpo 1,473 .
1,473 8,637
Mining ' Food & Drug Retadlers
Rio Tinto 892 :"0"'50" (wh) 31'2;?1'
BHP Billiton 6856 o0 :
Xstrata 5870 5,644
Anglo American 2,280  Travel & Leisure
Stagecoach Group 1.367
23,927
! William Hill 1,139
Total Basic Matenals 26,309 Rank 1,136
Health Care wved 3,642
Pharmaceuticals & Brotechnology 8 et "':1 kv Broadcast 127
GlaxoSmuthKling 13.567 er r':[ y Broadeasting 1.184
AstraZeneca 9,888 TIE move '697
Shire 1,577 I
25,032 3,152
Total Health Care 25,032 Total Consumer Services 21,075
Telecommunications
Mobile Telecommunications
vodafone 16,241
16,241
Fixed Line Telecornmunications
BT 4,734
Telecom Plus 558
5,292
Total Telecommunications 21,533
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valuation Valuation
Company £'000 Company £000
industrials Utilitres
Support Services Electricity
Atkins {Ws) 1,387 Drax 4,494
::tir:l:erve ‘,;(:: 4,494
unz Gas, Water & Multistilities
De La Rue 723 pannon 3,560
Howden Joinery 710 ’
560
4,541 3
Aerospace & Defence Total Utihities 8,054
Ralls Royce 3,669
Technology
3,669
industrial E Software & Computer Services
\: ustrial Engineering 2196 Computacenter 1,128
el ’ Micro Focus International 768
2,196 1,896
Electronics & Electrical Equipment
Spectris 1,745 Total Technology 1,896
Oxford Instruments 282
Ligquidity Funds
2027 ppmorgan Sterling Liguidity Fund 10,546
General industrials
RPC 1,498 Total Liquidity Funds 10,546
LA498  rotal portfolio 277,219
Construction & Materials
Kler 457  The portfolio comprises investments In equity shares, equity vestment INstruments
and hiquedity funds
457
Total Industrials 14,388
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Board of Directors

Sir Michael Bunbury Bt , KCVO, DL}
(Chairman of the Board and Nomination Committee)

A Director since 1996
l.ast reappointed to the Board 2011
Remuneration £32.000

A consuitant at Smith & wilhamsen, a director of Foreign & Cotonial Investment Trust plc,
Invesco Perpetual Select Trust plc and Chairman of Harbourvest Global Private Equity
Limited Formerly Chairman of the Council of the Duchy of Lancaster and Charrman of
the Fleming High Income Investment Trust pic

Shared directorships with other Directors None
Shareholding in Company 9,250

John Scott*§+

A Director since 2004

Last reappointed to the Board 2011
Rermuneration £21,000

Chairman of Scottish Mortgage Investment Trust plc and of Dunedin Income Growth
Investment Trust pl¢ and Deputy Chairman of Endace Ltd A Director of Martin Curnie
Pacific Trust plc, Schroder Japan Growth Fund plc, Alternative Asset Opportunities PCC
Limited and Miller Insurance Services Limited Formerly an executive Director of Lazard
Brothers & Co, Limited

Shared directorships with other Directors None
Shareholding in Company 10,148

Virginia Holmes*tt
(Chairman of the Audit Committee}

A Director since 2004
Last reappointed to the Board 2011
Remuneration £25,000

Director and chair of the investment commuttee of Universities Superannuation Scheme,
director and chair of the Investment committee of Alberta Investment Management
Corpaoration and director of Standard Life Investments Limited and Standard Life
{(Holdings) Limited Formerly Chief Executive of AXA Investment Managers in the LK and
Managing Director of Barclays Bank Trust Company

Shared directorships with other Directors None
Shareholding in Company 4 575

22 | JPMorgan Claverhouse tnvestment Trust plc. Annual Report & Accounts 2011




Anne McMeehan™

A Director since 2006

Last reappointed to the Board 2011
Remuneration £21,000

A founder director of Cauldron Consulting, a City-based communications consultancy
specialising In the provision of marketing and PR services to organisations operating in
the financial arena Formerly Director of Commurnications at AUTIF {now the Investment
Management Association), the trade association for the UK Investment funds industry,
she was previously a director of Framlington Group plc and Managing Director of its unit
trust subsidiary

Shared directorships with other Directors None
Shareholding in Company 7,250

Humphrey van der Klugt*tt

A Director since 2008

Last reappointed to the Board 2011
Remuneration £21,000

Chairman of Fidelity European Values plc and a director of Murray Income Trust plc and
BlackRock Commodities Income Investment Trust plc Previously a director of Schroder
Investment Management Limited, where he was a member of the group investment and
asset allocation committees and a UK equity partfolio manager Chartered Accountant

Shared directorships with other Directors None
Shareholding in Company 5,000

* Member of the Audit Committee
$ Member of the Nomination Comnuttee

1 Considered independent by the Board
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Directors’ Report

The Directors present their report and the audited financial
statements for the year ended 31st December 2011

Business Review

Business of the Company

The Company carries on business as an Investment trust and
was approved by HM Revenue & Customs as an investment
trust in accordance with Section 1158 of the Corporation Tax
Act 2010 for the year ended 315t Decemnber 2010 In the
opimon of the Directors, the Company has subsequently
conducted its affairs so that it should continue to qualify as an
investment trust under the HM Revenue & Customs’ qualifying
rutes

Approval In previous years 1s subject to review should there be
any subsequent enquiry under Corporation Tax Self
Assessment

The Company i1s an investment company within the mearming of
Section 833 of the Companies Act 2006 The Company 15 not a
close company for taxation purposes

A review of the Company's activities and prospects Is given in
the Chairman’s Statement on pages 2 to 6 and in the
Investment Managers’ Report on pages 7to 13

Objective
The Company’s objective 1s to achieve capital and income
growth from UK investments

Investment Policies and Risk Management

In order to achieve its mvestment objective and to seek to
manage risk, the Company invests in a diversified portfolio
consisting mostly of leading UK companies It uses long-term
geanng to increase potential returns to shareholders The
number of investments in the portfehio has normally ranged
between 60 to 120

The Company seeks to manage Its risk relative to 1ts benchmark
index by himiting the active portfohio exposure to iIndwidual
stocks and sectors The maximum exposure to an iInvestment
will normally range between +/-3% relative to its weight in the
FTSE 100, FTSE 250 or FTSE Small Cap indices The maximum
exposure to a sector will normally range between +/-5%
relative to the benchmark index Total exposure to small cap
companies will normally range between +/-5% of the FTSE
Smal! Cap Index weighting within the FTSE All-Share Index

A maximum of 5% of the Company's assets may be invested in
comparues outside the FTSE All-Share Index These limits and
restrictions may be varied by the Board at any time at its
discretion To gain the appropriate exposure, the Investment

Managers are permitted to invest in pooled funds

The Company's assets are managed by two Investment
Managers based (n London, supported by a 40 strong
Eurcpean equity team

Subsequent to the year end, the Board has agreed with JPMAM
a number of changes to the investment management of the
Company's portfchio With effect from 1st March 2012, the
Manager’s performance target will be to achieve a total return
on the underlying portfolio. 1 e before the effect of gearing,
fees and the expenses of running the Company, of 2% per
annum over the benchmark, the FTSE All-Share Index,
averaged over a three year period The portfolio will be
constructed in a more fundamentally driven way. expressing
greater conviction for the individual stocks In the future, the
Company's portfolio is likely to consist of between 60 and 80
indwvidual stocks for which the Manager has high conviction

The neutral gearing posttion will be to have the Company’s

£30 million 7% 2020 debenture fully invested and the Manager
will be accountable for tactically managing the gearing,
normally within a +/- 5% range around that neutral gearing
level

Investment Restrictions and Guidelines
The Board seeks to manage the Company’s risk by imposing
various investment imits and restrictions

= The Company will not invest more than 15% of its assets in
other UK listed investment companies

= The Company witl not invest more than 10% of assets in
companies that themselves may nvest more than 15% of
gross assets in UK hsted investment companies

= The Company will not invest more than 15% of its assets In
any one individual stock at the time of acquisition

= The Company's gearing policy 1s to operate within a range
of 95% to 120% invested in normal market conditions

« Anyderivative transactions are subject to the prior
approval of the Board

Comphance with the Board's investment restrictions and
guideltnes 1s monitored continuously by the Manager and 1s
repcrted to the Board on a monthly basis

Performance

In the year to 31st December 2011, the Company produced a
total return to shareholders of -79% and a total return on net
assets of -76% This compares with the return on the
Company’s benchmark of -3 5% At 31st December 2011, the
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value of the Company's investment portfolio was £2772 million
The Investment Managers' Report on pages 7 to 13 includes a
review of developments during the year as well as information
on nvestment activity within the Company’s portfolio

Total Return, Revenue and Dividends

Gross loss for the year amounted to £16,024,000 (2010

£44 694,000 return) and net loss after accounting for the
management fee other administrative expenses, finance
costs and taxation amounted to £20,274,000 (2010

£40,636 000 return) Distributable income for the year
totalled £9,226,000 (2010 £7,611 000} The Directors declared
a fourth guarterly interim dividend of 775 pence per share
which was paid on Ist March 2012 to shareholders on the
register at the close of business on 10th February 2012 This
when added to the three quarterly interim dividends paid
during 2011, made a total dividend for the year of 18 25 pence
{2010 175 pence) costing £10 0 million {2010 £97 million)
Following payment of the fourth quarterly intenm dividend,
the revenue reserve will amount to £8 8 milhon

Key Performance Indicators (‘KPIs’)
The Board uses a number of financial KPIs to momitor and
assess the performance of the Company The principal KPIs are

+  Performance against the benchmark index:
This 1s the most iImportant KPI by which performance 1s
Judged

Performance Relative to Benchmark Index

Figures have been rebased to 100 at 315t December 2001

Source Morningstar/Datastream

== IPMorgan Claverhouse - share price total return

== JPMorgan Claverhouse - net asset value per share total return
== The benchmark is represented by the grey horizontal hine

Ten Year Performance

Figures have been rebased to 100 at 31st December 2001

source Morntngstar/Datastream

== JPMorgan Claverhouse - share price total return
w=s JPMorgan Claverhouse - net asset value per share totat return
= Benthmark

+ Performance against the Company’s peers
The principal objective 1s to achieve capital growth and
out-performance relative to the benchmark However, the
Board also monitors the performance relative to a broad
range of competitor funds

« Performance Attribution
The purpose of performance attribution analysis is to
assess how the Company achieved its performance relative
to its benchmark index. 1 e to understand the impact on
the Company’s relative performance of the varnous
components such as asset allocation and stock selection
Detalls of the attnibution analysis for the year ended
31ist December 2011 are given in the Investment Managers’
Repart on page 8

* Share price discount to net asset value (‘NAV’) per share
The Board has for several years operated a share repurchase
programme that seeks to address imbalances in supply and
demand for the Company s shares within the market and
thereby seek to manage the volatihty and absolute level of
the discount to NAV per share at which the Company’s shares
trade In the year to 31st December 2011, the Company's
shares traded at a discount of between 6 4% and 10 0%
{using month end data)
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Directors’ Report continued

Premium/{Discount)

Source Datastream (month end data)
== JPMoargan Claverhouse - Premium/{discount) (with debt at par value)

«  Total expense ratio ('TER")
The TER 1s an expression of the Company’s management
fee and all other operating expenses, excluding finance
costs and any performance fee payable, expressed as a
percentage of the average of the month end net assets
during the year The TER for the year ended 31st December
2011 was 072% {2010 O 72%) The Board reviews each year
an analysis which shows a comparison of the Company’s
TER and its main expenses with those of its peers

Share Capital

The Company has authority both to repurchase shares in the
market {for cancellation or to be held in Treasury) and to 1ssue
new shares for cash at a premium to net asset value

During the year, the Company repurchased a total of 635,504
ordinary shares into Treasury for a total consideration of
£2,821,000 Nao shares were repurchased for cancellation

At the year end, 2,031,674 shares were held in Treasury,
representing 3 6% of the issued share capital The Company
will reissue shares held in Treasury only at a premium to NAV
per share Since the end of the finanaal year the Company has
repurchased a further 10,000 ordinary shares to hold in
Treasury

The Company did not issue any new shares during the year

Resolutions to renew the authorities to 1ssue new shares and to
repurchase shares will be put to shareholders at the
forthcoming Annual General Meeting

Principal Risks

with the assistance of the Manager the Board has drawn up a
risk matrix, which identifies the key risks to the Company
These key risks fall breadly under the following categories

Investment and Strategy an inappropriate investment
strategy, for example asset allocation or the level of
gearing, may lead to underperformance against the
Company’s benchmark index and peer companies,
resulting in the Company's shares trading on a wider
discount The Board manages these risks by diversification
of iInvestments through its investrment restrictions and
guidelines which are monitored and reported on by the
Manager JPMAM provides the Directors with timely and
accurate management information including performance
data and attribution analyses, revenue estimates, iguidity
reports and shareholder analyses The Board monitors the
impiementation and results of the investment process with
the Investment Managers, who attend all Board meetings,
and reviews data which show statistical measures of the
Company's risk profile The Investment Managers employ
the Company’s gearing within a strategic range set by the
Board The Board holds a separate meeting devoted to
strategy each year

Market market risk arises from uncertainty about the
future prices of the Company’s iInvestments It represents
the potential loss that the Company might suffer through
holding investments in the face of negative market
movements The Board considers asset allocation, stock
selection and levels of gearing on a regular basis and has
set iInvestment restrictions and guidelines, which are
monitored and reported on by JPMAM The Board monitars
the implementation and results of the investment process
with the Manager

Accounting, Legal and Regulatory in order to qualify as
an investment trust, the Company must comply with
Section 1158 of the Corporation Tax Act 2010

(‘Section 1158') Details of the Company's approval are
given under ‘Business of the Company’ above Were the
Company to breach Section 1158, 1t might lose investment
trust status and, as a consequence, gains within the
Company'’s portfolio could be subject to Capital Gains Tax
The section 1158 gualfication criteria are continually
monitored by JPMAM and the results reported to the
Board each month The Company must also comply with
the provisions of the Companies Act and, since its shares
are histed on the London Stock Exchange, the UKLA
Listing Rules and Disclosure & Transparency Rules
('DTRs’) A breach of the Companies Act could result in the
Company and/or the Directors being fined or the subject
of criminal proceedings Breach of the UKLA Listing Rules
or DTRs could result in the Company’s shares being
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suspended from hsting which n turn would breach
Section 1158 The Board relies on the services of its
Company Secretary, IPMAM, and its professional advisers
to ensure compliance with The Companies Act and the
UKLA Listing Rules and DTRs

» Corporate Governance and Shareholder Relations detatls
of the Company’s comphance with Corporate Governance
best practice, including information on relations with
shareholders, are set out Iin the Corporate Governance
report on pages 29 to 33

- Operational disruption to, or faillure of JPMAM's
accounting, dealing or payments systems or the custodian’s
records could prevent accurate reporting and monitoring of
the Campany’s financial position Details of how the Board
monitors the services provided by JPMAM and its
associates and the key elements designed to provide
effective internal control are included within the Risk
Management and Internal Control section of the Carporate
Governance report on pages 31 and 32

+ Financial the financial nisks ansing from the Company's
finanoal instruments include market price risk, Interest rate
risk, hguwidity risk and credit risk Further details are
disclosed in note 22 on pages 52 10 57

Future Developments

Clearly, the future development of the Company 1s much
dependent upecn the success of the Company's investment
strategy 1n the hght of econormic and equity market
developments The Investment Managers discuss the outlook
in their report on pages 12 and 13 Since the year end the
Board has agreed with the Manager a number of changes to
the investment management of the Company’s portfoho More
detatls are given in the Chairman’s Statement on pages 2 and 3
and in the Business Review on page 24

Management of the Company

The Manager and Secretary 1s JPMorgan Asset Management
{UK} Limited (JPMAM’) JPMAM 15 employed under a contract
which can be terminated on six months’ notice in the event of
the Board giving notice as a result of peor investment
performance, the notice pencd 15 12 months for all other
arcumstances, in both cases without penalty If the Company
wishes to terminate the contract on shorter notice, the balance
of remuneration 1s payable by way of compensation

JPMAM 15 a wholly owned subsidiary of JPMorgan Chase Bank
which through other subsidiartes also provides banking,
dealing and custodian services to the Company

The Board conducts a formal evaluation of the Manager on an
annual basis The evaluation includes consideration of the
investrment strategy and process of the Manager, performance
against the benchmark over the long term and the support that
the Company recewves from JPMAM As a result of the
evaluation process the Board has agreed with the Manager a
number of changes to the investrment management of the
Company's portfolio More details are given in the Chairman’s
Staterment on pages 2 and 3 and in the Business Review on
page 24

Management and Performance Fees

The management fee 15 charged at the annual rate of 0 55% of
the value of the Company's market capitalisation which is
proportionately reduced by the value of any investments on
which JPMAM earns a management fee The fee is calculated
and paid monthly in arrears In addition, the Company
reimburses JPMAM for the costs of administering

its shareholders who hold their shares through the JPMAM
savings products

A performance fee is also payable based on 15% of the
difference between the Company's net asset value total return
for the year and the benchmark, as inflated by a hurdle of

0 5%, calculated in absolute terms and apphed to the
company's gross assets The fee s calculated annually with any
underperformance carned forward and offset against any
future out-performance Any fee payable 1s charged to capital
and spread evenly over three years The actual amount paid in
respect of performance fees in any one year 1s subject to a cap
of 0 4% of total assets

The results for the year to 31st December 2011 generated a
negative performance fee for the year of £1.815.000 This
amount, when added to the negative £2,660,000 performance
fee brought forward, gives a negative balance carried forward
of £4,475,000 No fee 1s payable in the current year This
negative balance will be carried forward to be offset by future
out-performance

Going Concern

The Directors believe that having considered the Company’s
investment objective (see page 24}, nsk management policies
{see pages 52 to 57), capital management policies and
procedures (see page 57}, the nature of the portfolio and
expenditure projections, that the Company has adequate
resources, an appropriate financial structure and suitable
management arrangements in place to continue in operattonal
existence for the foreseeable future For these reasons, they
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Directors’ Report continued

consider that there 15 reasonable evidence to continue to adopt
the going concern basis in preparing the accounts

Payment Policy

it 15 the Company’s policy 1o cbiain the best terms for all
busmess and therefore there are no standard payment terms
In general the Company agrees with 1ts supplers the terms on
which business wil take place and 1t 1s the Company’s policy to
abide by those terms As at 31st December 2011, the Company
had no outstanding trade creditors (2010 none}

Directors

The Directors of the Company who held office at the end of the
year, together with their beneficial interests in the Company's
shares, are shown below

31st December 1st fanuary

2011 2011

Michael Bunbury! 9,250 9,250
virginia Holmes 4,575 4575
Anne McMeehan 7250 6,940
John Scott 10,148 10,148
Humphrey van der Klugt 5000 5,000

IMichael Bunbury also has a non beneficial interest in 14,500 (2010 14,500) of the
Company's shares

There have been no changes in these holdings reported since
the year end

No Director reported an interest in the Company’s debenture
during the year

In accordance with corporate governance best practice, all
Directors will retire at the Company's forthcoming Annual
General Meeting and, being eligible, will offer themselves for
reappointment by shareholders

The Nomination Committee, having considered their
quahfications performance and contribution to the Board and
1ts commuttees, confirms that each Director continues to be
effective and dermonstrates commitrment to the role and the
Board recommends to shareholders that they be reappointed

Director Indemmnification and Insurance

As permitted by the Company’s Articles of Association the
Directors have the benefit of an indemnity which 1s a
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qualifying third party indemnity, as defined by Section 234
of the Companies Act 2006 The indemnities were In place
during the year and as at the date of this report

An nsurance policy 1s maintained by the Company which
indernmifies the Directors of the Company against certain
habilities anising in the conduct of their duties There s no
cover against fraudulent or dishonest actions

Disclosure of information to Auditors

In the case of each of the persons who are Directors of the
Company at the time when this report was approved

{a) sofar as each of the Directors 1s aware, there 1s no refevant
audit information {as defined in the Companies Act) of
which the Company's Auditors are unaware, and

{b} each of the Directors has taken all the steps that he/she
ought to have taken as a Director in order to make
himself/herself aware of any relevant audit mformation
{(as defined) and to establish that the Company’s Auditors
are aware of that information

The above confirmation 1s given and should be interpreted
in accordance with the provision of 418(2) of the Companies
Act 2006

Section 992 Companses Act 2006

The following disclosures are made 1n accordance with
Section 992 Compantes Act 2006

Capstal Structure
The Company’s capital structure 1s summansed on the inside
front cover of this report

Voting Rights in the Company's shares

Details of the voting rnights in the Company’s shares as at the
date of this report are given in Note 16 to the Notice of AGM on
page 60

Environmental Matters, Sccial and Community issues

information on environmental matters, social and community
155ues 15 set out on pages 32 and 33 The Company has no
employees

Notifiable Interests in the Company's Voting Rights

At the financial year end the following had declared a notifiable
interest in the Company's voting rights
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Shareholders Number of voting nights %
Chase Nominees Limited"? 26,678,034 488
JPMorgan Chase & Co? 4,174,575 76

included within this is

the following

IPMorgan Elect plc 4,046,554 74
Legal & General 2,002,560 37

'Held on behatf of JPMAM Investment Account, ISA and SIPP participants
ZNan-beneficial

No changes to these holdings had been notified as at the date
of this report

The rules concerning the appointment and replacement of
Directors, amendment of the Articles of Association and
powers to 1ssue or repurchase the Company's shares are
contained in the Articles of Association of the Cempany and
the Companies Act 2006

There are no restrictions concerning the transfer of securities
in the Company, na special rights with regard to control
attached to securities, no agreements between holders of
securities regarding their transfer known to the Company,

no agreements which the Company 15 party to that affect 1ts
control following a takeover bid, and no agreements between
the Company and its Directors concerning compensation for
loss of office

{ndependent Auditors

Ernst & Young LLP have expressed their willingness to continue
in office as auditors and a resolution to re-appoint them and
authorise the Directors to determine their remuneration for the
ensuing year will be proposed at the AGM

Annual General Meeting

NOTE* THIS SECTION IS IMPORTANT AND REQUIRES YOUR
IMMEDIATE ATTENTION. If you are in any doubt as to the action
you should take, you should seek your own personal financial
adwvice from your stockbroker, bank manager, solicitor or other
financal adviser authonised under the Financial Services and
Markets Act 2000,

Resolutions relating to the following items of special business

will be proposed at the forthcoming Annual General Meeting

[AGM’)

(1) Authority to allot new shares and to disapply statutory
pre-emption rights {resolutsons 9 and 10)

The Directors will seek renewal of the authority at the AGM to

1s5Ue up to 2,736,198 new ordinary shares for cash up to an

aggregate nominal amount of £684,049 such amount being
equivalent to 5% of the present 1ssued ordinary share capital
(excluding Treasury shares) as at the last practicable date
before the publication of this document The full text of the
resolutions 1s set out In the Notice of Meeting on page 58 This
authority will expire at the conclusion of the AGM of the
Company 1n 2012 unless renewed at a prior general meeting

It 1s advantageous for the Company 1o be able to 1ssue new
shares {or to sell Treasury shares) to participants purchasing
shares through the JPMorgan savings products and also to
other investors when the Directors consider that it 15 1n the best
interests of shareholders to do so As such issues are only made
at prices greater than the net asset value (the ‘NAV'), they
increase the NAV per share and spread the Company’s
admunistrative expenses, other than the management fee
which is charged on the Company's market capitalisation over
a greater number of shares The issue proceeds are available
for investment in ltne with the Company’s investment policies

(u) Authority to repurchase the Company's shares for cancellation
(resolution 11)
The authority to repurchase up to 14 99% of the Company's
1Issued share capital, granted by shareholders at the 2011 AGM
will expire on 11th October 2012 unless renewed at the
forthcoming AGM The Directors consider that the renewing of
the authority 15 10 the interests of shareholders as a whole as
the repurchase of shares at a discount to the underlying NAV
enhances the NAV of the remamming shares

Resolution 11 gives the Company authority to buy back its own
1ssued ordinary shares in the market as permitted by the
Companies Act 2006 (the ‘Act’} The autharity hmuts the
number of shares that could be purchased to a maximum of

8 203,124 ordinary shares, representing approximately 14 99%
of the Company’s issued ordinary shares as at 12th March 2012
(being the latest practicable date prior to the publication of this
document) The authgnty also sets minimurm and maximum
prices

If resolution 11 15 passed at the AGM 1t 1s the Board's current
intention to hold in Treasury any shares it may repurchase
pursuant to the authority granted to it for possible re-i1ssue ata
premium to NAV

The full text of the resolution is set out in the Notice of Meeting
on pages 58 and 59 Repurchases will be made at the discretion
of the Board and will only be made in the market at prices
below the prevaling NAV per share, thereby enhancing the
NAV of the remaining shares as and when market conditions
are appropriate This authority will expire on 15th October
2013 but 1s the Board’s intention to seek renewal of the
authority at the 2013 AGM
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Directors’ Report continued

Recommendation

The Board considers that resolutions 9 to 11 are ikely to
promote the success of the Company and are in the best
interests of the Company and its shareholders as a whole The
Directors unanmimously recommend that you vote in favour of
the resolutions as they intend to do in respect of their own
bereficial holdings which amount n aggregate to 36,223
shares representing approximately 0 07% of the voting rights
in the Company

Corporate Governance

Compliance

The Company s committed to high standards of corporate
governance This statement, together with the Statement of
Directors’ Responsibilities on page 35 indicates how the
Company has applied the principles of good governance of the
Financial Reporting Council UK Corporate Governance Code
{the 'UK Corporate Governance Code'} and the AIC's Code of
Corporate Governance, (the ‘AlC Code’), which complements
the Combined Code and provides a framework of best practice
for investment trusts

The Board ts responsible for ensuring the appropriate level of
corporate governance and considers that the Company has
complied with the best practice provisions of the UK Corporate
Governance Code insofar as they are relevant to the
Company's business, and the AIC Code throughout the year
under review

Role of the Board

A management agreement between the Company and JPMAM
sets out the matters over which the Manager has authority This
mcludes management of the Company's assets and the
provision of accounting, company secretarial, admimistration
and some marketing services All other matters are reserved
for the approval ¢of the Board A formal schedule of matters
reserved to the Board for decision has been approved This
includes determination and momtoring of the Company’s
investment objectives and pohcy and its future strategic
direction, gearing policy management of the capital structure
appointment and removal of third party service providers,
review of key investment and financial data and the Company's
corporate governance and risk control arrangements

The Board has procedures in place to deal with potentsal
conflicts of interest and, following the introduction of The
Bribery Act 2010, has adopted appropniate procedures

designed to prevent bribery It confirms that the procedures
have operated effectively during the year under review

The Board meets at least quarterly during the year and
additional meetings are arranged as necessary Full and timely
information is provided to the Board to enable 1t to function
effectively and to allow Directors to discharge their
responsibilities

There s an agreed procedure for Directors to take independent
professional adwvice if necessary and at the Company’s expense
This is In addition to the access that every Director has to the
advice and services of the Company Secretary JPMAM, which s
responsible to the Board for ensuring that Board procedures
are followed and that applicable rules and regulations are
complied with

Board Composition

The Board, chaired by Sir Michael Bunbury, censists of five
non-executive Directors, all of whom are regarded by the
Board as independent of the Company’s Manager, Including
the Chairman The Directors have a breadth of investment
knowledge, business and financial skills and expenence
relevant to the Company’s business and brief biographical
details of each Director are set out on pages 22 and 23

A review of Board composition and batance 1s included as part
of the annual performance evaluation of the Board, details of
which may be found below John Scott, as Serior Independent
Director, leads the evaluation of the performance of the
Chairman and may be contacted by shareholders if they have
concerns that cannot be resolved through discussion with the
Chairman

Tenure

Dtrectors are imtially appointed until the following Annual
General Meeting when, under the Company's Articles of
Assoclation, it 1s required that they be appointed by
shareholders Thereafter, a Director's appontment wall run for a
term of three years Subject to the perfoarmance evaluation
carried out each year, the Board wiil agree whether It is
appropnate for the Director to seek an additional term The
Board does not beheve that length of service in itself necessarily
disqualifies a Director from seeking re-election but, when
making a recommendation the Board will take into account the
requirements of the UK Corporate Governance Code, including
the need to refresh the Board and 1ts Committees The Board
has adopted corporate governance best practice and all
Directors must stand for annual reappointment
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The terms and condions of Directors’ appommtments are set
out in formal letters of appointment, copies of which are
available for inspection on request at the Company’s registered
office and at the AGM

Induction and Tramning

On appointment, the Manager and Company Secretary provide
all Directors with induction training Thereafter, regular
briefings are provided on changes in law and regulatory
requirements that affect the Company and the Directors
Directors are encouraged to attend industry and other
seminars coverning 1ssues and developments relevant to
investment trust compamies Regular reviews of the Directors’
training needs are carried out by the Chairman by means of the
evaluation process described below

Meetings and Commuttees

The Board delegates certain responsibilities and functions to
Commiitees Detalls of membership of Committees are shown
with the Directors’ profiles on pages 22 and 23 Directors who
are not members of Commuttees may attend at the invitation of
the Chairman of the relevant Committee

The table below details the number of Board and Committee
meebngs attended by each Director Durning the year there
were five Board meetings, including a separate meeting
devoted to strategy, two private meetings of the Directors, one
of which was to evaluate the Manager, two Audit Committee
meetings and one meeting of the Nomination Committee

Audit Nomnation
Board Committee Committee

Meetings Meetings Meetings
Director Attended Attended Attended
Sir Michael Bunbury 5 n/a 1
Virgima Holmes 5 2 1
Anne McMeehan 5 2 1
John Scott 5 2 1
Humphrey van der Klugt 5 2 1

Board Committees

Nomination Committee

The Nommation Committee, chared by Sir Michael Bunbury,
consists of all of the Directors and meets at least annually to
ensure that the Board has an approprtate balance of skills and
experience to carry out its fiduciary duties and to select and

propose suitable candidates for appointment when necessary
The appointment process takes account of the benefits of
diversity, including gender

The Committee conducts an annual performance evaluation of
the Board, its committees and individual Directors to ensure
that all Directors have devoted sufficient ime and contnbuted
adeguately to the work of the Board and its Committees The
evaluation of the Board considers the balance of experience,
skills independence, corporate knowledge, its diversity,
mcluding gender, and how it works together Questionnaires,
drawn up by the Board with the assistance of JPMAM and a
firm of independent consultants, are completed by each
Director The responses are collated and then discussed by the
Committee The evaluation of individual Directors is led by the
Chairman who also meets with each Director The Senior
Independent Director leads the evaluation of the Chairman’s
performance

The Committee also reviews Directors’ fees and makes
recommendations to the Board as and when required

Audit Committee

The Aaudit Committee, chaired by Virginia Holmes and whose
membership is set out on pages 22 and 23, meets on at least
two occasions each year The members of the Audit Committee
consider that they have the requisite skills and experience to
furfil the responsibihities of the Committee

The Committee reviews the actions and judgements of the
Manager In relation to the half year and annual accounts and
the Company’s compliance with the UK Corporate Governance
Code It reviews the terms of the management agreement and
examines the effectiveness of the Company’s internal control
systems receives information from the Manager’'s Comphance
department and reviews the scope and results of the external
audit its cost effectiveness, the balance of audit and non-audit
services and the independence and objectivity of the external
auditors In the Directors opinion the auditors are considered
ndependent Representatives of the Company’s auduors
attend the Audit Committee meeting at which the draft annuat
report and accounts are considered The Directors’ statement
on the Company's system of nsk management and internal
control is set out below

Both the Nomination Committee and the Audit Committee have
written terms of reference which define clearly their respective
responsibilities, copies of which are available for inspection on

the Company's website on request at the Company’s registered
office and at the Company’s Annual General Meeting
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Directors’ Report continued

Relations with Shareholders

The Board regularly monitors the shareholder profile of the
Company It aims to provide shareholders with a full
understanding of the Company’s activities and performance
and reports formally to shareholders quarterly each year by
way of the annual report and accounts, the half year report and
two Interim management statements This Is supplemented by
the daily publication, through the London Stock Exchange, of
the net asset value of the Company’s shares

All shareholders are encouraged to attend the Company's
Annual General Meeting at which the Directors and
representatives of the Manager are available to meet
shareholders and answer their questions In addition, a
presentation I1s given by the Investment Managers who review
the Company's performance Durning the year the Company's
brokers, the Investment Managers and JPMAM hold regular
discussions with larger shareholders The Directors are made
fully aware of their views The Chairman and Directors make
themselves available as and when required to address
shareholder gueries The Directors may be contacted through
the Company Secretary whose details are shown on page 65

The Company’s Annual Report and Accounts are published in
time to give shareholders at least 20 working days’ notice of
the Annual General Meeting Shareholders wishing to raise
guestions in advance of the meeting are encouraged to submit
questions via the Campany's website or write to the Company
Secretary at the address shown on page 45

Detalls of the proxy voting position on each resolution will be
published on the Company's website shortly after the Annual
General Meeting

Risk Management and Internal Control

The UK Corporate Governance Code requires the Directors, at
least annually, to review the effectiveness of the Company's
system of risk management and internal control and tc report
to shareholders that they have done so This encompasses a
review of all controls, which the Board has identified as
including business, financial, operational, comphance and risk
management

The Directors are responsible for the Company's system of risk
management and internal control which is designed to
safeguard the Company’s assets, maintain proper accounting
records and ensure that financial information used within the
business, or published, 1s reliable However, such a system can
only be designed to manage rather than eliminate the risk of
failure to achieve business objectives and therefore can only

provide reasonable but not absolute, assurance against fraud,
material misstatement or loss

Since iInvestment management, custody of assets and all
administrative services are provided to the Company by
JPMAM and its associates, the Company s system of risk
management and internal control mamly comprises
monitoring the services provided by IPMAM and its associates,
including the operating controls established by them, to ensure
they meet the Company’s business objectives There 1s an
ongoing process for identifying, evaluating and managing the
significant risks faced by the Company This process has been
in place for the year under review and up to the date of the
approval of the Annual Report and Accounts, and it accords
with the Turnbull guidance whilst the Company does not have
an internal audit function of its own, the Board considers that it
1s sufficient to rely on the internal audit department of JPMAM
This arrangement 1s kept under review The key elements
designed to provide effective internal control are as follows

Financial Reporting - Regular and comprehensive review by
the Board of key investment and financial data, including
management accounts, revenue projections, analysis of
transactions and performance comparisons

Management Agreement - Appointment of a manager and
custodian regulated by the Financial Services Authority (FSA),
whose responsibilities are clearly defined in a written
agreement During the year the Company's custody agreement
was reviewed and a new agreement, in line with current
market practice, was signed

Management Systems - The Manager's system of nsk
management and internal cantrol includes organisational
agreements which clearly define the lines of responsibility
delegated authority, control procedures and systems These
are monitored by JPMAM's Comphance department which
regularly monitors comphance with FSA rules

Investment Strategy - Authonsation and monitoring of the
Company's Investment strategy and exposure limits by the
Board

The Board, either directly or through the Audit Commuittee
keeps under review the effectiveness of the Company’s system
of nsk management and internal control by monitoring the
operation cf the key operating controls of the Manager and its
assoclates as follows

< reviews the terms of the management agreement and
receives regular reports from JPMAM's Compliance
department,
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« reviews reports on the nsk management and internal
controls and the operations of its custodian, JPMorgan
Chase Bank, which s itself independently reviewed, and

= reviews every six months an independent report on the risk
management and internal controls and the operations of
JPMAM

By the means of the procedures set out above, the Board
confirms that 1t has reviewed the effectiveness of the
Company’s system of risk management and internal control for
the year ended 31st December 2011 and to the date of approval
of this Annual Report and Accounts

During the course of its review of the system of risk
management and ternat control, the Board has not identified
nor been advised of any fallings or weaknesses which it has
determined to be significant

Corporate Governance and Voting Policy

The Company delegates responsibiity for voting to JIPMAM
The following 1s a summary of JPMAM'’s policy statements an
corporate governance voting policy and social and
environmental 1ssues, which has been reviewed and noted by
the Board

Corporate Governance

JPMAM believas that corporate governance is integral ta our investment
process As part of our commitment ta delivering superior investment
performance to cur chents, we expect and encourage the companies in
which we invest to demonstrate the highest standards of corporate
governance and best business practice We exarmine the share structure
and voting structure of the compames in which we invest, as well as the
board balance, oversight functions and remuneration policy These
analyses then form the basis of our proxy voting and engagement
actwity

Proxy Voting

JPMAM manages the voting nghts of the shares entrusted to it as it would
manage any other asset 1115 the policy of IPMAM to vote i a prudent and
diligent manner, based exclusively on our reasonable jJudgement of what
will best serve the financial interests of our chents So farasis practicable
we will vote at all of the meetings called by companies in which we are
nvested

Stewardship/Engagement

JPMAM recognises its wider stewardsinp responsibiiities to 1ts chents as a
major assel owner Tothis end, we support the introduction of the FRC
Stewardship Code, which sets out the responsibifities of institutional
sharehoiders in respect of investee companies Under the Code,
managers should
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- publicly disclose their policy on how they will discharge their
stewardship responsibiiittes to thewr clients,

- disclose their policy on managmg conflicts of interest,

- monitor their Investee comparnies,

- estabiish clear guidelines on how they escalate engagement,

- bewiliing to act colfectively with other investors where appropriate,

- havea clear policy on proxy vating and disclose their voting record,
and

- reporttochents

JIPMAM endorses the Stewardship (ode for its UK investments and
supports the principles as best practice efsewhere We believe that
regular contact with the companies in which we nvest 1s central to our
Investment process and we also recognise the importance of being an
‘active’ owner on behalf of our chents

Social & Environmental

JPMAM believes that companies should act in a sacially responsible
manner Although our prionity at all ttmes is the best economic interests
of our chents, we recognise that, increasmgly, non-fiancial 1ssues such
as social and environmental factors have the potential to impact the
share price, as well as the reputation of companies Specialists within
IPMAM s environmental, social and governance ('ESG’) team are tasked
with assessing how comparnies deal with and report on social and
environmental risks and 1ssues spedific to their industry

JPMAM is also a signatory to the Urnited Nations Principles of Responsible
Investment, which commuts participants to six principles, with the aim of
icorporating ESG criteria inta their processes when making stock
selection decistons and promoting ESG disclasure Qur detaifed approach
ta how we implemerit the principles 1s available on request JPMAM is also
asignatory to Carbon Disclosure Project JPMorgan Chase 1s a signatory
ta the Equator Principles on managimg social and environmental risk in
project ftnance

JPMAM’s Voting Policy and Corporate Governance Guidelines are
available on request from the Company Secretary or can be downioaded
from JPMAM's website

http //www jpmorganinvestmenttrusts co uk/governance which also sets
out its approach to the seven principles of the FRC Stewardship Code, 1ts
pohcy relating to conflicts of interest and 1ts detailed voting record

er of the Board
an Latter, for and on behalf of
organ Asset Management (UK) Limited,

Secretary
13th March 2012
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Directors’ Remuneration Report

The Board has prepared this report in accordance with the
requirements of Section 421 of the Companies Act 2006
An ordinary resolution to approve this report wili be put to
shareholders at the forthcoming Annual General Meeting

The law requires the Company’s auditor to audit certain of the
disclosures provided where disclosures have been audited
they are indicated as such The auditor s opimon 1s included in
their report on page 36

Directors’ Remuneration’

201 2010
Directors’ Name £ £
Sir Michael Bunbury {Charman) 32,000 30,000
Virginia Holmes 25,000 22,000
Anne McMeehan 21,000 18,000
John Scott 2L,000 18,000
Humphrey Van Der Klugt 21,000 18,000
Total 120,000 106,000

1apdited infarmation

In the year under review, Directors’ fees were paid at the
following rates Chairman £32,000, Chairman of the Audit
Committee £25.000 and other Directors £21,000

The Board's policy for this and subsequent years is that
Directors’ fees should properly reflect the time spent by the
Directors on the Company s business and should be at a level
to ensure that candidates of a hrgh calibre are recruited to the
Board The Chairman of the Board and the Chairman of the
Audit Committee are paid higher fees than the other Directors,
reflecting the greater time commitment involved in fulfilling
those roles

As all of the Directors are non-executive, the Board has not
established a Remuneration Committee instead, the
Nomination Committee reviews Directors’ fees on a regular
basis and makes recommendations to the Board as and when
appropriate Reviews are based on information provided by the
Manager, JPMAM, and industry research carried out by third
parues on the level of fees paid to the directors of the
Company’s peers and within the investment trust industry
generally The Directors’ fees are not performance related
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The Company s articles of association provide that any increase
in the maximum aggregate annual imit on Directors’ fees,
currently £175,000, requires both Board and shareholder
approval

The terms and conditions of Directors’ appointments are set
out in formal letters of appointment Detalls of the Board s
policy on tenure are set out on page 30

The Company does not operate any type of incentive or
pension scheme and therefore no Directors receive bonus
payments or pension contributions from the Company or hold
options to acquire shares in the Company The Directors do not
have service contracts and are not paid compensation for loss
of office No other payments are made to Directors, other than
the reimbursement of reasonable out-of-pocket expenses
incurred In connection with attending the Company's business

A graph showing the Company s share price total return
compared with its benchmark, the FTSE all-Share index, 15
shown below

Five Year Share Price and Benchmark Total
Return Performance to 31st December 2011

Source Mormingstar/Datastream
== Share price total return
w=a  Benfhmark total return

g e of the Board
JoR n Latter, for and on behalf of
JPMOrgan Asset Management (UK) Limited,

Secretary
13th March 2012
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Statement of Directors’

Responsibilities

The Directors are responsible for prepaning the annual report
and accounts in accordance with applicable law and
regulations

Company law requires the Directors to prepare financial
statements for each financial year Under that law, the Directors
have elected to prepare the financial statements in accordance
with Unuted Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and apphicable law)
Under Company law the Directors must not approve the
financial staterments unless they are satisfied that they give a
true and fair view of the state of affairs of the Company and of
the profit or loss of the Company for that period In preparing
these financial statements, the Directors are required to

«  select suitable accounting policies and then apply them
consistently,

+ make judgements and estimates that are reascnable and
prudent, and

* state whether applicable UK Accounting Standards have
been followed, subject to any material departures disclosed
and explained in the financial statements

The Directors are responsible for keeping proper accounting
records that are suffictent to show and explain the Company’s
transactions and disclose with reasonable accuracy at any
time the financial position of the Company and to enable
them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud
and other irregularities

The accounts are published on the www jpmclaverhouse co uk
website, which is maintained by the Company’s Manager
JPMorgan Asset Management {UK) Limited (‘JPMAM ) The

maintenance and integnity of the website maintained by
IPMAM 15, so far as it retates to the Company. the responsibility
of IPMAM The work carried out by the auditors does not
involve consideration of the maintenance and integrity of this
website and, accordingly, the auditors accept no responsibility
for any changes that have occurred to the accounts since they
were initially presented on the website The accounts are
prepared in accordance with UK legistation, which may differ
from legislation in other junisdictions

under applicable law and regulations the Directors are also
responsible for preparing a Directors’ Report and Directors’
Remuneration Report that comply with that law and those
regulations

Each of the Directors, whose names and functions are listed in
the Directors’ Report confirm that, to the best of their
knowledge

« the financ:al statements which have been prepared in
accordance with United Kingdom Generally Accepted
Accounting Practice {United Kingdom Accounting
Standards and applicable law), give a true and fair view of
the assets habilities, inancial position and return or loss of
the Company, ang

» the Directors’ Report includes a fair review of the
development and perfermance of the business and the
posttion of the Company, together with a description of the
principal risks and uncertainties that it faces

For and on behalf of the Board
Michael Bunbury

Chairman

i3th March 2012
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Independent Auditor’s Report

Independent Auditor’s Report to the members of JPMorgan
Claverhouse Investment Trust plc

We have audited the financial statements of JPMorgan
Claverhouse (the "Company’) for the year ended 31st December
2011 which comprise the Income Statement, the Reconciliation of
Movements tn Shareholders’ Funds, the Balance Sheet, the Cash
Flow Statement and the related notes The financial reporting
framework that has been applied in their preparation is
apphcable law and United Kingdom Accounting Standards
(united Kingdom Generally Accepted Accounting Practice)

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

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities
Statement set out on page 35, the directors are responsible for
the preparation of the financial statements and for being
satisfied that they give a true and fair view Our responsibility 1s
to audit and express an opinion on the financial statements in
accordance with apphicable law and International Standards on
Auditing (UK and Iretand) Those standards require us to comply
with the auditing Practices Board's Ethical Standards for
Auditors

Scape of the aucht of the financial statements

An audit iInvolves obtaining evtdence about the amounts and
disclosures in the financial statements sufficient to give reascnable
assurance that the financial staterments are free from material
misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropriate to
the Company’s circumstances and have been consistently applied
and adequately disctosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentation of the financial statements In addition we read all
the financial and non-financial information in the Annual Report
and Accounts to identify matenal inconsistencies with the audited
financial statements If we become aware of any apparent matenial
misstatements or inconsistencies, we consider the implications for
our report

Opinion on financial statements
In our opinion the financial statements

+ Bive atrue and fair view of the state of the Company's affairs
as at 31st December 2011 and of 1ts }oss for the year then
ended,
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+ 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

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

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

« theinformation given in the Directors’ Report for the
financial year for which the financial statements are
prepared is 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, N our opiMIon

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

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

« certan chsclosures of directors’ remuneration specified by
law are not made, or

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

Under the Listing Rules we are required to review
= the Directors statement, set out on page 27, 1n relation to
gOINE concern

= the part of the Corporate Governance Statement relating to
the company’s compliance with the mine provisions of the
UK Corporate Governance Code specified for our review, and

+ certain elements of the report to the shareholders by the
Board on Directors remuneration

Z AKX 4. Houoy L
Michael-John Albert (Semor statutory auditor)
for and on behalf of

Ernst & Young LLP, Statutory Auchior
London

13th March 2012
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Income Statement

for the year ended 31st December 2011

2011 2010
Revenue Capital Total Revenue Capital Total
Notes £'000 £'000 £'000 £000 £000 £000
(Losses)/gains on investments held at
fair valtue through profit or loss 2 - (27,158) (27,158} - 35,257 35,257
Net foreign currency losses - (3) (3) - - -
Income from mnvestments 3 11,129 - 11,129 9374 - 9,374
Other interest recewvable and simifar mcome 3 8 - 8 63 - 63
Gross return/(loss) 11,137 (27,161) {16,024} 9437 35,257 44,694
Management fee 4 (447) {831} {1,278) (431) {802) (1.233)
Other admimistrative expenses 5 {643) - (643) (610) - {610}
Net return/(loss} on ordmary activities
before finance costs and taxation 10,047 (27,992) {17,945) 8,396 34,455 42,851
Finance costs 6 (812) (1,508) (2,320) {770) (1,430} {2,200)
Net return/(loss) on ordinary activities
before taxation 9,235 (29,500) (20,265) 7626 33,025 40,651
Taxation 7 (9) - 9) (15} - {15)
Net return/(loss) on ordinary activities
after taxation 9,226 (29,500) (20,2743) 7,611 33,025 40,636
Return/(loss) per share 8 16.73p (53.50)p (36.77)p 13 63p 5912p 7275p
Dividends declared and payable n
respect of the year 18.25p 1750p
Dwidends pawd during the year 9 17.50p 1690

All revenue and capital items in the above statement derrve from continuing operations No operations were acquired or

discontinued in the year

The *Total’ column of this staterment 1s the profit and loss account of the Company and the ‘Revenue’ and ‘Capital’ colurmns
represent supplementary information prepared under guidance 1ssued by the Association of Investment Companies The Total
column represents all the information that 1s required to be disclosed in a Statement of Total Recognised Gains and Losses
{"'STRGL') For this reason a STRGL has not been presented

The notes on pages 41 to 57 form an integral part of these accounts
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Reconciliation of Movements in
Shareholders’ Funds

Calted up Capital
share Share redemption Capital Revenue
capital premium reserve reserves reserve Total
£000 £000 £000 £000 £000 £000
At 31st December 2009 14,192 149,641 6,680 68,504 15,313 254,330
Repurchase of shares into Treasury - — - (4,334) - (4,334)
Net return on ordinary activities - — - 33,025 7611 40,636
Dividends appropriated in the year - - - - (5.460) (9,460)
At 31st December 2010 14,192 149,641 6,680 97,195 13,464 281,172
Repurchase of shares Into Treasury - - - (2,821) - {2,821)
Net {loss)/return on ordinary activities - - - (29,500) 9226 (20,274)
Dividends appropriated in the year - - - - (9,659) {9,659)
At 31st December 2011 14,192 149,641 6,680 64,874 13,031 248,418

The notes an pages 41 to 57 form an integral part of these accounts
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Balance Sheet

at 31st December 2011

2011 2010

Notes £000 £000

Fixed assets
Investrnents held at fair value through profit or loss 266,673 305,450
Investments in hquidity funds held at fair value through profit or loss 10,546 5,046
Total investments 10 277,219 310,496
Current assets n
Debtors 1,474 1,334
Cash and short term deposits 259 207

1,733 1,541
Creditors: amounits falling due within one year 12 (777) (1,134)
Net current assets 956 407
Total assets less current liabilities 278,175 310903
Creditors: amounts fallng due after more than one year 13 (29,757) (29,731)
Net assets 248,418 281,172
Caprtal and reserves
Called up share capital 14 14,192 14,192
Share premium 15 149,641 149,641
Capital redemption reserve 15 6,680 6,680
Capital reserves 15 64,874 97195
Revenue reserve 15 13,031 13464
Total equity shareholders’ funds 248,418 281,172
Net asset value per share 16 453.9p 507 8p

The accounts on pages 37 to 57 were approved and authonsed for 1ssue by the Directors on 13th March 2012 and were signed on

thT behalf by

Michael Bunbury
Chairman

The nates on pages 41 to 57 form an integra! part of these accounts

The Company's registration number 1s 754577,
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Cash Flow Statement

for the year ended 31st December 2011

2011 2010

Notes £'000 £'000
Net cash inflow from operating activities 17 8,989 7143
Returns on investments and servicing of finance
Interest paid {2,287) (2,180)
Taxation
Overseas tax recovered 4 7
Capital expenditure and financial investment
Purchases of investments (192,304) (156,528}
Sales of investments 198,452 165,456
Other capital charges (6) (13}
Net cash inflow from capital expenditure and financial investment 6,142 8915
Dwvidends paid (9,659) (9,460}
Net cash inflow before financing 3,189 4,425
Financing
Repurchase of shares nto Treasury {3,134) (4,392)
Net cash outflow from financing activity {3,134) (4,392)
Increase in cash and cash equivalents 18 L1 33

The notes on pages 41 to 57 form an integral part of these accounts
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Notes to the Accounts

for the year ended 31st December 2011

1
@

b

{c

S—

(d)

Accounting policies

Basis of accounting

The accounts are prepared in accordance with the Companies Act 2006, Umnited Kingdom Generally Accepted Accounting
Practice ('UK GAAP’) and the Statement of Recommended Practice 'Financial Statements of Investment Trust Companies and
Venture Capital Trusts’ (the "SORP’} 1ssued by the AIC in January 2009 All of the Company’s operations are of a continuing
nature

The accounts have been prepared on a going concern basis
The policies apphed in these accounts are consistent with those applied in the preceding year

Valuation of investments

The Company’s business 1s investing in financial assets with a view to profiting from their total return in the form of iIncome
and capital growth Thus portfolio of financial assets 1s managed and its performance evaluated on a fair value basis. in
accordance with a documented investment strategy and information is provided internally on that basis to the Company's
Board of Directors Accordingly, upon imitial recogmition the investments are designated by the Company as *held at fair value
through profit or loss' They are included initially at fair value which is taken to be their cost, excluding expenses incidental to
purchase which are written off in the capital column of the Income Statement at the time of acquisition Subsequently the
investments are valued at fair value, which are quoted bid prnices for investments traded 1in active markets

All purchases and sales are accounted for on a trade date basis

Accounting for reserves

Gains and fosses on sales of investments, any performance fee realised management fee and finance costs allocated to capital
and any other capnal charges, are included in the Income Staternent and dealt with in capital reserves within ‘Gains and losses
on sales of iInvestments' Increases and decreases in the valuation of investmenits held at the year end and any performance
fee provision, are included in the Income Statement and dealt with in capital reserves within "Holding gains and losses on
investments’

Income

Dividends recevable are included in revenue on an ex-dividend basis except where, in the opinion of the Board, the dvidend
1s capital in nature, In which case it 1s included in capital

UK dividends are included net of tax credits and unfranked income 15 included gross of any income tax Overseas dividends
are included gross of any withholding tax

where the Company has elected to receive scrip dividends in the form of additional shares rather than in cash, the amount of
the cash dividend foregone 1s recognised in revenue Any excess in the vatue of the shares recewved over the amount of the
cash dividend 1s recognised in capital

Deposit interest receivable and underwnting commission are taken to revenue on an accruals basis

underwriting commission 1s recognised in revenue where it relates 10 shares that the Company 1s not required to take up
where the Company is required to take up a proportion of the shares underwritten, the same proportion of commission
received 1S deducted from the cost of the shares taken up with the balance included in revenue
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Notes to the Accounts continued

(e}

)]

®

(h

U}

42

Accounting policies continued

Expenses
All expenses are accounted far on an accruals basis Expenses are allocated wholly to revenue with the following exceptions

- any performance fee 15 allocated 100% to capital

- the management fee 1s allocated 35% to revenue and 65% to capital in ine with the Board's expected long term spht of
revenue and capital return from the Company's investment portfalio,

- expenses incidental to the purchase of an investment are included within the cost of the investment and those inadental to
the sale are deducted from the sale proceeds These expenses are commonly referred to as transaction costs and comprise
brokerage commission and stamp duty Details of transaction costs are given 1n note 10 on page 47

Finance costs

Finance costs are accounted for using the effective interest rate method and in accordance with the provisions of FRS 26
‘Financial Instruments Measurement’

Finance costs are allecated 35% to revenue and 65% to capital In line with the Board's expected long term spht of revenue and
capital return from the Company s investment portfolio

Financial instruments

Cash and short term deposits may comprise cash and demand deposits which are readily convertible ta a known amount of
cash and are subject to insignificant nsk of changes in value

Other debtors and creditors do not carry any interest, are short term in nature and are accordingly stated at nominal value as
reduced by appropriate allowances for estimated irrecoverable amounts

The debenture in 1ssue, bank loans and overdrafts are classified as loans and recervables and are measured at amortised cost
They are recorded at the proceeds received net of direct 1ssue costs Premiums payable on settlement or redemption and
drrect issue costs are accounted for on an accruals basis In profit or loss using the effective interest rate method

Taxation
Current tax s provided at the amounts expected to be paid or recovered

Deferred tax i1s accounted for in accordance with FRS 19 ‘Deferred Tax’

Deferred tax 1s provided on all timing differences that have originated but not reversed by the balance sheet date Deferred tax
lhabilities are recognised for all taxable timing differences, but deferred tax assets are only recognised to the extent that it 1s
more likely than not that taxable profits will be available against which those timing differences can be utilised

Tax rehef 1s allocated to expenses charged to capital on the ‘'marginal basis’ On this basis, If taxable income is capable of being
entirely offset by revenue expenses then no tax relief 1s transferred to capital

Deferred tax I1s measured at the tax rate which 1s expected to apply m the periods in which the timing differences are expected
to reverse, based on tax rates that have been enacted or substantively enacted at the balance sheet date and 1s measured on
an undiscounted basis

Functional currency

In accordance with FRS 23 “The Effects of Changes in Fareign Currency’, the Company 15 required to norminate a functional
currency, being the currency in which the Company predominantly operates The Board has determined that steriing is the
Company s functional currency Sterling s also the currency in which these accounts are presented
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(k)

{

Dividends payable

In accordance with FRS 21 *Events after the Balance Sheet Date’, dividends are included in the accounts in the year in which

they are paid
Value Added Tax (‘'VAT’)

Irrecoverable VAT 15 included in the expense on which 1t has been suffered Recoverable VAT is calculated using the partial

exemption method based on the proportion of zero rated supphes to total supplies

Repurchase of shares to hold in Treasury

The cost of repurchasing shares into Treasury, mcluding the related stamp duty and transaction costs 1s charged to capital

reserves and dealt with in The Reconciliation of Movements in Shareholders’ Funds Share repurchase transactions are

accounted for on a trade date basis Where shares held in Treasury are subsequently cancelled, the nominal value of those
shares s transferred out of called up share capital and into the capital redemption reserve

Should shares held in Treasury be reissued, the sales proceeds will be treated as a realised profit up to the amount of the
purchase price of those shares and will be transferred to capital reserves The excess of the sales proceeds over the purchase

price will be transferred to share premium

2011 2010
£000 £'000
(Losses)/gains on investments held at fair value through profit or loss
Gains on sales of iInvestrments held at fair value through profit or loss based
on historical cost 4,440 17959
Amounts recognised in investment holding gains and losses in the previous
year in respect of investments sold during the year (24,856) (14,026)
(Losses)/gains on sales of investments based on the carrying vaiue at the previous
balance sheet date (20,416} 3933
Net movement in investment helding gams and losses {6,736) 31,337
Other capital charges (6) (13)
Total capital (losses)/gains on investments hetd at fair value through profit or loss (27,158) 35,257
2011 2010
£'000 £'000
ncome
tncome from investments
Franked dividends 10,320 8,805
Overseas dividends 613 495
Unfranked dividends 107 -
Scrip dividends 31 45
Dividends from hauidity fund 58 29
11,129 9,374
Other interest receivable and similar mcome
Underwriting commission 7 62
Deposit interest 1 1
8 63
Total income 11,137 9,437
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Notes to the Accounts continued

2011 2010
Revenue Capital Total Revenue Capital Total
£'000 £'000 £000 £'000 £000 £000
4, Management fee
Management feg' 447 B31 1,278 431 802 1,233
Detalls of the management fee are given in the Directers’ Report on page 27
2011 2010
£'000 £000
5 Other administrative expenses
Administration expenses 219 231
Drrectors’ fees! 120 106
Savings scheme costs® 274 247
Auditor’s remuneration for audit services® 28 25
Auditor's remuneration for other services* 2 1
643 610

Ipetails ave givenn the Directors’ Remuneration Report on page 34

2These fees were paid to JPMAM for the marketing and administration of savings scheme products
Ancludes £5,000 (2010 £4,000) trrecoverable vaT

4Includes £300 (2010 £100) irrecoverahle VAT

2011 2010
Revenue Capital Total Revenue Capital Total
£000 £'000 £000 £000 £'000 £'000
6. Fnance costs
interest on bank loans and overdrafts 68 125 193 26 48 74
Debenture interest 744 1,383 2,127 744 1,382 2,126
812 1,508 2,320 770 1,430 2,200
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7  Taxation
(3} Analysis of tax charge for the year

2011 2010

£000 £000

Overseas withholding tax 9 8
Prior year adjustment - 7
Current tax charge for the year 9 15

{b)} Factors affecting current tax charge for the year

The tax assessed for the year Is higher (2010 lower) than the Company’s apphcable rate of corporation tax for the year of

26 5% (2010 28%) The factors affecting the current tax charge for the year are as follows

201 2010
Revenue Capital Total Revenue Capital Total
£000 £000 £000 £'000 £'000 £'000
Net return/(loss) on ordinary activities before taxation 9,235 (29,500) (20,265) 7,626 33,025 40,651
Net return/{loss) on orcinary activities before
taxation multiphed by the Company's applicable
rate of corporation tax of 26 59% (2010 28%) 2,447 (7,818} (5,371) 2,135 9,247 11,382
Effects of
Non taxable capital losses/{gains) - 7,198 7,198 - (9,872) (.872)
Non taxable UK dividends {2,735} - (2,735) (2.465) - {2.465)
Non taxable overseas dividends {162) - (162) (138) - (138}
Non taxable scrip dividends (8} - (8) (13) - {13}
Income taxed in different periods - - - 2 - 2
Excess capital expenses arising in the year - 620 620 - 625 625
Overseas withholding tax 9 - 9 8 - 8
Unrelieved expenses and charges 458 - 458 479 - 479
Prior year adjustrment - - - 7 - 7
Current tax charge for the year 9 - 9 15 - 15

{c) Deferred taxation

The Company has an unrecognised deferred tax asset of £19.360,000 {2010 £1$,810,000) based an a prospective corporation
tax rate of 25% (2010 27%) The reduction in the standard rate of corporation tax was substantively enacted on 5th July 2011
and 1s effective from 1st April 2012 The deferred tax asset has ansen due to the cumulative excess of deductible expenses over

taxable mcome Given the composition of the Company’s portfolio, it1s not hikely that this asset will be utihsed in the

foreseeable future and therefore no asset has been recognised in the accounts

aiven the Company’s status as an Investment Trust Company and the intention to continue meeting the conditions required to
obtain approval, the Company has not provided for deferred tax on any capital gains or losses ansing on the revaluation or

disposal of investments
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Notes to the Accounts continued

8 Return/(loss) per share

The revenue return per ordinary share 1s based on the earnings attributable to the ordinary shares of £9,226,000 (2010
£7.611,000) and on the weighted average number of shares in issue during the year of 55,140,654 {2010 55,860,096}

The capital loss per ordinary share 1s based on the capital loss attnbutable to the ordinary shares of £29,500,000 {2010
£33,025,000 return) and on the weighted average number of shares in 1ssue during the year of 55,140,654 {2010 55,860,096)

The total loss per ordinary share 1s based on the total loss attnibutable to the ordinary shares of £20,274,000 {2010
£40,636,000 return) and on the weighted average number of shares in issue during the year of 55,140,654 (2010 55,860,096)

9. Dwidends

(a) Dividends paid and declared
2011 2010
£'000 £'000
unclaimed dividends refunded to the Company' (3) (1)
2010 fourth quarterly dividend of 70p (2009 6 4p) paid In March 2011 3,876 3,607
First quarterly dividend of 3 5p (2010 3 5p) pad In June 2011 1,938 1959
Second quarterly dividend of 3 5p {2010 3 5p) paid in September 2011 1,924 1951
Third quarterly dividend of 3 5p (2010 3 5p) paid in December 2011 1,924 1944
Total dividends paid in the year 9,659 9460
2011 2010
£000 £'000
Fourth quarterly dwvidend of 775p (2010 70p) payable on 1st March 2012 4,242 3,876

IRepresents dividends which remain unclamed after a period of 12 years and thereby become the property of the Company

The fourth quarterly dividend has been declared in respect of the year ended 31st December 2011 In accordance with the
accounting policy of the Company this dividend will be reflected in the accounts for the year ending 31st December 2012

(b} Dividends for the purposes of Section 1158 of the Corporation Tax Act 2010 {‘Section 1158'}
The requirements of Section 1158 are considered on the basis of dividends declared in respect of the financial year as shown
below The revenue available for distribution by way of dividend for the year 15 £9,226,000 (2010 £7.611 000} Brought forward
revenue reserves amounting to £802,000 {2010 £2,119,000) have been utilised in order to finance the dividend

2011 2010

£000 £000

First quarterly dvidend of 3 5p (2010 3 5p} paid In June 2011 1,938 1959
Second quarterly dividend of 3 5p (2010 3 5p} patd in September 2011 1,924 1951
Thurd quarterly dividend of 3 5p (2010 3 5p) paid in December 2011 1,924 1944
Fourth quarterly dividend of 775p (2010 70p) payable in March 2012 4,242 3,876
10,028 9730
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2011 2010
£000 £'000
10. Investments
Investments listed on a recognised stock exchange 277,219 310496
Opening book cost 259,861 250,778
Opening investrnent holding gains 50,635 33,324
Opening valuation 310,496 284,102
Movements in the year
Purchases at cost 192,327 156,580
Sales - proceeds (198,452) {165,456)
{Losses)/gains on sales of investments based on the carrymg value at the previous
balance sheet date (20,416) 3933
Net movement In investment holding gains and losses (6,736) 31,337
Closing vajuation 277,219 310,496
Closing book cost 258,176 259,861
Closing investment holding gamns 19,043 50,635
Total investments held at fair value through profit or loss 277,219 310,496
During the year, prior year investment holding gains amounting to £24,856,000 were transferred to gains an sales of
investments as disclosed 1n note 15 on page 49
Transaction costs on purchases during the year amounted to £890,000 (2010 £913,000) and on sales during the year
amounted to £211 000 {2010 £346,000) These costs comprise brokerage commission and stamp duty
201 2010
£000 £'000
Current assets
Debtors
Dividends and interest receivable 1,423 1,275
Tax recoverable 20 9
Cther debtors 31 50
1,474 1,334

The Directors consider that the carrying amount of debtors approximates to their far value

Cash and short term deposits

Cash and short term deposits compnises bank balances and short term deposits The carrying amount of these balances
represents their fair value Cash balances in excess of a predetermined amount are placed on short term deposit at market

rates of interest
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Notes to the Accounts continued

2011 2010
£'000 £'000

12. Creditors: amounts falling due within one year
Securities purchased awaiting settlement 95 103
Repurchases of the Company's own shares awaiting settlement 54 367
Other creditors and accruals 628 664
777 1,134

The Directors consider that the carrying amount of creditors falling due within one year approximates to their fair value

2011 2010
£000 £'000
13. Creditors- amounts falling due after more than one year
Falling due after more than five years
£30,000,000 79 debenture stock 30th March 2020 29,757 29731
The debenture 15 secured by a floating charge over the assets of the Company
2011 2010
£000 £000
14, Share capital
Allotted and fully paid
Opening balance of 55,369.483 (2010 56,357,053) shares,
excluding shares held in Treasury 13,843 14,090
Repurchase of 635,504 (2010 987,570) shares into Treasury {159} (247)
Subtotal 13,684 13,843
2,031,674 (2010 1,396,170) shares held in Treasury 508 349
Closing balance' 14,192 14,162

'Represents 56,765,653 (2010 56,765,653) shares, including 2,031,674 (2010 1,396,170) shares held in Treasury

During the year the Company repurchased 635,504 shares into Treasury for a total consideration of £2,821,000 The reason
for the purchases was to seek to manage the volatiity and absolute level of the share price discount to net asset value per
share
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15.

16

17

Capital reserves
Gans and Holding
Capital losses on gains and
Share redemption sales of losses on Revenue
premium reserve investments  investments reserve
£000 £'000 £000 £000 £000
Reserves
Opening balance 149.641 6,680 46,560 50,635 13,464
Foretgn currency losses on cash and short term deposits - - (3) - -
Losses on sales of investments based on the carrying value at the
previous balance sheet date - - {20416) - -
Net movement in investment holding gains and losses - - - (6,736) -
Transfer on disposal of investments - - 24,856 (24.856) -
Repurchase of shares into Treasury - - (2.821) - -
Management fee and finance costs charged to capital - - (2.339) - -
Cther capital charges - - ()] - -
Dividends appropriated in the year - - - - (9,659)
Retained revenue for the year - - - - 9226
Closing balance 149,641 6,680 45,831 19,043 13,031

Net asset value per share

Net asset value per share is based on the net assets attributable to the ordinary shareholders of £248,418,000 (2010

£281,172,000} and on the 54,733 979 (2010 55,369,483) shares in 1ssue at the year end, excluding shares held in Treasury

2011 2010
£'000 £000
Reconcihiation of total (foss)/return on grdinary activities before finance costs
and taxation to net cash inflow from operating activities
Net total {loss)/return on ordinary actvities before finance costs and taxation (17.945) 42,851
Less net capital loss/{return) before finance costs and taxation 27,992 (34,455)
Increase in accrued mcome (148) (396)
{Decrease)/Increase in accrued expenses (42) 12
Decrease/(increase) in other debtors 19 5
Scrip dividends receved as income (31) (45)
Management fee charged to capital (831) (802)
Overseas withholding tax and UK income tax (25) (17
Net cash inflow from operating activities 8,989 7143
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Notes to the Accounts continued

i8.

19.

20

50

At At

31st December Exchange Other | 31st December

2010 Cash flow movement mevements 2011

£'000 £000 £000 £'000 £'000

Analysis of changes in net debt

Cash and short term deposits 207 55 (3) - 259
Debenture falling due after more than five years (29731 - - (26) 29,757}
Net debt {29,524} 55 (3} {26) (29,498)

Conttngent habilities and capital commitments

At the balance sheet date there were no contingent labilities or capital commitments (2010 none)

Transactions with the Manager

Details of the management contract are set out in the Directors’ Report on page 27 The management fee payable to JPMorgan
Asset Management (UK) Limited (CJPMAM’) for the year was £1,278,000 (2010 £1,233,000) of which £nil (2010 £} was
outstanding at the year end

Included in other administration expenses in note 5 on page 44 are safe custody fees amounting to £5,000 (2010 £4,000)
payable to JPMorgan Chase of which £2,000 (2010 £1,000} was outstanding at the year end

During the year £274,000 (2010 £247,000) was payable to JPMAM for the marketing and adminustration of savings scheme
products, of which £n1l {2010 £18,000) was outstanding at the year end

JPMAM may carry out some of its dealing transactions through group subsidiaries These transactions are carried out at arm's
length Commission amounting to £136,000 {2010 £32,000) was payable 10 JPMorgan Secunties Limited for the year of which
£n1l (2010 £nily was outstanding at the year end

The Company holds investments in JPMorgan UK Smaller Companies Fund and JPMorgan Smaller Companies Investment
Trust which are managed by JPMAM At the year end these were valued at £10 8 million (2010 £13 8 milhon) and represented
39% (2010 4 5%;) of the Company's investment portfolio During the year the Company made £l {2010 £m) purchases of
such investments and sales with a total value of £1 1 million {2010 £nil} Income amounting to £212,000 (2010 £311,000) was
receivable from these investments duning the year of which £95,000 (2010 £103 000) was outstanding at the year end

The Company also holds an investment in The JPMorgan Sterling Liguidity Fund, managed by JPMAM At the year end this was
valued at £10 5 million (2010 £5 O mullion) and represented 3 8% (2010 1 6%) of the Company s investment partfolio During
the year, the Company made purchases of this investment with a total value of £56 0 million (2010 £28 1 miliion} and sales
with a total value of £50 5 million (2010 £26 3 million) Income amounting to £58,000 (2010 £29,000) was receivable from
this investment during the year of which £6,000 (2010 £2,000) was outstanding at the year end

Handling charges on dealing transactions amounting to £6,000 (2010 £13,000) were payable to IPMorgan Chase duning the
year of which £3,000 (2010 £3,000) was outstanding at the year end

At the year end, a bank balance of £259,000 (2010 £207000) was held with JPMorgan Chase A net amount of interest of
£1,000 (2010 £1,000) was recewvable by the Company during the year from JPMorgan Chase, of which £mil (2010 £mily was
outstanding at the year end
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21. Disclosures regarding financial instruments measured at fair value
The Company’s financial instruments that are held at farr value comprise its investment portfolio
The investments are categorised into a hierarchy consisting of the following three levels
Level 1 - valued using quoted prices In active markets

Level 2 - valued by reference to valuation techniques using observable inputs other than quoted market prices included
within Level 1

Level 3 - valued by reference to valuation techniques using inputs that are not based on observable market data

Categorisation within the hierarchy has been determined an the basis of the lowest level input that is significant to the fair
value measurement of the relevant asset

Details of the valuation technigques used by the Company are given in note 1(b) on page 41

The following table sets out the fair value measurements using the above hierarchy at 31st December

2011
Level 1 Levei 2 Level 3 Total
£000 £000 £000 £'000
Financial assets held at fawr value through profit or loss at
31st December 2011
Equity investments 266,673 - - 266,673
Liquidity funds 10,546 - - 10,546
Total 277,219 - - 277,219
2010 |
Levell Level 2 Level 3 Total
£'000 £'000 £'000 £000
Financial assets held at far value through prefit or loss at
3ist December 2010
Equity investments 305450 - - 305,450
Liguidity funds 5046 - — 5,046
Total 310,496 - - 310,496

There have been no transfers between Levels 1, 2 or 3 duning the year (2010 £rul)
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Financial instruments’ exposure to nisk and nisk management policies

As an investment trust the Company invests in equities and other securities for the long term so as to secure its investment
objective stated on the ‘Features’ page In pursuing this objective, the Company Is exposed to a vanety of risks that could
result in a reduction in the Company’s net assets or a reduction 1n the profits available for dividends

These risks include market nisk (comprising interest rate risk and other price risk), hguidity nisk and credit risk The Directors’
pohcy for managing these risks 1s set out below The Company has no significant direct exposure to foreign exchange risk The
Company Secretary, In close co-operation with the Board and the Manager, co-ordinates the Company’s nsk management
strategy

The objectives, policies and processes for managing the risks and the methods used to measure the risks that are set out
below, have not changed from those applying in the comparative year The Company's financial instruments may comprise the
following

- tnvestments in UK equity shares and other secunities, which are held in accordance with the Company’s investment objective
- short term debtors creditors and cash arising directly from Its operations,

- a debenture 1ssued by the Company the purpose of which 1s to finance the Company’s operations, and

- asterling loan facility, the purpose of which 1s to finance the Company’s operations

Market risk

The fair value or future cash flows of financial Instruments held by the Company may fluctuate because of changes in market
prices This market risk compnises two elements - interest rate risk and other price nsk Information 1o enabte an evaluation of
the nature and extent of these two elements of market price nsk 1s given i parts ()) and (1) to this note, together with
sensitivity analyses where approprate The Board reviews and agrees policies for managing these nisks, and these policies
have remained unchanged from those applying in the comparative year The Manager assesses the exposure to market risk
when making each investment decision and monitors the overall tevel of market risk an the whole of the investment portfolio
on an ongeing basis

{1} Interest ratensk
Interest rate movements may affect the level of iIncome recevable on cash depasits and the hquidity fund, and the interest
payable on the Company’s vanable rate cash borrowings when rates are re-set There 15 no *fair value’ interest rate risk
attached to the Company’s debenture ini1ssue, as it 1s carried in the accounts at amortised cost

Management of interest rate nsk
Liquidity and borrowings are managed with the aim of increasing returns to shareholders The Company’s gearing policy 15
to operate within a range of 95% to 120% invested in normal market conditions

The possible effects on cash flows that could arise as a result of changes in interest rates are taken into account when the

Company borrows on the loan faciity However, amounts drawn down on this facility are for short term periods and
therefore exposure to interest rate risk 1s not significant
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Interest rate exposure

The Company has a £30 million 7% debenture 1n 1ssue which 1s repayable on 30th March 2020 The Company has no other
financial assets or habilives carrying fixed rates of interest The exposure of financial assets and habilities to floating
nterest rates, giving cash flow interest rate risk when rates are re-set, 15 shown below

2011 2010
£000 £'000

Exposure to floating interest rates
Cash and short term deposits 259 207
JPMorgan sterling Liquidity Fund 10,546 5046
Totat exposure 10,805 5,253

Interest receivable and finance costs are at the following rates
- Interest receivable an cash balances s at a margin below LIBOR
- The target interest rate earned on the JPMorgan Sterling Liquidity Fund is the 7 day sterling London Interbank Bid Rate

- During the year, ING Bank agreed to increase the Company's floating rate loan facility from £5 milhion to £15 mulhon and to
extend the maturity date to 30th March 2012 Interest Is payable at a 1 30% margin over LIBOR as offered in the market
for the loan penod plus the ‘mandatory costs’ rate, which Is the lender’s cost of complying with certain regulatory
requirements Commitment fees are payable at the rate of 0 52% per annum on the daily available but undrawn balance
of the facility The Company has drawn an this facility during the current and comparative year, but 1t was undrawn at
both year ends

The exposure during the year fluctuated between net cash and net loan balances as follows

2011 2010

£'000 £000

Maximum credit exposure to floating interest rates - net cash balances 10,805 7320
Maximum debit exposure to floating interest rates - net loan balances (4,772) (407)
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22. Financial instruments’ exposure to risk and risk management policies contnued
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Interest rate nsk continued
Interest rate sensitivity

The following table illustrates the sensitivity of the return after taxation for the year and net assets to a 0 5% {2010 0 5%}
increase or decrease In interest rates in regards to the Company’s monetary financial assets and financial habdities This
level of change 1s considered to be a reasonable illustration based on observation of current market conditions The
sensitivity analysis 1s based on the Company's menetary financial instruments held at the balance sheet date, with all other

variables held constant

2011 2010

0.5% Increase 0.5% Decrease | 0 5% Increase 0 5% Detrease
In rate In rate In rate inrate
£'000 £000 £000 £°000

Income statement - return after taxation
Revenue return 54 (54) 26 (26)
Capital return - - — —
Total return after taxation for the year and net assets 54 {54) 26 (26)

In the opinion of the Directors, this sensitivity analysis may not be representative of the Company's future exposure to
interest rate changes, due to fluctuations in the level of cash balances, hquidity fund balances and borrowings on the loan

facihty

Other price risk

Other price risk includes changes in market prices, other than those arising from interest rate risk, which may affect the

value of equity Investments

Management of other price nisk

The Board meets on at least four occasions each year to consider the asset allocation of the portfolio and the risk
associated with particular industry sectors The investment management team has responsibility for monitorning the
portfolio, which 1s selected in accardance with the Company's investment objective and seeks to ensure that individual

stocks meet an acceptable risk/reward profile

Other price risk exposure

The Company’s total exposure 10 other changes In market prices at 31st December comprises its holdings in eguity

investments as follows

2011 2010
£'000 £'000
Equity investmenits held at fair value through profit or loss 266,673 305450

The above data 1s broadly representative of the exposure to other price risk during the current and comparative year

Concentration of exposure to other price risk

An analysis of the Company’s iInvestments is given on pages 17 to 21 This shows that all of the investments are listed in the
UK Accordingly there 1s a concentration of exposure to this country However, it should be noted that an investment may
not be entirely exposed to the economic conditions in its country of isting
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Other price risk sensitivity

The following table illustrates the sensitivity of the return after taxation far the year and net assets to an increase or
decrease of 10% (2010 20%j in market values This level of change 1s considered to be a reasonable tllustration based on
observation of current market conditrons The sensitivity analysis 1s based on the Company's equity investments and
adjusting for change in the management fee, but with all other variables held constant

2011 2010

10% Increase 109 Decrease | 20% Increase 20% Decrease
infair value  mfair value infair value in fair value
£000 £000 £000 £'000

Income statement - revenue after taxation
Revenue return (51) 51 (118) 118
Capital return 26,571 (26,571) 60.872 (60,872
Total return after taxation for the year and net assets 26,520 (26,520) 60,754 {60,754)
Return per share 48 5p (48.5)p 1097p {1097)p

(b} Liquidrty nsk

This 1s the risk that the Company will encounter difficulty in meeting obligations associated with financial habihties that are
settled by delivering cash or another financial asset

Management of the risk

Liquichty risk 1s not stgmificant as the Company’s assets comprise readity realisable securities, which can be sold to meet
funding requirements if necessary Short term flexibility 1s achieved through the use of overdraft facilities The Board's policy
i1s for the Company to remain fully invested in narmal market conditions and that short term borrowings be used to manage
short term hab:lities and working capital requirements and to gear the Company as appropnate Detasls of the Company's loan
facihty are given in part (2)() of this note on page 53

Liquidity risk exposure
Contractual maturities of the financial llabilitres at the year end based on the earliest date on which payment can be required
are as follows

2011 2010
More than More than
three three
Three months but Three  months but
months lessthan  Oneyear months lessthan  Oneyear
or less one year or more Total or less one year or mare Total
£000 £000 £000  £'000 £'000 £000 £000 £000
Creditors amounts falling due after more
than one year
£30,000,000 7% debenture stock
3Gth March 2020 - - 30,000 30,000 - - 30,000 30,000
Interest on debenture - - 15,225 15,225 - - 17325 17325
Creditors: amounts falling due within one year
Securitres purchased awaiting settlement 95 - - 95 103 - - 103
Repurchases of the Company's own shares
awaiting settlement 54 - - 54 367 - - 367
Other creditors and accruals 103 - - 103 139 - — 139
interest on debenture 1,050 1,050 - 2,100 1,050 1,050 - 2100
1,302 1,050 45,225 47577 1,65% 1,050 47325 50,034
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Financial tnstruments’ exposure to nsk and risk management policies continued

Credit nsk

Credit nisk 15 the risk that the counterparty to a transactton fails to discharge its obligations under that transaction which could
result in loss to the Company

Management of credit risk

Portfoho dealing

The Company invests In markets that operate DVP (Delwery Versus Payment) settlement The process of DVP mitigates the risk
of losing the principal of a trade during the settlernent process The Manager regularly monitors dealing activity to ensure best
execution, a process that involves measuring various indicators including the quality of trade settlement and incidence of failled
trades Counterparty lists are matntained and adjusted accordingly

Cash
Counterparties are subject to daily credit analysis by the Manager and trades can only be placed with counterparties that have a
minimum rating of A1/P1 from Standard & Poor’s and Maody's respectively

Exposure to {PMorgan Chase

The Company's assets are ring-fenced in client designated accounts Therefore these assets are designed to be protected from
creditors in the event that 1PMorgan Chase were to cease trading

Credt risk exposure

The following amounts, shown in the Balance Sheet, represent the maximum exposure to credit risk at the current and
comparative year end

2011 2010

Balance Maximum Balance Maxtmum

sheet exposure sheet exposure

£'000 £'000 £'000 £'000

Fixed assets - Investments held at fair value through profit or loss 277,219 10,546 310456 5,046
Current assets

Debtors 1,474 1,474 1,334 1,334

Cash and short term deposits 259 259 207 207

278,952 12,279 312,037 6,587

Cash and short term deposits comprises balances held at banks that have a minimum rating of A1/P1 (2010 A1/P1) from
Standard & Poor’s and Moody's respectively
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(d} Farr values of financial assets and financial habilities

23

All financial assets and financia! habilities are erther included in the balance sheet at fair value, or the carrying amaount in the
balance sheet I1s a reasonable approximation of fair value except for the debenture stock which the Company has in issue The
fair value of this debenture stock has been calculated using discounted cash flow techniques using the yield on a similarly
dated gilt plus a margin based on the 5 year average for the AA Barclays Corporate Bond This 1s a change in methodology

from that used in prior years However, the comparative figure has not been restated as the change is not material

Accounts value Fair value
201 2010 2011 2010
£'000 £000 £000 £'000
£30 million 7% debenture stock March 2020 29,757 29,731 37,666 33,798
Capital management policies and procedures
The Company’s capital comprises the following
2011 2010
£000 £000
Share capital 14,192 14192
Reserves 234,226 266,980
Total capital 248,418 281,172

The Company's capital management objectives are to ensure that it will continue as a going concern and to maximise the
income and captal return to 1ts equity shareholders through an appropriate level of gearing

The Board's gearing policy Is to operate within a range of 95% to 120% invested 1n normal market conditions Gearing for this

purpose i1s defined as investments, excluding hquidity fund holdings, expressed as a percentage of total net assets

2011 2010

£000 £'000

Investments excluding holdings i hiquidity funds 266,673 305450
Net assets 248,418 281,172
Gearing 107.3% 108 6%

The Board, with the assistance of the Manager, monitors and reviews the broad structure of the Company’s capital on an

ongoing basis This review includes

- the planned level of gearing, which takes into account the Manager's views on the market,

- the need to buy back equity shares either for cancellation or to hold in Treasury, which takes into account the share price

discount or premium,

- the opportunity for 1ssues of new shares, including 1ssues from Treasury, and

- the level of dividend distributions 1n excess of that which 1s required to be distributed
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Notice of Annual General Meeting

Notice s hereby given that the forty minth Annual General
Meeting of JPMorgan Claverhouse Investment Trust plc will
be held at 20 Moorgate. London EC2R 6DA on Friday,

20th April 2012 at 200 pm for the following purposes

1

o ~N o0 bW

To recewve the Directors’ Report, the Annual Accounts and
the Auditors’ Report for the year ended 31st December
2011

To approve the Directors’ Remuneration Report for the
year ended 31st December 2011

To reappotnt Sir Michael Bunbury as a Director

To reappoint Virginia Holmes as a Director

To reappoint Humphrey van der Klugt as a Director
To reappotnt Anne McMeehan as a Director

To reappoint John Scott as a Director

To reappoint Ernst & Young LLP as Auditors to the
Company and to authonise the Directors to determune their
remuneration

Special Business

To consider the following resolutions

Authority to allot new shares - Ordinary Resolution

9

58

THAT the Directors of the Company be and they are hereby
generally and unconditionally authernised, (in substitution of
any authorities previously granted to the Directors),
pursuant to and in accordance with Section 551 of the
Companies Act 2006 {the ‘Act’) to exercise all the powers of
the Coampany to allot shares in the Company and to grant
rights to subscribe for, or to convert any security into
shares 1 the Company (‘Rights’) up to an aggregate
nominal amount of £684,049, representing approximately
5% of the Company’s issued Ordinary share capital as at the
date of the passing of this resolution, provided that this
authority shall expire at the conclusion of the Annuat
General Meeting of the Company to be held in 2013 unless
renewed at a generat meeting prror to such time, save that
the Company may before such expiry make offers or
agreements which would or might require shares to be
allotted ar Rights to be granted after such expiry and so
that the Directors of the Company may allot shares and
grant Rights in pursuance of such offers or agreements as

if the authonty conferred hereby had not expired

Authority to disapply pre-emption rights on allotment of relevant
securities - Special Resolution
10 THAT subject to the passing of Resolution 9 set out above,

the Directors of the Company be and they are hereby
empowered pursuant to Sections 570 and 573 of the Actto
allot equity securities {within the meaning of Section 560 of
the Act) for cash pursuant to the authority conferred by
Resolution 9 or by way of a sale of Treasury shares as If
Section 561(1) of the Act did not apply to any such
allotment, provided that this power shall be imited to the
allotment of equity securities for cash up to an aggregate
rominal amount of £684,049 representing approximately
5% of the 1ssued share capital as at the date of the passing
of this resolution at a price of not less than the net asset
value per share and shall expire upon the expiry of the
general authority conferred by Resolution 9 above, save
that the Company may before such expiry make offers or
agreements which would or might require equity securities
to be allotted after such expiry and so that the Directors of
the Company may allot equity securities in pursuant of such
offers or agreements as 1f the power conferred hereby had
not expired

Authority to repurchase the Company's shares - Special Resolution
11 THAT the Company be generally and, subject as hereinafter

appears, uncenditionally authorised in accordance with
Section 701 of the Act to make market purchases (within
the meaning of Section 693 of the Act) of its 1ssued ordinary
shares on such terms and in such manner as the Directors
may from time to time determine

PROVIDED ALWAYS THAT

() the maximum number of ordinary shares hereby
authorised to be purchased shall be 8 203,124, or if less,
that number of ordinary shares which 1s equal to
14 99% of the 1ssued share capital as at the date of the
passing of this Resolution,

(1} the mintmum price which may be paid for an ordinary
share shall be 25 pence,

(m) the maxrmum price which may be paid for an ordinary
share shall be an amount equal to the highest of
(a) 105% of the average of the middle market
quotations for an ordinary share taken from and
calculated by reference to the London Stock Exchange
Daily Official List for the five business days immediately
preceding the day on which the ordinary share s
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contracted to be purchased or (b} the price of the last
independent trade, or (c} the highest current
independent bid,

{iv) any purchase of ordinary shares will be made inthe
market for cash at prices below the prevatling net asset
value per ordinary share {as determined by the
Directors},

(v) the authonity hereby conferred shall expire on
19th October 2013 unless the authority 1s renewed at
the Company's Annual Genera! Meeting in 2013 or
at any other general meeting prior to such time, and

{v1) the Company may make a contract to purchase
ordinary shares under the authority hereby conferred
prior to the expiry of such authority which contract will
or may be executed wholiy or partly after the expiry of
such authority and may make a purchase of ordinary
shares pursuant to any such contract

0\ Ln -

I of the Board

an Asset Management (UK} Limited,
Secretary
19th March 2012

Notes

These notes should be read in conjunctron with the notes on the
reverse of the proxy form

A member entitled to attend and vote at the Meeting may appoint
another person(s) (who need not be a member of the Company) to
exercise all or any of his nghts to attend speak and vote at the
Meeting A member can appoint more than one proxy in relation to
the Meeting provided that each proxy i1s appointed to exercise the
rights attaching to different shares held by him

A proxy does not need to be a member of the Company but must
attend the Meeting to represent you Your proxy could be the
Chairman, another Director of the Company or another person
who has agreed to attend to represent you Details of how to
appoint the Chairman or another person{s} as your proxy or
proxjes using the proxy form are set out In the notes to the proxy
form tf a voting box on the proxy form is left blank, the proxy or
proxies will exercise his/their discretion both as to how to vote and
whether he/they abstain{s} from voting Your proxy must attend
the Meeting for your vate to count Appointing a proxy or proxies
does not preclude you from attending the Meeting and voting in
person If you attend the Meeting In person, your proxy
appontment will automatically be terminated

Any instrument appointing a proxy, to be valid, must be lodged in
accordance with the instructions given on the proxy form no later
than 2 00 p m two business days prior to the Meeting (1e
excluding weekends and bank holidays)

You may change your proxy instructions by returning a new proxy
appointment The deadline for receipt of proxy apporntments also
applies In relation to amended instructions Any attempt to
terminate or amend a proxy appointment received after the
relevant deadline will be dssregarded Where two or more vahd
separate appointments of proxy are received in respect of the
same share in respect of the same Meeting, the one which is last
received {regardless of its date or the date of its signature} shall be
treated as replacing and revoking the other or others as regards
that share If the Company 1s unable te determine which was last
receved, none of them shall be treated as vahd in respect of that
share

To be entitled to attend and vote at the Meeting {and for the
purpose of the determination by the Company of the numnber of
votes they may cast) members must be entered on the Company s
register of members as at 6 00 pm two business days prior to the
Meeting (the ‘specified time) If the Meeting 1s adjourned to a time
not more than 48 hours after the specified time apphcable to the
onginal Meeting, that time will also apply for the purpose of
deterrmining the entitlement of members to attend and vote (and
for the purpose of determining the number of votes they may cast)
at the adjourned Meeting If however, the Meeting is adjourned for
a longer penod then to be so entitled members must be entered
on the Company’s regester of members as at 6 00 pm two
business days prior to the adjourned Meeting or, If the Company
gives notice of the adjourned Meeting at the time specified in that
notice Changes to entries on the register after thuis time shall be
disregarded in determining the nights of persons to attend or vote
at the Meeting or adjourned Meeting
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Entry to the Meeting wil! be restnicted 1o shareholders and their
proxy oF proxies with guests admitted only by prior arrangement

A corporation, which is a sharehclder may appoint an indmwidual(s}
to act as Its representative(s) and to vote In person at the Meeting
(see instructions given on the proxy form) 1n accordance with the
provisions of the Companies Act 2006, each such representative
may exercise {on behalf of the corporation) the same powers as the
corporation could exercise if it were an ndividual member of the
Company provided that they do not do so in relation to the same
shares Itis therefore no longer necessary to nominate a
designated corporate representative

Representatives should bring to the Meeting evidence of their
appointment including any authority under which it i1s signed

Members that satisfy the thresholds in Section 527 of the
Companies Act 2006 can requtre the Company to publish a
statement on its website setting out any matter relating to

(a) the audit of the Company's accounts (including the Auditors’
report and the conduct of the audit) that are to be jaid before
the AGM or (b) any circumstances connected with Auditors of
the Company ceasing to hold office since the previous AGM,
which the members propose to raise at the Meeting The
Company cannot require the members requesting the
pubhication to pay its expenses Any statement placed on the
website must also be sent to the Company’s Auditors no later
than the time 1t makes Its statement available on the website
The business which may be dealt with at the AGM includes any
statermnent that the Company has been required to publish on 1ts
website pursuant to this night

Pursuant to Section 319A of the Companes Act 2006 the Company
rmust cause to be answered at the AGM any question relating to the
bustness being dealt with at the AGM which i1s put by a member
attending the Meeting except In certain circumstances, including if
it ts undesirable in the interests of the Company or the good order
of the Meeting or if it would involve the disclosure of confidential
information

Under Sections 338 and 3384 of the 2006 Act members meeting
the threshold requirements in those sections have the rnight to
require the Company () to give, to members of the Company
entitled ta receive notice of the Meeting notice of a resolution
which those members intend to move {and which may properly be
moved) at the Meeting and/or {n) to include in the business to be
dealt with at the Meeting any matter (other than a proposed
resolution) which may properly be included in the business at the
Meeting A resolution may properly be moved or a matter properly
included in the business unfess (a) {in the case of a resotution only)
it would, If passed, be ineffective (whether by reascn of any
inconsistency with any enactment or the Company's constitution or
otherwsse), (b} it 1s defamatory of any person, or (¢) it 1s frivolous or
vexatious A request made pursuant to this nght may be in hard
copy or electronic form, must identify the resofution of which
notice 1s to be given or the matter to be included in the business,
must be accompanied by a statement setting out the grounds for
the request, must be authenticated by the person(s) making it and
must be received by the Company nat later than the date that 1s s1x
clear weeks before the Meeting and (in the case of a matter to be
included in the business only) must be accompanted by a
statement setting out the grounds for the request

11 A copy of this notice has been sent for information only to persons
who have been nominated by a member to enjoy Information
nghts under Section 146 of the Companies Act 2006 (a ‘Nominated
Person’) The nghts to appoint a proxy can not be exeroised by a
Nominated Person they can only be exercised by the member
However, a Nominated Person may have a night under an
agreement between him and the member by whom he was
nominated to be appointed as a proxy for the Meeting or to have
someone else so appointed if a Nominated Person does not have
such a right or does not wish to exercise it, he may have a right
under such an agreement to give instructions to the member as to
the exercise of voting nights

12 Inaccordance with Section 311A of the Companies Act 2006, the
contents of this notice of meeting details of the total number of
shares in respect of which members are entitled to exercise voting
rights at the AGM the total voting rights members are entitled to
exercise at the AGM and if applicable, any members’ statements
members resolutions or members matters of business receved
by the Company after the date of this notice will be available on the
Company s website www Jpmclaverhouse co uk

13 The register of interests of the Directors and connected persons in
the share capital of the Company and the Directors letters of
appointment are avallable for inspection at the Company’s
registered office during usual business hours on any weekday
(Saturdays, Sundays and public holidays excepted) It will also be
avallable for inspection at the Annual General Meeting No Director
has any contract of service with the Company

14 You may not use any electronic address provided in this Notice of
Meeting to communicate with the Company for any purposes other
than those expressly stated

15 As an alternative to completing a hardcopy Form of Proxy/Voting
Direction Form, you €an appoint a proxy or proxies electronically
by visiting www sharevote co uk You will need your voting 1D, Task
tD and Shareholder Reference Number (this 15 the sernies of
numbers printed under your name on the Form of Proxy/Voung
Direction Form) Alternatively, if you have already registered with
Equiniti Limited's online portfolio service, Shareview you can
subrmit your Form of Proxy at www shareview co uk Full
Instructions are given on both websites

16 As at 12th March 2012 {being the latest business day prior to the
publication of this Notice) the Company's 1ssued share capital
consists of 56,765 653 (of which 2 041 674 are held in Treasury)
ardinary shares, carrying one vote each Therefore the total voting
rights m the Company are 54 723979

Electronic appointment - CREST members

CREST members who wish to appomnt a proxy or proxies by utilising the
CREST electronic proxy appointment service may do so for the Meeting
and any adjournment(s) thereof by using the procedures described in
the CREST Manual See further tnstructions on the proxy form
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Glossary of Terms and Definitions

Return to Shareholders

Total return to the investor, on a mid-market price to
mid-market price basis, assuming that all dwidends recewved
were reinvested, without transaction costs, into the shares of
the Company at the time the shares were quoted ex-dividend

Return on Net Assets

Total return on net asset value (‘NAV’) per share, on a bid value
to bid value basis, assuming that all dividends pard out by the
Company were remvested, without transaction costs, into the
shares of the Company at the NAV per share at the time the
shares were quoted ex-dividend

In accordance with industry practice dividends payable which
have been declared but which are unpaid at the balance sheet
date are deducted from the NAV per share when calculating
the return on net assets

Benchmark Return

Total return on the benchmark on a mid-market value to
mid-market value basss assurming that all dividends received
were reinvested, without transaction costs, into the shares of
the underlying companies at the time the shares were quoted
ex-dividend

The benchmark is a recognised index of stocks which should
not be taken as wholly representative of the Company's
investment universe The Company’s investment strategy does
not ‘track’ this iIndex and consequently, there may be some
divergence between the Company's performance and that of
the benchmark

Actual Gearing Factor

Investments, excluding holdings in iquidity funds expressed as
a percentage of shareholders’ funds This shows the effect of
gearing on the NAV if the market value of the portfolio were to
increase by 100%

Total Expense Ratio

Management fee and all other operating expenses excluding
finance costs and any performance fee payable, expressed as a
percentage of the average of the month end net assets during
the year The total expense ratio 1s calculated in accordance
with guidance 1ssued by the Association of Investment
companies

Share Price Discount/Premium to net asset vatue (‘NAV’) per share
If the share price of an investment trust is lower than the NAV
per share, the Company's shares are said to be trading at a
discount The discount 1s shown as a percentage of the NAV per
share The opposite of adiscount 1s a premium 1t s more
common for an investment trust’s shares to trade at a discount
than at a premium

Performance Attribution
Analysts of how the Company achieved i1ts recorded
performance relative to its benchmark

Performance Attribution Definitions:

Stock Selection/Asset Allocation

Measures the effect of investing in securities/sectors to a
greater or lesser extent than theirr weighting in the benchmark,
or of iInvesting m securities which are not included in the
benchmark

Gearing/Cash
Measures the iImpact on returns of borrowings or cash
halances on the Company's relative performance

Management Fees/Other Expenses

The payment of fees and expenses reduces the level of total
assets, and therefore has a negative effect on relative
performance

Use of Prior Year Revenue Reserve

Measures the negative effect on relative performance of
making dividend distributions in excess of the revenue return
after taxation for the year

Repurchases of shares into Treasury

Measures the positive effect on relative performance of
repurchasing shares into Treasury at a share price discount to
the net asset value per share

JPMorgan Claverhouse Investment Trust ple. Annual Report & Accounts 2011 | 61




Information about the Company

Financial Calendar

Financial year end

Half year results announced

Final results announced

interim Management Statements

Quarterly intenm dividends on ordinary shares paid
7% Debenture Stock 2020 interest paid

Annual General Meeting

31st December

July/Aaugust

March

Apnl and October

First business day of June, September, December, March
30th September, 30th March

April

History

The Company was launched as Claverhouse Investment Trust
Limited n 1963 with assets of £5 million and managed by Robert
Fleming & Co The Company tock its name from viscount
Claverhouse (‘Bonme Dundee } who was killed at the Batile of
Killtecrankie in 1689 whilst leading a rebellion against william and
Mary The name was chosen to commemcrate the Company’s hink
with Dundee, where Flemings originated in 1873 The Company
changed its name to The Fleming Claverhouse Investment Trust
plc n 1983, to JPMorgan Fleming Claverhouse Investment Trust
plc In 2003 and adopted its present name Iin 2007

Company Numbers
Company registration number 754577
Lenden Stock Exchange code 0342218

Market information

The Company's net asset vatue {'NAV') per share 15 published
daily, via the London Stock Exchange The Company's shares are
tisted on the London Stock Exchange The market price 1s shown
daily in the Financial Times, The Times, The Dally Telegraph,

The Independent, The Scotsman, BBC Ceefax and on the
JPMorgan tnternet site at www Jpmclaverhouse co uk, where the
share price 1s updated every fifteen minutes during trading hours

Share Transactions

The Company's shares may be dealt in directly through a
stockbroker or professional adviser acting on an investor's behalf
They may also be purchased and held through the J P Margan
Investment Account, J P Morgan ISA and J P Morgan SIPP These
products are all available on the onlhine wealth manager service,
1P Morgan WealthManager+ avallable at

www Jpmorganwealthmanagerplus co uk

Taxation

For capital gains tax purposes, the base cost of the Company's
shares at 31st March 1982 was 32 125p This figure has been
adjusted for the subdivision of each 50 pence share into two

25 pence shares on 4th March 1986 and the capitalisation 1ssue
on 25th March 1993 whereby sharehotders were 1ssued with one
extra share for each share they held

Manager and Company Secretary
JPMorgan Asset Management {UK) Limited

-
The Association of

Investment Comparves A member of the AIC

Company’s Registered Office
Finsbury als

20 Finsbury Street

London EC2Y 9AQ
Telephone 020 7742 4000

Please contact Jonathan Latter for company secretanal and
administrative matters

Custodian

IPMorgan Chase Bank, N A
125 London Wall

London EC2Y 5A)J

Registrars

Equimtr Lirited
Reference 1079

Aspect House

Spencer Road

Lancing

West Sussex BN99 6DA
Telephone 0871 384 2318

Calls to this number cost 8p per minute from a BT landline Other
providers’ costs may vary Lines open 830 am to 530 pm Monday
to Friday The overseas helpline number 15 +44 (Q)121 415 7047

Notifications of changes of address and enquiries regarding share

certificates or dividend chegues should be made in wnting to the
Registrars quoting reference 1079

Registered shareholders can obtain further details on their
holdings on the internet by visting www shareview co uk

Independent Auditor
Ernst & Young LLP
Statutory Auditor

1 More London Place
London SE1 2AF

Brokers

JPMorgan Cazenove
10 Aldermanbury
London EC2V 7RF

Savings Product Administrators

For queries on the J P Morgan Investment Account J P Morgan
15A and J P Morgan SIPP, see contact detaills on the back cover of
this report
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J.P Morgan Helpline
Freephone 0800 20 40 20 or +44 (0)20 7742 9995

Your telephone call may be recorded for your security

www,pmclaverhouse co.uk




