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Features

Objective

Long term capital growth through investment in small and medium sized Japanese
companies

Investment Polictes

- To mamntain a portfolio almost wholly invested in Japan

- To restrict the Company's investment universe to all Japanese quoted companies
excluding the largest 200 measured by market capitahsation

- To utilise borrowings to enhance shareholder returns

- To operate a gearing policy for the Company to within a range of 90% to 120%
invested

- To mvest no more than 15% of gross assets in other UK listed investment companies
{(including investment trusts)

Further details on investment poltcies and nisk management are given in the
Directors’ Report on page 15

Benchmark

S&P/Citigroup Japan Extended Market Index (Total Return Net} in sterling terms
Comparison of the Company’s performance 1s made with the benchmark as stated
Capital Structure

The Company has an authorised share capital of 100,000,000 Ordinary shares of
10p each {of which 39,361,382 were in1ssue as at 315t March 2010, including 419,500
shares held in Treasury) and 10,000,000 Subscniption shares of 1p each (of which
7746914 were in 1ssue as at 31st March 2010)

Management Comparly

The Company employs JF Asset Management Limited (JFAM’ or the ‘Manager’) to
manage 1ts assets and JPMorgan Asset Management (UK) Limited (JPMAM’) as
Secretary

AlC

The Company 1s a member of the Association of Investment Companies




Financial Results

Total Returns (includes dividends reinvested)

+49.7% +46.1%

‘Umit’ return to shareholders* Undiluted return on net assets™
(2009: -34.4%) (2009: -32.1%)

+46.5% +38.9%

Return to Ordinary Diluted return on net assets®®
shareholders’ (2009: -32.2%)
{2009: -36.0%)

+27.6%

Benchmark return®
(2009: -2.4%)

(returns for the year ended 31st March 2010)

Japanese Smaller Companies Returns

A glossary of terms and definitions is prowided on pages 55 and 60

1A Unit compnises 5 Ordinary shares and 1 Subscnption share

#Spurce Morningstar/i P Morgan
35ource J P Morgan

“Return on net assets calculated using the undtluted net asset value
%source Datastream The Company’s benchmark is the S&P/Citigroup Japan Extended Market Index (Total Return Net)

0 sterlng terms.

¢Return on net assets calculated using the diluted net asset value which assumes that all outstanding Subscription
shares were converted into Ordinary shares at the year end and the 419,500 (2009 396,000) shares held i Treasury
at the year end were reissued in accordance with the Board s policy on the reissuance of Treasury shares

7!PMorgan Fleming Japanese Smaller Comparnies Investment Trust plc

BSpurce Mormingstar Japanese smaller companies sector redian

%Source Bloomberg.
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Chairman’s Statement

Investment Performance

It ts pleasing to report that the Japanese smaller companies market (the ‘Market’)
produced a steady recovery in the year to 31st March 2010, against a backdrop of
improving economic conditions globally The Market performed particularly well in
the first half of the year, as global liquidhty injections and improving corporate news
flow hfted investor sentiment and prompted a return to risk appetite The Market fell
behind other global indices towards the end of the period as momentum eased
amidst concerns surrounding the solvency of the Greek government and the stabilty
of the Euro

During the year to 31st March 2010, the Company’s undiluted total return on net
assets increased by 46 1% This cutperformed the return of the Company’s
benchmark, the S&P/Cittgroup Japan Extended Market Index (Total Return Net),
which mcreased by 27 6%, and the peer group median, which rose by 43 5% The
Company’s diluted return on net assets which assumes that all of the Subscription
shares in 1ssue were exercised at the rate of 135 pence per share and that all of the
Treasury shares were reissued in accordance with the Board's policy on the
reissuance of Treasury shares, increased by 38 9% Over the same peniod, the
Company s Ordinary share price return rose by 46 5%, reflecting a narrowing of the
discount to the diluted net asset value per share from 17 6% to 13 19

Gearing

The Company has a Japanese yen 2 0 billion credit facihty with ING Bank which gives
the Investment Managers the ability to gear tactically The facility 1s due to expire on
3lst August 2010 and 15 1n the process of being renewed It 1s pleasing to report that
the Investment Managers’ use of hability management contributed nearly 4% of the
Company’s performance durnng the year The Board reviews the level of gearing at
each Board meeting and has given the Investment Managers the flexibility to operate
within the range of 90% to 120% invested During the year the Company's gearing
ranged between 105% and 120% and at the time of writing was 109 5%

Review of Services Provided by the Manager

During the year, the Board carried out its customary formal review of the
Investment management, company secretarial, administrative and marketing
services provided by the Manager, JF Asset Management (JFAM') and the
Company Secretary, J P Morgan Asset Management (JAMAM') The review
encompassed the investment performance record, management processes,
investment style, resources and risk control mechamsms as well as noting the
Company s perfermance against its peers performance against the benchmark
discount to net asset value, performance attribution and total expense ratio
After full consideration of the above factors. the Board concluded that the
continued appotntment of the Manager and Company Secretary was in the best
interests of shareholders as a whole Details of the Company’s management
agreements with JFAM and JPMAM can be found on page 18 of this report

JPMorgan Fleming Japanese Smaller Companies Investment Trust ple Annual Report & Accounts 2010




Subscription Shares

On 5th March 2009 the Company issued 7,798,873 Subscription shares as a bonus
issue to Ordinary shareholders on the basis of one Subscription share for every five
Ordinary shares held on 3rd March 2009 Each Subscription share confers the right
{but not the obligation) to subscribe for one Ordinary share at predetermined prices
on any business day duning the peritod from 1st April 2009 until 31st March 2014
after which the rights on the Subscription shares wili fapse From 1st April 2009 to
31st March 2010, 51,959 Subscription shares were exercised into Ordinary shares
raising proceeds of £69,000 At the time of writing, a further 504,632 Subscription
shares have been exercised raising proceeds of £682,000

From 1st April 2010, the initial exercise price of 135 pence per share has increased to
147 pence per share Following this increase, the Company's Ordinary share price,
which was 147 25p at the close of business on 15th June 2010, remains above the
revised exercise price The final step-up in exercise price, to 174 pence per share,
takes place on 1st Apnl 2012

Further details on the Subscription shares, including their exercise prices, the
apportionments for capital gains tax purposes and how they may be exercised, can
be found on the Company's website at www |pmfjapanesesmallercompanies co uk
and on page 58 of this report

Share Issues and Repurchases

During the year the Company repurchased 23,500 Ordinary shares into Treasury for
atotal consideration of £34,000 The Company did not issue any shares from
Treasury nor issue any new Ordinary shares during thus period, other than Crdinary
shares 1ssued as a result of the exercise of Subscription shares

As 1 have stated in previgus years, the Board believes that the ability to 1ssue new
Ordinary shares, repurchase Ordinary and Subscription shares for cancellation and to
hold and reissue Ordinary shares from Treasury, 15 in the interests of shareholders in
assisting the Company 1n managtng any imbalance between the supply and demand
for the Company’s shares and in reducing the volatility of the discount Accordingly,
the Board will be seeking shareholders’ approval to renew these authorities at this
year's Annual General Meeting Further details are grven on pages 20 and 21 of this
report

Articles of Association

At the Annual General Meeting, it I1s proposed that the Company adopt new Articles
of Association These latest amendments to the current Articles of Association reflect
the changes in company law brought about by the Companies Act 2006 (the ‘Act’),
which came into effect on 1st October 2009, changes made to the Act In August 2009
{(designed principally to implement the EU Shareholder Rights Directive in the UK}
and some munor echmical or clanfying changes More details on the proposed
changes to the Articles are given n the Directors’ Report on pages 21 and 22 and in
the Appendix to the Notice of Meeting on pages 55 to 57 of this report

JPMorgan Fleming Japanese Smaller Companies investment Trust plc Annual Report & Accounts 2010 | 3




Chairman’s Statement continued

Change of Company Name

Following discussions between the Board and the Manager, it 1s recommended that
the Company shorten its name to “JPMorgan Japan Smaller Companies Trust plc’ and
a Special Resolution to this effect will be put to shareholders at the forthcoming
Annual Genera! Meeting Shareholders should note that the Company’s Bloomberg
code of ‘JPS” will remain the same regardless of the outcome

Board of Directors

In accordance with the Company's Articles of Association, John Gibbon will retire
by rotation at the forthcoming Annual General Meeting and offers himself for
re-election The Nomination Commitiee has met to consider the atinbutes and
contnbutions of John and, following this review recommends his re-election

Qutlook

Global economic uncertainties and resurgent stock market volatility combine to make
any assessment of the outlook for our Company diffricult to construct On the other
hand, the attractiveness of the valuations of substantial numbers of small and
medium sized Japanese companies offers the potential for further strong returns
from a portfolio of well chosen stocks Furthermore, the economy of Japan, despite
its fiscal challenges and the unconvincing pohitical background, remains less
vulnerable than those of most G7 countries thanks to its significant exposure to the
developing economies of south and east Asia It 1s possible then to suggest that a
measure of optimism regarding the immediate prospects may be justified, whilst
cautioning that some further volatihity of returns 1s highly likely Your Board has
stressed to our Manager that particular vigilance must be exercised in shaping our
portfolio in order that it can meet the challenges of this testing perod

Annual General Meeting

This year's Annual General Meeting will be held at the Armourers’ Hall 81 Coleman
Street, London EC2R 5BJ on Tuesday 27th July 2010 at 11 30 a m In addition to the
formal proceedings, there will be a presentation by David Mitchinson, one of your
Investment Managers, who will review the past year and comment on the outlook
for the current year 1look forward to seeing as many of you as possible at the
meeting If you have any detailed questions you may wish to raise these in advance
with the Company Secretary at Finsbury Dials, 20 Finsbury Street, London EC2Y 9AQ
or via the Company's website at www |pmfjapanesesmallercompanies co uk
Shareholders who are unable to attend the Annual General Meeting in person are
encouraged to use their proxy votes Shareholders who hold therr shares through
CREST are able to lodge their proxy votes electronicatly More detalls are given in the
notes to the Notice of Meeting on pages 53 and 54 of this report

Alan Chiton
Chairman 16th june 2010
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Investment Managers’ Report

Dawvid Mitchinson

Nicholas Weindling

Investment Review

The portfolio outperfarmed over the last year returning 46 19% against 27 6% for the
benchmark During the year, the Company was geared towards a cyclically recovering
Japanese and global economy This meant that we shunned defensive sectors such as
utihities and regional banks and focused on the upside potential from stocks exposed
to technology, machinery and emerging markets We balanced growth opportunities
in domestically focused internet and services companies with the cycheal value
apporturuties that the distressed market offered us last year in Japan, we can still find
many stocks that have vet to see any strong recovery n either trading conditions or
share price and recently we have shifted our focus towards some of these lagging
very cheap and more domestic stocks

During the year, we contributed 4% to the portfolig’s return through the use of
liabihty management This meant that we successfully increased the portfolio’'s
gearing through periads of strong performance and reduced our exposure as
markets contracted We continue to menitor the Company’s hability management
on a daily basis and have frequent discussions with the Board on this matter

Last year was typihed by a recovery In stocks geared to production volumes such as
sermiconductors and automobiles (n particular, the aggressive reduction in inventory
alongside understandable caution on demand levels, meant that the production
schedules of these companies were continually revised higher Although we expect
these firms to continue to see growth and to operate at a higher level we can also see
better investment opportunities elsewhere This year our investment pohcy will focus
on beneficiaries of increased corporate cash flows - investment in retoohng plant and
equipment, increased hiring and advertising as companies try to expand their sales
In terms of domestic stocks, we also expect some better retad sales performance as
wages normahise and consumer confidence recovers from very low levels

Investment Outlook

Our investment stance remarms positive as stocks continue to trade near historically
low valuations At the time of wniting, the Japanese smaller company index has seen
valuations rise by Just 17% since the start of 2010 and yet it continues to trade in-line
with prior bottom-of-the-cycle levels and stili well below book value At the same
time, markets overseas are clearly recovering, especially in Asia whilst restructuring
15 Moving at an unprecedented pace reflecting the near death expernence of many
corporations last year The structural problems in Japan are well documented and
there are some signs that overseas investors are reappraising the 'least preferred’
status accorded to Japan in asset allocation, as well as the extrermnely low valuations
of the Japanese stock market

lapan tends to sell high value, discretronary goods to companies and indmiduals |
These areas have been among the most affected by tight credit markets and weak

utiisation rates Now that utihisation rates have increased and the credit cycle has

recovered, Japan 15 experiencing a rise n demand for machinery and technology
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Investment Managers’ Report

continued

Performance attribution for the
year ended 31st March 2010

% %

Contributions to total returns
Benchmark total return 276

Seclor allocation 73

Stock selection 92

Gearing/cash 40
Investment manager

contribution 205
Portfolio total return 481

Management fees/
other expenses -20

Other effects 20
Net asset value total return

{undiluted) 46.1
subscription share dilution

effect 72
Net asset value total return

{diluted) 389
Share price total return 465
Unit share price total return 497

Source Xamin IPMAM Mormingstar and Datastream
Allfigures are on a total return basis

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

A‘Unit comprises 5 Ordinary shares and
1 Subscriptien share

A glossary of terms and defimitions 15
provided on pages 59 and 60

products whilst Japan has been a laggard in this cycle so far 1115 now beginning to
improve, while other economies have already seen a strong recovery This improving
situatien has not yet been rewarded by investors One of the most important reasons
for the Japanese markets lacklustre performance remains the Bank of Japan's very
tight monetary policy In stark contrast to other global markets where central banks
have injected hguidity very aggressively, the manetary base in Japan has been
contracting The Democratic Party of Japan (' DPi } government 15 making a concerted
effort to switch this policy focus towards a tougher anti-deflation stance The
government also has different expenditure priorities from the Liberal Democrat Party
(‘LDP’) and 1s refocusing spending on social welfare provisions, as reflected in their
2009 election manifesto slogan of ‘people not concrete’ The Eurozone crisis will
undoubtedly focus attention on their policies as they are being forced to grapple with
many of the same 1ssues affecting other mainstream economies, high levels of debt a
large fiscal deficit and a rapidly ageng population Unhke Greece, Japan has the
advantage of a strong abihty to fund itself internally, 15 almost entirely exposed to yen
denominated debt and retains control of its currency We expect that any concern
about the Japanese fiscal position will be seen in yen weakness

The generally depressed valuations of domestically ornented stocks in part reflect
the very tough domestic demand conditions That said, we do not beheve that it
reveals the underlying earnings power and we feel that any good news could cause
some of these stocks to re-rate to higher valvation levels With the recovery in
exports over the last year, we anticipate that some of the emergency cuts to wages
and investment will be gradually reduced which will allow a modest improvement in
domestic demand Employment is already picking up, as are overtime hours We are
not arguing for a sustained shift to strong domestic growth, merely that
expectations and valuations are much too low in this unloved part of the market
Reflecting this, we have been buying software companies, supermarkets, rental
housing and beneficianes of increased domestic industrial activity all at very low
valuation levels One of our larger positions s towards the condomimium markets
where recent data 15 beginmng to support the domestic growth story such as rising
secondary market real estate transactton volumes and reduced housing inventory
levels and vacancy rates that look set to peak in the next few quarters We have
exposure especially to low end housing where cheap land pricing 1s enabling
previously priced-out customers, such as first tirme buyers, to access the market Our
other domestic exposure comes through financrals, where we are focused on
brokers and stock exchanges such as SBI Holdings and Osaka Securities Exchange
These investments are positive overweight positions against the benchmark on the
undervalued Japanese stock market where we believe that the firms have a distinct
edge and attractive valuations

Given our expectations for Asian growth, we are maintaining our long standing bias
towards Asian consumer demand companies These often trade at substantial
discounts to their Asia quoted counterparts and to therr own history We have used
the weak performance by Asian oriented companies in the first quarter of 2010 as an
opportunity to INcrease exposure to some of the most undervalued stocks One
sector where we have a notable stake 1s motorcycle parts In many cases there 1s
good wisibiity into demand as they are key suppliers to larger automobile companies
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who have clear and aggressive expansion plans from which they will benefit For
instance, Nissin Kogyo will supply parts for the new Honda Civic that will generate
income of 20,000 yen per car compared to just 2 000 yen per car in the current
maodel The technology sector offers some attractive opporturtities as many areas,
such as HDD and Flash memory, are now experiencing capacity constraints and we
have positioned the portfolio to benefit from a new round of investment This point
remains contentious with many analysts pricing these stocks lower than our
expectations

Qur overall stance remains bullish Japanese smaller company stocks are cheap
(often very cheap), the business cycle 1s gradually improving and stocks are moving
upwards Given this backdrop we are emphasising those economically sensitive parts
of the market where valuations remain at rock bottom levels and where sentiment
has yet to turn posiive

David Mitchinson
Nicholas Weindling
Investment Managers 16th june 2010
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Summary of Results

Total Returns for the year ended 31st March 2010 2009
‘Umit" return to shareholders'? +49.7% -34 4%
Returnte Ordinary shareholders’ +46.5% -36 0%
Undiluted return on net assets™ +46.1% 32 1%
Diluted return on net assets® +38.9% -32 2%
Benchmark return® +27.6% -2 4%
Net Asset Value, Share Price and Discount at 31st March % change
Total net assets (£'000) 74984 51,306 +462
Undiluted net asset vatue per Ordinary share 192.6p 1318p +46 1
Diluted net asset value per Qrdinary share 182.8p 1316p +389
Ordinary share price 159.0p 108 5p +465
Ordinary share price discount to diluted net asset value per
Ordinary share 13.1% 176%
Ordmnary shares in 1ssue, excluding shares held in Treasury 38,941,882 38213,423
Subscription share price 37.5p 135p
Subscription shares In 1ssue 7,746,914 7,798,873
Revenue for the year ended 3ist March
Gross revenue return (£000) 1,044 1,421 -265
Net loss attnibutable ta shareholders (€000} {566) (385)
Loss per Ordinary share (1.45)p (098)p
Actual Gearing Factor at 31st March’ 117.3% 98 3%
Total Expense Ratio® 1.96% 199%

A glossary of terms and definitions 1s provided on pages 59 and 60

1A Unit comprises 5 Ordinary shares and 1 Subscription share
25ource Morningstar/l P Morgan

I5gurce 1P Morgan

“Return on net assets calculated using the undiluted net asset value

SReturn on net assats calculated using the dilisted net asset value, which assumes that all cutstanding Subscription shares were converted into Qrdinary shares at the year end and the
419 500 (2009 396,000) shares held in Treasury at the year end were reissued tn accordance with the Beard's policy on the reissuance of Treasury shares

sSource Catastream The Company's benchmark Is the S&P/Citigroup Japan Extended Market Index (Total Return Net) in sterling terms

TActual geanng represents investments expressed as a percentage of shareholders' funds.

SManagement fees and all other operating experrses excludmg interest, expressed as a percentage of the average of the opeming and closing net assets

8 |
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Five Year Financial Record

At 31st March 2005 2006 2007 2008 2009 2010
Total assets less current habilties (Em) 1034 1600 1063 763 513 750,
Undiluted net asset value per Ordinaryshare (p) 2499 4059 2697 1940 1318 | 1926
Diluted net asset value per Ordinary share (p)' 2499 4059 2697 1940 1316 182.8
Ordinary share price(py 2270 3875 2565 1685 1085 159.0
Ordinary share price discount to diluted net
asset value per Ordinaryshare %) 92 45_ 49 _ 16 _ _we | 131

Actual geanng factor (%)’ o 982 us9 1157 1095 983 1173
Subscription share price (p) - - = - 135 375
Year ended 215t March

Revenue attributable to Ordinary

_ shareholders (£°000) o 1,023 L6 1447 1404 1,421 1,044
Revenuelossper Ordinaryshare(p) (189)  _ (eh _ _@4) _ (129 ©98) .45)
Totalexpenseratio Go¥_ _ . _ __ S 1% 14 180 199 196
Rebased to 100 at 315t March 2005
Ordinary share price total return 100 1707 130 747 478 70.0
Undiluted net asset vajue total return _ _logo 1633 1085 781 530 774
Diluted net asset value total return* _ 1000 1633 0 1085 781 530 _ 73.6
Benchmark® 1000 1450 1164 941 919 173

A glossary of terms and definitions i1s provided on pages 59 and 60

! The diluted net asset value per Ordinary share assumes that all outstanding Subscniption shares were converted into Ordinary shares at the year end and the 415,500 (2009

396,000 shares held in Treasury at the year end were reissued in accordance with the Board s policy on the reissuance of Treasury shares
2actual gearing represents investments expressed as a pertentage of shareholders’ funds
*Management fees and all other operating expenses excluding interest expressed as a percentage of the average of the opening and closing net assets
*Source Mormngsiar
SSpurce Datastream The Company s benchmark is the SEP/Ciligroup Japar Extended Market Index {Total Return Net) in sterling terms,
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Ten Largest Investments

at 31st March

Company and Japanese Company Code

Sector

Vajuation

£'000

2010

%I

2009
Valuation

£000 %'

Haseko (1808)°
Builds residential, commercial and institutional buildings such as condominiums
and office buildings The Company also operates real estate brokerage leasing,
and management businesses Additionally Haseko provides construction
consuiting services and operates hotel and financial businesses

Osaka Securities Exchange (8697)

Provides and operaies a marketplace for the trading of equities futures and options
The Company administers and manages the trading of listed stocks and regisiereg
members
SBI {B473)
Manages venture capital funds whech marmly invest 1n internet refared venture
companies The Company also provides brokerage investment banking and
financial services

CKD(6407)

Manufactures pneumatic equipment and control devices including valves,
cylinders filters and dryers The Company alse produces automated labour saving
machines such as tegrated arcuit production equipment assembly machines
auto transport machinery and packaging machines for pharmaceutical preducts

Construction

Other Financing
Business

Secunties & Commodity
Futures

Machinery

3,419

2,584

Yokogawa Electric (6841)°

Develops, manufactures and markets infarmation technology solutions
measuring and contral equipment semiconduciors and electronic components
The Company s products nclude IT controllers flowmeters pressure transmitters
analysers data recorders, switching power supplies and AC adaptors

Mabuchs Motor (6592)

Manufactures and markets small digital camera motors The Company markets its
products to a wide range of users from audio visual makers automobtle parts
makers consumer electronics makers office automation equipment makers
precision machine makers 1o radio cantrolled model cars and video game makers

Electric Appliznces

Electric Applances

FCC (7296)

Manufactures and develops clutches and facings for motorcycles automobiles
&nd lawn mowers The Company has its operating faciities in the US Thailand the
Philippines China and the UK FCC provides its products to Japanese motorcycle
manufacturers including Honda motor, Suzuks Motor and Yamaha Motor
Amada (6113)

Manufactures metal custing forming, shearing and punching machines The
Company also develops factory automation systems and efectronk equipment in
additien to machine tools Amada's products are used in fiefds such as the auto
computer camera and electric appliance industries

Trancom (9058)
Prowdes freight transportation sernces i the Tokat region The Company transports
products for Sharp Corp  other consumer electronics makers and cosmetics and
food producers Trancom also operates warehousing business and offers
distribution information services

Meitec (9744

Provides hugh end engineenng outsourcing services targeting the RSD sector in
vanous industnes such as astomobile telecommunication semkonductors,
consumer electronics and industrial machinery

Total’

Transportation Equipment

Machinery

Warehouse & Harbour
Transportation

Services

2,220

2,207

24,937

38

29

25

25

25

25

28.0

256 04

1,293 21

1Based on total assets less current habilities excluding loan balances falling due within one year, of £89 1m {2009 £619m)

INot included in the ten largest Investments at 315t March 2009

At 3151 March 2009, the value of the ten largest investments amounted to £14 2m representing 23 0% of totat assets less current liabilities excluding Ioan balances falling due within }

one year

10 |
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Sector Analysis

31st March 2010 31st March 2009

Portfolio Benchmark Portfolio Benchmark

%' % %' %

Machinery 17.1 8.2 75 64
Transportation Equipment 16.3 34 14 25
Electric Appliances 13.2 8.9 14 78
Services 9.8 4.2 140 45
Real Estate 5.4 5.8 45 57
Retail Trade 47 85 ns 88
Chemicals 4.6 9.0 07 77
Other Financing Business 4.3 1.8 37 12
Construction 3.8 45 17 51
Warehouse & Harbour Transportation 37 0.6 21 07
Information & Communication 35 4.1 113 47
Securities & Commodity Futures 3.0 1.3 07 i3
Metal Products 21 1.5 22 18
Other Products 1.7 27 03 26
Wholesale Trade 1.7 5.3 14 53
Land Transportation 1.6 2.0 32 30
Iron & Steel 1.0 2.2 13 17
Precision instruments 0.8 11 07 09
Textiles & Apparels 0.4 2.1 - 26
Banks - 8.5 - 107
Foods - 43 34 53
Nonferrous Metals - 23 19 17
Pharmaceuticals - 2.3 45 29
Glass & Ceramucs Products - 17 17 14
Pulp & Paper - 1.0 - 11
Rubber Products - 09 - 07
Frshery Agriculture & Forestry - 0.6 - 07
Electric Power & Gas - 0.5 - 06
Marine Transportation - 0.4 - 03
Insurance - 0.1 - 01
Mining - 01 - 01
01l & Coal - 0.1 - 01
Net current assets (without deducting short term loans) 13 - 186 -
Total 100.0 100.0 1000 1000

1Based on to1al assets less current liabilities (without deducting short term loans) of £89 Im (2009 £61 9m} Drawings onthe foan facility are used for Investment purposes and are
thereforencluded tn the assets available for allocation
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List of Investments

at 31st March 2010

Valuation valuation

Company and Japanese Company Code £000 Company and Japanese Company Code £'000
Machinery Services
CKD (6407) 2584  Meitec (9744) 2,158
Amada (6113) 2,207 Pacific Golf (2466) 1,352
Mori Serki (6141) 1907  Septeni {4293) 936
Makino Milling Machine (6135) 1,820 Nishio Rent All{9699) 933
Fuj Machine Manufacturing (6134) 1,748  Unted Technology (2146) 891
THK (6481) 1.637 EPS(4282) 864
Nippon Pillar Packing (6490) 1,172 Prestige Internaticnal {4290} 545
Okuma (6103) 755  Outsourcing (2427) 535
Tonshima Pump Manufacturing (6363) 732 Kanamoto (9678) 162
Nippon Thompson (6480) 542  Nippon Manufactuning Service (2162) 158
Nittan Valve (6493) 73 World Intec (2429) 151
gkanio\{alie Manu]‘a_ctgrmg (?49%)_ - - 37 Total Services 8,685
Total Machinery 15,214

Real Estate
Transportation Equipment Arnest One (8895} 1,240
FCC (7296) 2,220 Goldcrest (8871) 1,153
Nissin Kegyo (7230) 2,119  Touel Housing {8875) 1,122
Musashi Seimitsu industries (7220) 2020 Relo(8876) 534
Press Kogyo (7246) 1966  Hayme Construction {3268) 400
Futaba Industrial (7241) 1,802  Leopalace 21 (8848) 390
75 Tech (7313) 1799 total Real Estate 4,839
Showa Aircraft Industry (7404) 1,533
Toyota Boshoku (3116) 1,098  Retail Trade
Total Transportation Equipment 14,557  Tondoll (3357 1,368

Nstor (9843} 1,054
Electric Appliances Daiel (8263) 917
Yokogawa Electric (6841) 2428  Growell (3141) 387
Mabuchi Motor (6592) 2,220  Aoyama Trading (8219) 356
Micronics Japan (6871) 1,558  Ain Pharmaciez (9627) 110
Yaskawa Electric (6506) 1,553 'I:c;tal R eta;;l Tl’éd; - 4,15
Shinko Electric Industries (6967) 1,151
Foster Electric (6794) LIO0  chemicals
Star Micronics (7718) 919 Nihon Nohyaku {4997) 1412
Koito Manufacturing (7276) 791 Kansa) Paint (4613) 747
Total Electric Appliances 1,720 Miraial (4238) 696

Mandom (4917) 655

KOSE (4922) 590

Total Chemicals 4,101
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Valuation Valuation
Company and Japanese Company Code £000  Company and Japanese Company Code £'000
Other Financing Bustness Other Products
Osaka Securities Exchange (8697) 2846  Pigeon (7956) 1,480
jaces (8584) 876 Total Other Products 1,480
Osaka Securities Finance (8512) 146
Total Other Financing Business 3,868 land Transportation
Hamakyorex (9037) 1,410
Construction Total Land Transportation 1,410
Haseko (1808) 3,419
Total Construction 3,419  Iron&Steel
Tokyo Steel Manufacturing (5423) 784
Warehouse & Harbour Transportation Maruichi Steel (5463) 70
Trancom (5058) 2197 Total Iron & Steel 854
Kintetsu World Express (9375) 1,093 .
Total Warehouse & Harbour Transportation 3,290  Preasion Instruments |
Asahi Intecc (7747) 665 .
Information & Communication Total Precision Instruments 665
GMO Internet (9449) 1,528
Internet Initiative Japan (3774) 773 Textiles & Apparels
Simplex Technology (4340) 473 onward (8016) 390
IT (3626) 378 - - -
- — - - - - - - Total Textiles & Apparels 390
Total Information & Communtcation 3,152
Glass & Ceramics Products
Securities & Commodity Futures Tatheiyo Cement (5233) 24
SBI (8473) B - 2658 Maruwa (5344) a
Total Securities & Commodity Futures 2,658  yotal Glass & Ceramics Products a5
Metal Products Insurance
Mimasu Semiconductor Industry (8155) 1838  Anicom(8715) 22
Total Metal Products 1,838 }J{a']nsuran}éﬁ - i T o 22
Wholesale Trade Total Portfolio 87948
JFE Shoji (3332} 1,437
Wakita (8125) 112 The portfolio compnises all equity investments
Total Wholesale Trade 1,549
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Board of Directors

14

alan Chfton {Chairman of the Board and the Nomination Committee)
A Director since March 2003 and appainted Chairman in June 2003

He I1s Charrman of Schroder UK Growth Fund plc and a Director of several other investment companies
From 1990 until 2001 he was Managing Director of Morley Fund Management the then asset management
arm of Aviva plc the UK's largest insurance group

John Gibhon {Chairman of the Audit Committee)
A Director since March 2003

He 1s Chairman of BOT Invest Funds plc He was Chief Investment Officer of BAE SYSTEMS Pension Fund
from 1983 to 2001 and 1s now an advisor to a number of pension funds and charities

Bernard Grigshy
A Director since August 2003

He has more than 30 years experience m investment banking and international capital markets and Is currently
the principal of Rockbrndge Adwisors a private adwvisory and consuluing practice Prior to retinng in Becember
2005 from the Swiss Re Group where he latterly served as Vice Chairman of Swiss Re Capital Management and
Adwisory, he was joint Chief Executive Officer of Tokar Bank Europe Itd and from 1990-93 the Chief Executive
Officer/Managing Director of BZW Secunties {Japan) ltd He serves on a vanety of boards and advisory
committees including the Board of Trustees of Washington & Lee University and the Boards of LIM-Asia
Multi-Strategy Fund various funds managed by Tudor Investment Corp and Corney & Barrow Group Itd

Chris Russell
A Director since January 2006

He 15 3 Non-Executive Director of a number of isted and unlisted ivestment and fmancial service
companies inthe UK Guernsey US and Asia These include London hsted F&C Commercial Property

Trust ltd HSBC infrastructure Company ftd and Castle Asia Alternative pcc Itd and the New York listed Korea
Fund Inc He 15 currently a Director of the Association of Investment Comparnies He was formerly Head of
Overseas Businesses at Gartmore investiment Management plc which included Gartmore s two businesses
In Japan From 1990-1997 he was a Director of the Jardine Fleming Group in Asia after being Head of
Research and of International Broking for iF Securitres in Tokyo

Robert white
A Director since Qctober 2008

He 15 currently a Partner of Oldfield Partners LLP responsible for their fapanese investments He has
investment experience in the Japanese market spanrung more than 30 years dunng whach tume nter
aklia he was Senior Representative of Warburg Investment Manager Japan Limited President of INVESCO
MIM Asset Management (Japan} Limited and a Partner of Dalton Strategic Partnership LLP

All Directors are members of the Audit and Nomination Comruttees and are considered independent of the
Manager
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Directors’ Report

The Directors present their report and audited accounts for the
year ended 31st March 2010

Business Review

Business of the Company

The Company carries on business as an investment trust and
was approved by HM Revenue & Customs as an mvestment
trust in accordance with Section 842 of the Income and
Corporation Taxes Act 1988 for the year ended 31st March
2009 This s subject to review, should there be any subsequent
enquiry under Carpeoration Tax Self Assessment Inthe opinion
of the Directors, the Company has subseguently conducted Its
affairs so that it should continue to qualify The Company will
continue to seek approval under Section 842 of the Income
and Corporation Taxes Act 1988 each year (replaced on 15t
April 2010 by Section 1158 of the Corporation Tax Act 2010)

The Company is an investment company within the meaning of
Section 833 of the Companies Act 2006 The Company s not a
close company for taxation purposes

A review of the Company's activities and prospects I1s given in
the Chairman’s Statement on pages 2 to 4, and in the
Investment Managers' Report on pages5to 7

Objective

The Company’'s objective 1s to achieve long term capital growth
through investments in small and medium sized Japanese
companies

Investment Policies and Risk Management

In order to achieve its investment objective and to seek to
manage risk, the Company invests in a diversified portfoho of
investments in the stock markets of Japan, emphastsing capital
growth rather than tncome The Company s investment
universe I1s restricted to alt Japanese quoted companies
excluding the largest 200 measured by market capitalisation,
at the time of iInvestment

The Company manages liquidity and borrowings with the aim
of increasing returns to shareholders The assets are managed
by two Investment Managers based in Tokyo, supported by a
13 strong Japanese equity team

The Board has set no minimum or maximum iimit on the
number of investments in the portfolio but in the year under
review, the number of investments ranged between 75 and 98

It should be noted that the Company invests in smaller
companies which tend to be more volatile than larger
companies and the Company’s shares should therefore
be regarded as greater than average risk

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

= Asan investment trust, the Company cannot invest more
than 15% of its assets in any one investment, at the time of
acquisition

« The Company will not invest more than 5% of its total
assets in any one individual stock at the time of acquisition

» The Company’s gearing policy 1s to operate within a range
of 20%-120% invested in normat market conditions

+ All currency hedging transactions are subject to the prior
approval of the Board The Company did not enter any such
arrangements during the year

These limits and restrictions may be varied by the Board at any
time at tts discretion Compliance with the Board s investment
restrictions and guidelines 1s monmitored continuously by the
Manager and 1s reported to the Board on a monthly basis

Performance

Inthe year to 31st March 2010, the Company produced a total
return to Ordinary shareholders of +46 5% and a diluted tota!
return on net assets of +38 9% This compares with the return
on the Company’s benchmark index of +276% At 315t March
2010, the value of the Company’s investment portfolio was
£879 million The Investment Managers’ Report on pages 5to7
includes a review of developments during the year as well as
information on investment activity within the Company's
portfolio

Total Return, Revenue and Dividends

Total gross return for the year amounted to £25.253 000
(2009 loss of £22,672,000) and distributable revenue after
deducting interest, administrative expenses and taxation
amounted to a deficit of £566,000 (2009 deficit of £385,000)
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Directors’ Report continued

Key Performance Indicators (‘KPIs’)

The Board uses a number of financial KPIs to monitor and
assess the performance of the Company The principal KPIs are

+ performance against the benchmark index
The Company's performance against its benchmark index
I1s one of the KPIs by which performance 1s judged

Performance Relative to Benchmark index
Figures have been rebased to 100 at 315t March 2005

Source Morningstar/Datastream (total return)
== JPMorgan Fleming Japanese Smaller Companies - Ordinary Share pnice

== JPMorgan Fleming Japanese Smaller Companies - diluted net asset value per
Ordinary share

w=  The benchmark 15 represented by the grey horizontal line

Five Year Performance
Figures have been rebased to 100 at 31st March 2005

Source Merningstar/Datastream (total return)
== JPMorgan Fleming Japanese Smaller Companies - Ordinary Share price

== JPMorgan Fleming Japanese Smaller Compames - diluted net asset value per
Ordinary share

== Benchmark

= Performance against the Company's peers
The principal objective 15 to actieve capital growth
The Board moniters performance relative to both the
benchmark and a broad range of competitor funds A graph
detailing the Company’s performance against its peers and

a number of Japanese smaller companies indices can be
found on page 1

+ Discount to net asset value (‘NAV’)
The Board has a share repurchase programme which seeks
to address imbalances in supply of and demand for the
Company’s shares within the market This munimises the
volatihty and absolute level of the discount to NAV at which
the Company's shares trade In relation to its peers in the
sector In the year to 31st March 2010, the shares traded
between a discount of 8 1% and 23 4%

Discount Performance

Source Datastream (month end data)
wwm  JPMorgan Fleming Japanese Smaller Companies - Discount

«  Performance attnbution
The purpose of performance attribution analysis is to
assess how the Company achteved its performance relative
to its benchmark index, 1e to understand the impact on
the Company's relatrve performance of the various
components such as sector allocation and stock sefection
A performance attnibution table can be found on page 6

= Total expense ratio (‘'TER’)
The TER represents management fees and all other
operating expenses excluding interest, expressed as a
percentage of the average of the opening and closing net
assets The TER for the year ended 3ist March 2010 was
196% {2009 199%) The Board reviews the TER of the
Company regularly On an annual basis it compares 1ts TER
against other companies with simdar investment objectives
and policies

Share Caprtal

The Company has the authority both to purchase shares in the
market for cancellation and to 1ssue new shares for cash In
additton, the Company has authonty to repurchase shares into
Treasury and to reissue shares out of Treasury at a discount to
NAV subject to hmits and restrictions, as authorised by
sharehofders at the 2009 Annual General Meeting
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During the year, the Company repurchased 23,500 Ordinary
shares into Treasury for a total consideration of £34,000 Over
the same period, the Company 1ssued 51,959 Ordinary shares
for a total consideration of £69,000 following the exercise of
Subscription shares Since the year end a further 504,632
Ordinary shares have beenissued for a total consideration of
£682,000 following the exercise of further Subscrniption shares

Resolutions to renew the authority to 15sue new shares for
cash, to reissue shares out of Treasury at a discount to NAV and
to purchase shares for cancellation are due to be put to
shareholders at the forthcorming Annual General Meeting The
full text of these Resolutions 1s set out in the Notice of Meeting
on pages 52 and 53

Subscription Shares

On 5th March 2009 the Company 1ssued 7 798,873 Subscription
shares as a bonus issue to the Ordinary shareholders on the
basis of one Subscription share for every five Ordinary shares
held Each Subscription share confers the right (but not the
obligaticn) to subscribe for one Qrdinary share on any business
day during the period from 1st April 2009 to 31st March 2014
{both dates inclusive) when the rights under the Subscription
shares will lapse

Future exercise prices have been determined as follows

» If exercised between 1st April 2010 and 3ist March 2012,
147 pence, and

« M exercised between 1st April 2012 and 31st March 2014,
174 pence

Further detaus on the Subscription shares, including the
apportionments for capital gains tax purposes and how they
may be exercised, can be found on page 58 of thus report and
on the Company’s website at

www |pmijapanesesmallercompanies co uk

Principal Risks

with the assistance of the Manager, JF Asset Management
Limited (JFAM’), and Secretary, JPMorgan Asset Management
(UK} Limited {'JPMAM’), the Board has drawn up a risk matrix,
which identifies the key risks to the Company These key risks
fall broadly under the following categones

+ Investment and Strategy An inappropriate investment
strategy, for example excessive concentration of
tnvestments, asset allocation or the level of geaning, may
lead to under-performance against the Company's
benchmark index and peer companies, which may result in
the Company s shares trading on a wider discount The

Board manages these risks by diversification of investments
thraugh its investment restrictions and guidelines which
are monitored and reported on JPMAM provides the
Directors with timely and accurate management
information, including performance data and attribution
analyses, revenue estimates, iquidity reports and
shareholder anailyses The Board monitors the
implementation and results of the investment process with
the Investment Managers, who attend all Board meetings,
and reviews data which shows statistical measures of the
Company’s risk profile The Investment Managers employ
the Company’s gearing tactically within a strategic range
set by the Board in addition to regular Board meetings, the
Board vistts the offices of JF Asset Management in Tokyo on
an annual basis to discuss strategy

Discount In order to manage the Company's discount,
which can be volatile, the Company operates a share
1ssuance and repurchase programme

Market The fair value or future cash flows of a financial
instrument held by the Company may fluctuate because of
changes in market prices This market risk comprises three
elements - currency risk, interest rate risk and cther price
nsk information to enable an evaluation of the nature and
extent of these three elements of market price nsk s given
in note 20(a) on pages 43 to 47 of this report, together with
details of how the Board manages these risks

Liquidity This is the risk that the Company will encounter
difficulty in meeting obligations associated with financial
liabilities that are settled by delivering cash or another
financial asset Details of how the Board manages these
risks can be found in note 20(b) on pages 47 and 48

Credit Credit nsk is the risk that the farure of the
counterparty to a transaction to discharge 1ts obligations
under that transactton could result in loss to the Company
Details of the Company’s exposure to credit nsk and how
the Board manages this nsk can be found i note 20(c) on
page 48

Accounting Legal and Regulatory In order to qualify as
an investment trust, the Company must comply with
Section 842 of the income and Corporation Taxes Act
1988 { Section 842°) Details of the Company s approval
are given under ‘Business of the Company’ on page 15
Should the Company breach Section 842 it may lose its
investment trust status and, as a consequence, gamns
within the Company’s portfolio would be subject to
Corporation Tax The Section 842 qualtfication criteria are
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Directors’ Report continued

continually moniored by JPMAM and the results reported
to the Board each month The Company must also comply
with the provistons of The Companies Act 2006 (the ‘Act’}
and, since its shares are listed on the London Stock
Exchange, the UKLA Listing Rules A breach of the Act
could result in the Company and/or the Directors being
tined or the subject of cnminal proceedings Breach of the
UKLA Listing Rules may resuit in the Company’s shares
being suspended from listing which n turn would breach
Section 842 (replaced on 1st Aprik 2010 by Section 1158 of
the Corporation Tax Act 2010) The Board relies on the
services of its Company Secretary, JPMAM, and its
professional advisers to ensure complhance with the Act
and The UKLA Listing Rules

= Corporate Governance and Sharehoider Relations Details
of the Company's compliance with Corporate Governance
best practice, including information on relations with
shareholders, are set out in the Corporate Governance
report on pages 22 to 25

= Operabional Disruption to, or fallure of, JFAM's or JPMAM’s
accounting, dealing or payments systems or the custodian's
records may prevent accurate reporting and monitoring of
the Company’s financial position Details of how the Board
monitors the services provided by IFAM, IPMAM and its
associates and the key elements designed to praovide
effective internal control are included within the internal
Control section of the Corporate Governance report on
pages 24 and 25

+ Loss of Investment Team A sudden departure of several
members of the investment management team could result
In a short-term deterioration 1n investment performance
The Manager takes steps to reduce the hkelihood of such an
event by ensuring appropriate succession planning and the
adoption of a team-based approach

= Pohtical and Economic Administrative risks, such as the
imposttion of restrictions on the free movement of capnal

Future Developments

The future development of the Company 1s much dependent
upon the success of the Company’s investment strategy in hght
of economic and equity market developments, the Investment
Managers discuss the outlook in their report on pages 5io 7

Management of the Company

The Manager of the Company 15 JFAM JPMAM, the London
based Manager for the investment trust range of J P Morgan,
acts as Secretary and provides administrative support
Investment advice 1s provided to JFAM by JIPMorgan Asset
Management (Japan) Limited in Tokyo JFAM and JPMAM are
employed under a contract terminable on six months’ notice
without penalty if the Company wishes to terminate the
contract on shorter notice. the balance of remuneration is
payable by way of compensation

JFAM and JPMAM are wholly owned subsidiartes of J P Morgan
Chase Bank which, through other subsidiaries, also provides
banking, dealing and custodian services to the Company

The Board has evaluated the performance of the Manager and
Secretary and confirms that it 1s satisfied that the continuing
appointment of the Manager and Secretary 15 1n the interests
of shareholders as a whele In arriving at this view, the Board
considered the investment strategy and process of the
Manager and the support that the Company receives from
JFAM and IPMAM

Management Fee

The managernent fee 15 charged at the rate of 1 25% per annum
on the first £115 milhion of the Company’s gross assets and
100% per annum on any amount exceeding £115 million of
gross assets (save that in relation to cash and near cash assets
above 125% of net assets, a reduced fee of 0 25% per annum

is payable) A secretarial fee s paid to JPMAM out of this
management fee H the Company invests in funds managed or
advised by JFAM, JPMAM or any of its associated companies,
those investments are excluded from the calculation and
therefore attract no additional fee

Going Concern

The Directors believe that having considered the Company's
investment objective (see page 15), risk management policies
(see pages 43 to 49), capital management policies and
procedures (see page 49), 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 operational
existence for the foreseeable future For these reasons, they
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consider that there Is reasonable evidence to continue to adopt
the going concern basis in preparing the accounts

Payment Policy

It 15 the Company's policy to ebtain the best terms for all
business and therefore there are no standard payment terms
in general the Company agrees with s suppliers the terms on
which business will take place and it s the Company's policy to
abide by these terms As at 315t March 2010, the Company had
no outstanding trade creditors (2009 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 March st April
Ordinary shares 2010 2009
Alan Chfton 10,000 10,000
John Gibbon 5,000 5000
Bernard Grigsby 50,000 50,000
Chris Russell 35,000 35,000
Robert White 5,000 5,000

31st March 1st April
Subscription shares 2010 2009
Alan Clifton 2,000 2,000
John Gibbon 1,000 1,000
Bernard Grigsby 10,000 10,000
Chris Russell 7,000 7.000
Robert White 1,000 1,000

There were no changes to the Board of Directors during the
year and up to the date of signing the accounts

No changes in the above holdings have been notified as at the
date of this report

In accordance with the Company’s Articles of Association, the
Director retiring by rotation at the forthcoming Annual General
Meeting will be John Gibben who, being ehgible, offers himself
for re-election by shareholders

Director Indemnification and Insurance

As permitted by the Company s Articles of Association, the
Directors have the benefit of an indemnity which 1s a qualifying
third party indemnity, as defined by section 234 of the
Companies Act 2006 The indemmities were executed on 15th
April 2010 and are currently in force

Aninsurance policy 1s maintained by the Company which
indemmnifies the Directors of the Company against certain
hiabilities arising in the conduct of their duties Thereis 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) so far as each of the Directors 1s aware, there i1s no relevant
audit iInformation (as defined in the Companies Act 2006}
of which the Company’s auditors are unaware, and

(b) each of the Directors has taken all the steps that he ought
to have taken as a Owrector in order to make himself aware
of any relevant audit information 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 Section 418 of the Companies
Act 2006

Section 992 Companies Act 2006

The following disclosures are made in accordance with Section
992 Companies Act 2006

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

Voting Rights in the Company’s shares

Details of the voting rights in the Company s shares as at the
date of this report are given in note 15 to the Notice of Meeting
on page 54

Envirenmental Matters, Soctal and Community Issues
Information on environmental matters, social and community
1Issues 15 set out on page 25 The Company has no employees
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Directors’ Report continued

Notifiable Interests in the Company’s Voting Rights
At the date of this report the following had declared a
notifiable interest in the Company’s voting nights

Shareholders Number of
voling rights %
Lazard Asset Management LLC' 6,334,7C0 161
Asset Value Investors' 5,145,574 130
included within this is
British Empire Securities and
General Trust plc 2.877.809 73
Midas Capital plc 2,880,000 73
IPMaorgan Asset Management (UK) Limited 2,575,006 65
1607 Camital Partners 2,046,495 52
Legal & General Investment Management 1.556.673 40
Wesleyan Assurance Society 1,183,500 30

INon beneficial

The rules concerning the appomntment 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 Company and
the Companies Act 2006

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

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

Independent Auditors

Deloitte LLP have expressed their willingness to continue m
office as audhtor to the Company and a resoluticn proposing
their re-appointment and authonising the Directors to
determine thewr remuneration for the ensuing year will be put
to shareholders at the Annual General Meeting

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
advice from your stockbroker, hank manager, solicitor or other
financial advisor authorised under the Financial Services and
Markets Act 2000

Resolutions relatmg to the following items of special business
will be proposed at the forthcoming Annual General Meeting
{'AGM')

{0 Authority to allot new Ordinary shares and to disapply
pre-emption rights (Resolutions 5 and &)

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

1Issue Lp 1o 3.986.601 new Ordimnary shares for cash up to

an aggregate nominal amount of £398.660, such amount being

equivalent to approximately 10% of the present issued

Ordinary share capital (including Treasury shares) as at the last

practicable date before the publication of this document This

authority will expire at the conclusion of the AGM of the

Company in 2011 unless renewed at a prior general meeting

it1s advantageous far the Company to be able to 1ssue new
Ordinary shares to participants purchasing shares through the
JPMAM savings products and also to other investors when the
Directors consider that 1t 1s in the best interests of shareholders
to doso As such issues would only be made at prices greater
than the net asset value ('NAV'), they Increase the NAV per
share and spread the Company's administrative expenses,
other than the management fee which 1s charged on the value
of the Company’s net assets, over a greater number of shares
The issue proceeds would be avallable for investment in line
with the Company’s investment pohcies The full text of the
Resolutions can be found in the Notice of Meeting on page 52

(1) Authonty to repurchase the Company's shares (Resolution 7)
The authority to repurchase up {o 14 99% of the Company’s
1ssued Ordinary shares and Subscription shares, granted by
shareholders at the 2009 AGM, will expire an 21st January 2011
unless renewed at the AGM The Directors consider that the
renewing of the authonty 1s in the interests of shareholders as
a whole, as. in the case of the Ordinary shares, the repurchase
of shares at a discount to the underlying NAV enhances the
NAV of the remaiming Ordinary shares The repurchase of
Subscription shares reduces the potential dilutive impact

Resclution 7 gives the Company authority to repurchase i1ts
own issued Ordinary shares and Subscription sharesin the
market as permitted by the Compamies Act 2006 {the ‘act”) The
authonty imits the number of shares that could be purchased
to a maximum of (1} 5913,032 Ordinary shares, and (i)
1,085,618 Subscription shares, representing approximately

14 99% of the Company’s issued Ordinary shares (less Treasury
shares) and 1ssued Subscription shares respectively, as at 15th
June 2010 {being the latest practicable date prior to the
publication of this document} The authority also sets minimum
and maximum prnices and will expire on 26th January 2012
unless renewed at a prior general meeting
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As at 15th June 2010 (being the latest practicable date prior to
the pubhcation of this document) there were no warrants or
options over Ordinary shares in the capital of the Company,
other than the 7,242,282 Subscription shares in 1ssue (each of
which gives the holder thereof the night to subscribe for one
new Ordinary share) which represent 18 2% of the Company’s
1ssued Ordinary share capital If the authonity to purchase the
Company’s Ordinary shares was exercised in full (and the
authorty to purchase Subscription shares not exercised at all}
then the Subscription shares would represent 21 3% of the
Company’s Issuted Ordinary share capital

The full text of the Resolution is set out 1n the Notice of Meeting
on pages 52 and 53 Repurchases of Ordinary shares will be
made at the discretion of the Board and will only be made in
the market at prices below the prevailing NAY per share,
thereby enhancing the NAV of the remaining shares as and
when market conditions are appropniate

() Treasury shares/disapplication of pre-emption rights
(Resolutions 8 and 9)

The Company 1s permitted to purchase up to 109% of its own

Ordinary shares into Treasury (for sale or cancellation at a

future date} as an alternative to immediate cancellation

The Board considers that circumstances could anise i which

it would be in shareholders’ interests for such powers to be

exercised This 10% would form part of the 14 99% referred

to in (1) above

The Board continues to believe that the effective use of
Treasury shares assists the Company In managing any
imbalance between supply and demand, thereby minimising
the volatihty and absolute level of the discount at which the
Company's Ordinary shares trade to their net asset value for
the benefit of shareholders

Accordingly, shareholders will also be asked at the AGM to
approve Resolutions 8 and @ which will allow the Company to
sell shares from Treasury at a discount to net asset value and
disapply the statutary pre-emption nights respectively This will
enable the Company to sell shares held in Treasury without
having to first make a pro rata offer to existing shareholders

Should the Resolutions be passed by shareholders, shares
would only be sold from Treasury when market demand is
identified and would be limited to 5% of the total Ordinary
shares inissue (including shares held in Treasury) This 5%
would form part of the 10% 1ssue authonty referred ta in (i) on
page 20 Sales would only be made at a discount narrower than
the weighted average discount of the shares held in Treasury at

that time This process ensures that the enhancement in net
asset value associated with share purchases exceeds the
dilution In net asset value associated with the sale of Treasury
shares at a discount

The Board 1s mindful that shareholders may be concerned
about the dilution in net asset value associated with the sale of
Treasury shares at a discount It I1s therefore proposed that the
sale of shares from Treasury at a discount be limited so that in
the year to the Company's 2011 AGM, the aggregate dilution In
net asset value per share ansing on such sales does not exceed
0 90 pence per Ordinary share, being approximately 0 5% of
the net diluted asset value per Ordinary share at 31st March
2010 The full text of the Resolutions can be found in the Notice
of Meeting on page 53

{iv) Adoption of new Articles of Association (Resolution 10)

The Company proposes 1o adopt new Articles of Association
{the ‘Aarticles’) These incorporate amendments to the current
articles of association to reflect the changes in company law
brought about by the Act which came into effect on 1st October
2009 and changes made to the Act in August 2009 to
implement the EU Shareholder Rights Directive in the UK, as
well as some menor technical or clanfying changes

The principal changes in the new Articles proposed to be
adopted at the AGM relate to shareholder meetings and
resolutions, the Company's constitution and share capital

In August 2009, changes were made to the prowvisions in the
Act on company meetings by The Companies (Shareholders’
Rights} Regulations 2009 (‘Shareholders’ Rights Regulations’}
to implement the EU Shareholder Rights Directive in the UK
The new Articles incorporate amendments in relation to
meetings to ensure consistency with the Act (as amended by
the Shareholders’ Rights Regulations)

Under the Act all provisions of the Company’'s memorandum,
but most significantly the objects clause, are deemed to form
part of the Company's Articles of Association from 1st October
2009 115 possibie for the objects clause to be removed or
amended by amending the Articles of Association by special
resolution Itis not necessary under the Act for a company to
set out 1ts objects The Act provides that, unless the Articles of
Association state otherwise, a company s objects will be
unrestricted

One of the other key provisions of the memorandum which is
deemed to form part of the Company's Articles of Association
from 1st October 200915 the restriction created by the existing
authorised share capial statement The Act removes the
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requirement for a company to place limits on its authornised
share capital

By adopting the new Articles which do not contain the objects
clause or the authorised share capital statement, the Company
will remove these provisions, which would otherwise be
deemed to form part of the Company’s Articles of Association
under section 28 of the Act, from its Articles of Association

For a more detailed explanation of these and other
amendments please refer to the Appendix to this document
on pages 5510 57 The full text of the Resolution 1s set out on
page 53

A copy of the current articles of association and the proposed
new Articles that reflect these amendments will be available for
inspection duning normal business hours (Saturdays, Sundays
and public holhidays excepted) at the offices of IPMAM, Finsbury
Dials, 20 Finshury Street, London EC2Y 9A0 up untll the close
of the AGM Copies will also be available at The Armourers’

Hall, 81 Coleman Street, London EC2R 5BJ being the place of
the AGM, for 15 minutes prior to, and during, the AGM

{v) Change of Company Name (Resolution 11)
The Board recommends that the Company’s name be
shortened to JIPMorgan Japan Smaller Companies Trust plc’

The full text of the Resolution 1s set cut on page 53

Recommendation

The Board considers that Resolutions 5 to 11 are likely to
promote the success of the Company and are in the best
interests of the Company and its shareholders as a whole

The Directors unammously recommend that you vote in favour
of the Resolutions as they intend to do in respect of their own
beneficial heldings which amount in aggregate to 105,000
Ordinary shares with voting nghts representing approximately
0 3% of the voting rights of the Company

Corporate Governance

Comphance

The Company 1s committed to high standards of corporate
governance This statement, together with the Directors
Responsibilities in Respect of the Accounts on page 27
indicates how the Company has applied the principles of good
governance of the Financial Reporting Councail 2008 Combined
Code (the ‘Combined Code’) and the AIC’s Code of Corporate
Governance, (the "AlC Code’), which complements the

I¢opies of the Combined Code and the AIC Code may be found on the respective
organisations’ websites at www frc org.uk and www the aic co uk

Combined Code and provides a framewaork of best practice for
Investment trusts

The Beard 1s responsible for ensuring the appropriate level of
corporate governance and considers that the Company has
complred with the best practice provisions of the Combined
Code, other than in respect of the provision relating to a Senior
Independent Director, and the AIC Code throughout the year
under review

Role of the Board

A management agreement between the Company, JFAM and
JPMAM sets out the matters over which the Manager has
authority Trus includes management of the Company’s assets
and the provision of accounting, company secretarial,
admmnistration 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 monitoring of the
Company’s Investment objectives and policy and its future
strategic direction, gearing policy, management of the capital
structure, appointment and removal of third party service
providers, review of key mvestment and financial data and the
Company's corporate governance and risk control
arrangements

The Board has procedures in place to deal with potential
conilicts of interest and confirms that the procedures have
operated effectively duning the year under review

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

There 15 an agreed procedure for Directors to take independent

professional advice if necessary and at the Company’s expense

This s in addition to the access that every Director has to the

advice and services of the Company Secretary, IPMAM, which

1s responsible to the Board for ensuring that Board procedures \
are followed and that applicable rules and regulations are w
complied with

Board Composition

The Board, chaired by Alan Clifton, consists of five
non-executive Directors, all of whom, including the Charrman,
are regarded by the Board asindependent The Directors have
a breadth of investment, business and financial skills and
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experience relevant to the Company's business and brtef
biographiucat detarls of each Director are set out on page 14

A review of Board composition and balance 1s included as part
of the annual performance evaluation of the Board The Board
has constdered whether a Senior Independent Director should
be appointed and has concluded that, as the Board consists
entirely of Non-Executive Directors, this 1s unnecessary

Tenure

Directors are imtially appeinted until the following Annual
General Meeting when, under the Company’s Articles of
Association, it is required that they be elected by shareholders
Thereafter, a Director’s appointment will run for a term of three
years Subject to the performance evaluation carried out each
year, the Board will agree whether it 1s appropnate for the
Director to seek an additional term The Board does not believe
that length of service in itself necessanly disqualfies a Director
from seeking re-election but, when making a recommendation,
the Board will take into account the requirements of the
Combined Code, including the need to refresh the Board and its
Committees The Company's Articles of Association require that
Chrectars stand for re-election at least every three years In
addition, any Director who has served for a period of more

than nine years will stand for annual re-election thereafter

The terms and conditions of Directors’ appomntments are sat
out In formal letters of appomntment, copies of which are
available for inspection on request at the Company s registered
office and at the AGM

The Board confirms that John Gibbon, who retires by rotation
at this year's AGM. continues to be an effective Director and
demonstrates commitment to his role, and therefore
recommends his re-election

Meetings and Committees
The Board delegates certain responsimhties and functions to
Commuttees All Directors are members of the Committees

The table below detatls the number of Board, Audit Committee
and Nomination Committee meetings attended by each
Director During the year there were 7 Board meetings, which
included a private session of the Directors to evaluate the
Manager and an overseas visit to the offices of JF Asset
Management in Tokyo to discuss strategy, 2 Audit Committee
meetings and 2 Nomination Committee meetings

Audit  Nomunation
Board Committee  Commuittee
Meettngs Mestings Meetings

Director Attended Attended Attended
Alan Chfton 7 2 2
John Gibbon 7 2 2
Bernard Grigsby 7 2 2
Chris Russell 7 2 2
Robert white 7 2 2

Training and Appraisal

On appointment, the Manager and Company Secretary provide
all Directers with induction training Thereafter, regular
briefings are provided on changes ' regulatory requirements
that affect the Company and Directors Directors are
encouraged to attend industry and other seminars covering
issues and developments relevant to investment trusts

The Board conducts a formal annual evaluation of the Manager,
its own performance and that of its Committees and individual
Directors Questionnaires, drawn up by the Board, are
completed by each Director The responses are collated and
then discussed at a private meettng The evaluation

of indwidual Directors 1s led by the Chairman and the
Nomination Committee evaluates the Chairman’s performance

Board Committees

Nomination Committee

The Nomenauon Committee, charred by Alan Clifton, consists of
all of the Directors, and meets at least annually to ensure that
the Board has an appropriate balance of skills and experience
to carry out its iduciary duties and to select and propose
suitable candidates for appointment when necessary vVarnous
sources, which may include the use of external search
consultants, are used to ensure that a wide range of candidates
are considered

The Commuttee undertakes an annual performance evaluation,
as described above, to ensure that all members of the Board
have devoted sufficient time and contributed adequately to the
work of the Board The Commuttee also reviews Directors’ fees
and makes recommendations to the Board as and when
appropriate

On an annual basis each Director submits a list of potential
confhcts of interest for approval at the Nomination Committee
meeting These are considered carefully, taking into account
the circumstances surrounding them, and, if considered
appropriate, are approved for a peniod of one year
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Audit Committee

The Audit Committee, chaired by John Gibbon, consists of alt of
the Directors, and meets at least twice each year The members
of the Committee consider that they have the requisite skills
and expenence to fulfit the responsibilities of the Commuttee

The Committee reviews the actions and judgements of the
Manager and Secretary in relation to the half year and annual
accounts and the Company’s compliance with the Combined
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
Comphiance department and reviews the scope and resuits of
the external audst, its cost effectiveness and the
independence and objectivity of the external auditors,
including the provision of non-audit services and the period
of service held by the senior statutory auditor In the
Directors’ opinion the auditors are considered independent
Representatives of the Company’s auditors attend the Audnt
Committee meeting at which the draft Annual Report &
Accounts are considered There are no contractual
restrictions on the choice of the Committee as to external
auditors The current tenure of the external auditor dates
from 26th July 2002 Any decision to open the external audit
to tender Is taken on the recommendation of the Audit
Committee The Directors' statement on the Company's system
of internal control 1s set out on pages 24 and 25

Terms of Reference

Both the Nomination Committee and the Audit Committee have
written terms of reference which define clearly their respective
responsibilities, copies of which are available on the Company’s
website on request at the Company’s registered office and at
the AGM

Relations with Shareholders

The Board regularty 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 1s supplemented by
the daily publication, through the London Stock Exchange, of
the net asset value of the Company’s Grdinary shares

All sharehelders have the opportunity, and are encouraged

to attend the Company’s AGM at which the Directors and
representatives of the Manager and Secretary are available in
person to meeat with shareholders and answer their questions
In addition, a presentation 1s given by the Investment Managers
who review the Company’s performance During the year the
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Company's brokers, the Investment managers and the
secretary 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 queries and consult
major shareholders on an annual basis The Directors may be
contacted through the Secretary whose details are shown on
page 61

The Company’s Annual Repart & Accounts is published 1n time
to give shareholders at least 20 working days’ notice of the
AGM Shareholders wishing to raise questions in advance of
the meeting are encouraged to submit questions via the
Company's website or write to the Company Secretary at the
address shown on page 61

Details of the proxy voting position on each Resolution will be
published on the Company s website shortly after the AGM

Internal Control

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

The Directors are responsible for the Company’s system

of internal control which 1s destgned to safeguard the
Company's assets, maintain proper accounting records and
ensure that financial information used within the business,

or published, 15 reliable However, such a system can only be
designed to manage rather than eminate the nsk of failure

to achieve business obyectives and therefore can only provide
reasonable, but not absolute, assurance against fraud, material
mis-statement or 10ss

Since investment management, custody of assets and all
administrative services are provided to the Company by JFAM,
JPMAM and its associates, the Company’s system of internal
control mainly compnises monitoring the services provided
by JFAM, JPMAM and its associates, including the operating
controls established by them, to ensure they meet the
Company's business objectives The Company does not have
aninternal audit function of its own, but relies on the internal
audit department of JFAM and JPMAM The key elements
designed to provide effective internal contral are as follows

Financial Reporting - Regular and comprehensive review by
the Board of key investment and financial data, ncluding
management accounts, revenue projections, analysis of
transactions and performance comparisons
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Management Agreement - Appointment of a Manager and
custodian who are regulated by the Financial Services
Authority (FSA"), whose responsibilities are clearly defined ina
written agreement

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

Investment Strategy - Authorisation and monitoring of the
Company s investment strategy and exposure limits by the
Board

The Board, either directly or through the Audit Committee,
keeps under review the effectiveness of the Company's system
of internal control by monitoring the operation of the key
operating controls of the Manager and its associates as follows

= reviews the terms of the management agreement and
recewves regular reports from JPMAM's Compliance
department,

« reviews the report on the internal controls and the
operations of its custodian, JPMorgan Chase Bank, which is
itself independently reviewed, and

+ the Directors review on a regular basis an independent
report on the internal controls and the operations of JFAM
and JPMAM

By the means of the procedures set out above, the Board
confirms that it has reviewed the effectiveness of the
Company’s system of internal control for the year ended
31st March 2010, and to the date of approval of this Annual
Report & Accounts

During the course of its review of the system of internal control,
the Board has notidentified nor been adwvised of any failings or
weaknesses which it has determined to be significant

Corporate Governance and Voting Policy

The Company delegates responsiility for voting to JPMAM
The following 1s a summary of JPMAM’s policy statement on
corporate governance and voting policy which has been noted
by the Board The full policy is available from JPMAM on
request or can be downloaded from the internet as follows go
to www Jpmorganassetmanagement co uk/mstitutional and
within the ‘Commentary & Analysis’ tab you will find a section
ON corporate governance
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“JPMAM 15 commuitted to delivering superior investment
perfermance to its chents worldwide We believe that one of
the drivers of investment performance is an assessment of the
corporate governance principles and practices of the
companies in which we invest our clients assets and we expect
those companies to demonstrate high standards of governance
In the management of their business

Proxy voting s animpartant part of the corporate governance
process, and we view sertously our obligation to manage the
voting nghts of the shares entrusted to us as we would manage
any other asset {t1s the policy of IPMAM to vote in a prudent
and diligent manner, based exclusively on our reasonable
judgement of what will best serve the financial interests of our
clients So far as s practicable we will vote at all of the
meetings called by companies in which we are invested

In order to do this we have formutated detailed guidelines for
each region, which set out our stance on a variety of key
corporate governance 1ssues, including disclosure and
transparency. board composition and independence, control
structures, director independence and remuneration, as well as
social and environmental issues These guidelines form the
basis of our proxy voting decisions, although it shouid be noted
that IPMAM makes all of its voting decisions on a case by case
basis, taking into account the indmiduat circumstances of each
vote”

Corporate 5oc1al Responsibility

The following 15 a summary of JPMAM's policy statement on
corporate social responsibility which has been noted by the
Board

“We believe it 15 our primary duty to act in the best financial
interests of our chents and to achieve good financial returns
consistent with an acceptable level of nsk We recognise that
non-financial issues, such as social and environmental 15sues,
can have an economic impact and that any company run in the
long-term interests of its shareholders will need to manage
effectively relationships with its employees, suppliers and
customers, to behave ethically and to have regard o the
environment and society as a whole Our Investment Managers
take these factors into account as part of any nvestment

decision ” %
By order of the Board /

Chnistopher Legg, for and on behalf of
JPMoOrgan Asset Management (LK) Limited,
Secretary

16th June 2010
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Directors’ Remuneration Report

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

The law requires the Company's auditors to audit certain of the
disclosures provided Where disclosures have been audited
they are indicated as such The auditors’ opinion 1s included in
their report on pages 28 and 29

Directors’ Remuneration'

2010 2009
Directors Name £ £
Alan Chifton 25,000 25,000
John Gibbon 20,000 20,000
Bernard Grigsby 17500 17500
Chrs Russell 17,500 17,500
Robert White? 17500 8,750
Total 97500 88,750

1Audited information
2appointed as a Director of the Company on 1st October 2008

For the year under review, Directors’ fees were paid at the fixed
rate of £25,000 for the Chairman, £20,000 for the Chairman of
the audit Committee and £17,500 for the other Directors

The total Directors’ fees of £97,500 (2009 £88,750} comprised
£97500 (2009 £88,750) In respect of aggregate emoluments
paid to Directors and £mil (2009 £nil} paid to third parties for
making available the services of the Directors

Hawving taken account of the date of the last fee Increase

(Ist April 2006) and the historic median of Directors’ fees of
similar companies, the Board approved an increase to the
Directors’ fees, with effect from 1st April 2010, to a fixed rate of
£28 000 per annum for the Chairman, £23,000 per annum for
the Chairman of the Audit Committee and £20,000 per annum
for each other Director

The Board’s pohicy 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 high calibre are recruited to the
Board The Chairman of the Board and the Chairman of the
Audit Commuttee are paid lugher fees than the other Directors,
reflecting the greater time commitment involved in fulfihng
those roles
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As all of the Directors are non-executive, the Board has not
established a Remuneration Committee Instead, the
Nomunation Commuittee reviews Directors’ fees on a regular
basis and makes recommendations to the Board as and when
appropriate Reviews are based oninformation provided by the
Secretary, JPMAM, and industry research on the level of fees
pald to the directors of the Company’s peers and within the
investment trust industry generally The Directors’ fees are not
performance-related The Articles stipulate that aggregate fees
must not exceed £150,000 Any increase in this amount
requires both Board and shareholder approval

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

A graph showing the Company’s Ordinary share price total
return compared with its benchmark, the S&P/Citigroup Japan
Extended Market Index (Total Return Net) in sterling terms,
over the last five years 1s shown below

Five Year Ordmary Share Price and
Benchmark Total Return to 31st March 2010

Source Mormingstar/Datastream

== Ordinary share Pnice Total Return

== Benchmark / W

By order of the Board

Christopher Legg, for and on behalf of
JPMorgan Asset Management (UK) Limited,

Secretary
16th June 2010
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Directors’ Responsibilities in
Respect of the Accounts

The Directors are responsible for preparing the Directors”
Report and the financial statements in accordance with
applicable law and regulations

Company law reguires the Directors to prepare accounts for
each financial year Under that law, the Directors have elected
to prepare the financial statements 1n accordance with United
Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law} Under
company law the Directors must not approve the accounts
uniess they are satisfied that they give a true and far 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 reasonable and
prudent,

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

- prepare the financial statements on the going concern basis
unlessit s inappropriate to presume that the Company will
continue in business

The Directors are responsible for keeping adequate 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 enable them to
ensure that the hinancial 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
otherirregulanties

The accounts are published on the

www Jpmfjapanesesmallercompanies co uk website, which

1s mamntained by the Company s Secretary, IPMorgan Asset
Management (UK) Limited {JPMAM") The maintenance and
integrity of the website maintained by JPMAM 15, so far as it
relates to the Company, the responsibihity of JPMAM The work
carried out by the auditors does not involve consideration of
the mantenance and integrity of this website and, accordingly,
the auditors accept no responsibility for any changes that have
occurred to the financial statements since they were initially
presented on the website The financial statements are
prepared in accordance with UK legslation, which may differ
from legislation in other jurisdictions

Statement under the Disclosure & Transparency Rules 4112
The Directors each confirm to the best of their knowledge that

(a) the financial statements, prepared in accordance with
applicable accounting standards, give a true and fair view
of the assets, habthties, financial position and profit or loss
of the Company, and

(b} this Annual Report includes a fair review of the
development and performance of the business and the
position of the Company, together with a description of the
principal risks and unceriainties that they face

For and on behalf of the Board

Alan Chifton, a/{',,\__ w%\_\

Charrman
16th June 2010
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Independent Auditors’ Report

We have audited the financial statements of JPMorgan Fleming
Japanese Smaller Companues Investrnent Trust plc for the year
ended 3tst March 2010 which comprise the Income Statement,
Reconcihation of Movements in Shareholders' Funds, Balance
Sheet, Cash Flow Statement and the related notes1to 22 The
financial reporting framework that has been applied in their
preparation i1s applicable law and United Kingdom Accounting
Standards {United Kingdom Generally Accepted Accounting
Practice}

This report I1s made solely to the company’s members, as a
body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Qur audit work has been undertaken so that we
might state to the Company’s members those matters we are
required to state to them in an auditors’ report and for no other
purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the
Company and the Company s members as a body for our audit
work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and Auditors

As explained more fully in the Directors’ Responsibilities
Statement, 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 the financial
statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards
require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit Involves obtaiming evidence about the amounts and
dhsclosures In the financial statements sufficient to give
reasanable assurance that the financial statements 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 apphed and adequately disclosed, the

reasonableness of significant accounting estimates made by
the Directors, and the overall presentation of the financial
statements

Oopinion on financial statements

In our opinion the financial statements

« giveatrye and fair view of the state of the Company’s
affairs as at 31st March 2010 and of its return for the year
then ended,

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

+ have been prepared in accordance with the requirements
of the Comparves Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opINIoN

« the part of the Directors’ Remuneration Report 10 be
audited has been properly prepared 1n accordance with
the Companies Act 2006 and

+ thenlormation given in the Directors’ Report for the
financial year for which the financial statements are
prepared I1s cansistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following

« adequate accounting records have not been kept, or
returns adequate for our audit have not been recewed
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

+ certain disclosures of Directors’ remuneration specified by
law are not made, or
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= we have not received all the iInformation and explanations
we require for our audit

Under the Listing Rules we are required to review

= the Directors’ Statement contained within the Directors’
Report in relation to going concern, and

- the part of the Corporate Governance Statement relating to
the company s comphance with the nine provisions of the
June 2008 Combined Code specaified for our review

G

Clive Bouch (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors,
London

16th June 2010
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Income Statement

for the year ended 31st March 2010

2010 2009
Revenue Capital Total Revenue Capital Total
Notes £000 £000 £'000 £'000 £'000 £'000
Gains/(losses) on investments held at
fair value through profit or loss 2 - 25,071 25,071 - (22,282) (22,282}
Net foretgn currency losses - (862) (862) - (1,811) (1,811)
Income from investments 3 1,019 - 1,019 1,215 - 1,215
Other interest receivable and
similar income 3 25 - 25 206 - 206
Gross return/(loss) 1,044 24,209 25,253 1,421 (24,093) (22,672}
Management fee 4 (938) - (938) (945) - (945)
Other admimstrative expenses 5 {301) - (301) (585) - (585}
Net (loss)/return on ordinary activities
before finance costs and taxation (195) 24,209 24,014 (109) (24,093) (24,202}
Finance costs 6 {304) - (3c4) (191) - (191)
Net (loss)/return on ordinary activities
before taxation (499) 24209 23,710 (300) (24,093) (24,393)
Taxation 7 (67 - (67) (85) - (85)
Net {loss)/return on ordinary activities
after taxation (566) 24,209 23,643 (385) (24,093) (24,478)
(Loss)/return per Ordinary share
-undiluted 8 (1.45)p 62 19p 60.74p (098 (6145)p (62 43)p
(Loss)/return per Ordinary share
= diluted 8 (1.45)p 62.01p 60.56p (098)p (6145)p {62 43)p

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

The ‘Tota!' column of this statement 15 the profit and loss account of the Company and the ‘Revenue’ and ‘Capital’ columns
represent supplementary information prepared under guidance 1ssued by the Association of Investment Companies The total
column represents all the information that is 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 34 to 49 form an integral part of these accounts
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Reconciliation of Movements in
Shareholders’ Funds

for the year ended 31st March 2010

Called up Capital
share Share Other redemption Capital Revenue
capial  premium reserve reserve  reserves reserve Total
£000 £'000 £'000 £000 £'000 £000 £'000
At 31st March 2008 3930 - 315427 1794 (234,161) (10,714} 76,276
Repurchase of shares into Treasury - - (492) - - - (492)
Bonus 1ssue of Subscription shares 78 - (78) - - - -
Net loss on ordinary activities - - - - (24,093) {385} | (24,478)
At 31st March 2009 4008 - 314,857 1,794 (258,254) (11,099) 51,306
Repurchase of shares into Treasury - - (34) - - - (34
Exercise of Subscription shares into
Ordinary shares 1) 1 - - - - -
Issue of Ordinary shares on exercise of
Subscription shares 5 64 - - - - &9
Net return/{l0ss) on ordinary activities - - - - 24,209 (566) 23,643
At 31st March 2010 4,012 65 314,823 1,794 (234,045) (11,665) 74984

The notes on pages 34 to 49 form an integral part of these accounts
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Balance Sheet

at 31st March 2010
2010 2009
Notes £'000 £'000
Fixed assets
Investments held at fair value through profit or loss 9 87948 50,409
Current assets 10
Debtors 1,442 1,499
Cash and short term deposits 2,385 12,042
3,827 13,541
Creditors: amounts falling due within one year 1 (16,791) (12,644}
Net current (Labihities)/assets {12,964} 897
Total assets less current liabilities 74984 51,306
Total net assets 74,984 51,306
Capntal and reserves
Called up share capital 12 4,012 4008
Share premiurn 13 65 -
Other reserve 13 314,823 314,857
Capital redemption reserve 13 1,794 1,794
Capital reserves 13 (234,045) (258,254}
Revenue reserve 13 (11,665) (11,099)
Shareholders’ funds 74,984 51,306
Netasset value per Ordinary share - undduted 14 192.6p 131 8p
Net asset value per Ordinary share - diluted 14 182.8p 131 6p

The accounts on pages 30 to 49 were approved and authorised for issue by the Directors on 16th June 2010 and were signed on

their behalf by

Alan Chfton ﬁ ( ( {'27,5\‘\
Chairman

The accompanying notes on pages 34 to 49 form an integral part of these accounts

The Company's registration number 1s 3916716
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Cash Flow Statement

for the year ended 31st March 2010

2010 2009
Notes £'000 £'000
Net cash (outflow)/inflow from operating activities 15 (371) 17
Returns on investments and servicing of finance
Interest pard (289) (180)
Net cash autflow from returns on investments and servicing
of finance (289) (180)
Capital expenditure and financial investment
Purchases of investrments (88,297) (92,588)
Sales of Investments 76,687 102,721
Other capital charges (11) {15
Net cash (outflow)/inflow from capital expenditure and
financial investment (11,621) 10,118
Net cash (outflow)/inflow before financing (12,281) 9,955
Financing
Net drawdowr/(repayment) of loans 3,001 (376)
Issue of Qrdinary shares on exercise of Subscription shares 69 -
Repurchase of shares into Treasury {98) (428)
Net cash inflow/(outflow) from financing 3,062 (804)
(Decrease)/increase incash in the year 16 (9,219) 9,151

The accompanying notes on pages 34 to 49 form an integral part of these accounts
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Notes to the Accounts

for the year ended 31st March 2010

1
(a)

(b)

©

{d)

34

Accounting policies

Basis of accounting

The accounts are prepared in accordance with the Companies Act 2006, United Kingdom Generally Accepted Accounting
Practice { UK GAAP'} and wath 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 basts under the historical cost convention, as modified by the
revaluation of investments at fair value The disclosures on going concern on page 18 of the Directors’ Report form part
of these financial statements

The accounting policies apphed in these accounts are consistent with those applied in the accounts in the preceeding year
There has been an amendment to FRS 29 1n respect of fair value disclosures and the detatls of this are given in note 19 on
page 43

Valuation of investments
Investments are designated as ‘held at fair value through profit or loss’ in accordance with FRS 26 ‘Financial Instruments
Measurement

The Company’s business I1s investing in financial assets with a view to profiting from their total return in the form of mcome
and capital growth This portfolio of financial assets 1s managed and its performance evaluated on a fair value basis, in
accordance with a documented investment strategy, and information 1s provided internally on that basis to the Company's
Board of Directors Accordingly upon initial recognitron the investments are designated by the Company as ‘held at fair vatue
through profit or loss” They are included nitially at fair value which is taken to be their cost, excluding expenses incidental to
purchase which are written off to capital at the time of acquisition Subsequently the investments are valued at fair value
which are quoted bid market prices for investments traded in active markets

Changes in the value of investments held at fair value through profit or loss and gains and losses on sales are included in the
capital column of the Income Statement within ‘Gains/(losses) on investments held at fair value through profit or loss' Gains
and losses on sales of iInvestments, including the related foreign exchange gains and losses of a capital nature, foreign
exchange gains and losses on cash and other capital receipts and payments, are dealt with in capital reserves within ‘Gains and
losses on sales of investments Increases and decreases in the valuation of investments held at the year end including the
related foreign exchange gains and losses are dealt with in capital reserves within Investment holding gains and losses’
Unrealised exchange gains and losses on foreign currency loans are dealt with in capital reserves within Unreahsed reserve’

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

Income
Dwvidends receivable from equity shares are included in revenue on an ex-dividend basis except where, in the opinson of the
Board, the dividend i1s capital in nature, in which case it 15 sncluded in capital

Overseas dividends are included gross of any withhotlding tax

where the Company has elected to receive scrip dividends in the form of additional shares rather than i cash, the amount of
the cash dividend foregone Is recognised in revenue Any excess in the value of the shares received over the amount of the
cash dwidend s recognised in capital

Beposit interest recevable and steck lending income are taken to revenue on an accruals basis

Expenses

All expenses are accounted for on an accruals basis Expenses are allocated wholly to revenue except for expenses incidental
to purchases and sales of investments which are writien off to capital These expenses are commonly referred to as
transaction costs and comprise mainly brokerage commisston Details of transaction costs are given in note 9 on page 39
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(e} Finance costs

)

Finance costs, including any premiums payable on settlement or redemption and direct 1ssue costs, are accounted for on an
accruals basis using the effective interest rate method and in accordance with FRS 25 ‘Financial instruments Presentation’
and FRS 26 ‘Financial Instruments Measurement’

Finance costs are allocated wholly to revenue

Fmancial instruments
Cash and short term deposits may comprise cash and demand deposits which are readily convertible te a known amount of
cash and are subject to insignificant nisk of changes in value

Other recevables and payables do not carry any interest, are short term In nature and are accordingly stated at cost as
reduced by appropriate allowances for estmated irrecoverable amounts

Bank toans and overdrafts are recorded initially at the proceeds received net of direct 1ssue costs Loans are subsequently
recorded at amortised cost using the effective interest rate method

The Company has not utilised any derivative instruments in the current or comparative year

(g) Foreign currency

(h

2.

=

In accordance with FRS 23 The effects of changes in Foreign Currency Exchange Rates’ the Company 1s required to nominate
a functional currency, beng the currency m which the Company predominantly operates The Board, having regard to the
currency of the Company’s share capital and the predominant currency in which its shareholders operate has determined that
sterling s the functional currency Sterling 1s also the currency in which the accounts are presented

Transactions denominated In foreign currencies are converted at actual exchange rates as at the date of the transaction
Assets and habihties denominated in foreign currencies at the year end are translated at the rates of exchange prevailing at
the year end

Any gain or loss on monetary assets arising from a change in exchange rates subsequent to the date of a transaction s
included as an exchange gain or 10ss in revenue or capital, depending on whether the gain or loss is of a revenue or capital
nature

Defarred Taxation
Deferred taxation ts accounted for in accordance with FRS 19 ‘Deferred Tax’

Defaerred taxation I1s provided on all timing differences that have originated but not reversed by the balance sheet date
Deferred taxation habtlities are recognised for all taxable timing differences but deferred taxation assets are only recognised
to the extent that it 1s more likely than not that taxable profits will be available against which those tming differences can be
utihised

2010 2009
£000 £'000
Gamns/(losses) on investments held at fair value through profit or loss
Gans/(losses) on investments held at fair value through prefit or loss based
on historical cost 6,645 (17.94%)
Amounts recognised in investment holding gains and losses at the previous year end
in respect of investments sold during the year 374 (1,572
Gans/(losses) on sales of investments based on the carrying value at the previous
balance sheet date 7019 (19,521)
Net movement in investment holding gains and losses 18,057 (2,746)
Other capital charges (5) {15)
Total gains/(losses} on investments held at fatir value through profit or loss 25,071 (22,282
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Notes to the Accounts continued

2010 2009
£000 £000
3 Income
Income from investments
Dividends from investmenits listed overseas 1,019 1,215
Other interest recervable and similar income
Deposit interest 1 7
Stock fending fees 24 199
25 206
Total income 1,044 1,421
2010 2009
£000 £000
4 Management fee .
Management fee 938 945
Detalls of the management fee are given in the Directors’ Report on page 18
2010 2009
£'000 £000
6 Other administrative expenses
Other administration expenses 177 194
Directors fees' 98 89
Savings scheme expenses’ 21 19
Subscription share costs (written back)/charged (21) 260
Auditors’ remuneration for audit services 20 17
Auditors remuneration for all other services (3 6
301 585
'Full disclosure 15 griven i the Directors’ Remuneration Report on page 26
2These fees were paid to JPMAM for the marketing of ‘wWrapper' products
2010 2009
£'000 £000
6 Finance costs
Interest payable on bank loans and overdrafts 304 191
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7 Taxation

2010 2009
£000 £'000

() Analysis of tax charge wn the year
UK corporation tax - -
Overseas withholding tax 67 85
Current tax charge for the year 67 85

{b) Factors affecting current tax charge for the year

The tax assessed for the year 1s lower (2009 higher) than the standard rate of corporation tax in the UK of 28% The factors

affecting the current tax charge for the year are as follows

2010 2009
Revenue Capital Totai Revenue Capital Total
£'000 £000 £'000 £'000 £000 £'000
Net (loss)/return on ordinary activities before taxation (499) 24,209 23,710 (300) {24,093) {24,393)
Net (loss)/return on ordinary actwities before taxation

multiphed by the standard rate of corporation tax of 28%

(2009 28%) (140) 6,778 6,638 {84) (6,746) {6,830
Income taxed in different periods 147 - 147 37 - 37
Non taxable overseas dividends (302) — {302) - - -
Nan taxable cap:tal (gains)/losses - (6,778) (6,778) - 6,746 6,746
Expenses disallowed for tax purposes (6) - (6) - - -
Unreheved expenses 3m - 301 47 - 47
Overseas withholding tax 67 - 67 85 - 85

67 - 67 85 - 85

The Company has an unrecognised deferred taxation asset of £3,349,000 {2009 £3,048,000), which anses from cumulative
tax deductible expenses in excess of taxable income Given the composition of the Company's portfolio, it 1s not likely that this

asset will be utihsed in the foreseeable future

Given 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 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

2010 2009
£'000 £'000
8. (Loss)/return per Ordtnary share
{Loss)/return per Ordinary share s based on the following
Revenue loss (566) (385)
Capital return/(loss} 24,209 (24,093)
Total return/(loss) 23,643 (24,478)
weighted average number of Ordinary shares in 1ssue during the year used
for the purpose of the undiluted calculation 38,928,451 39.207211
weighted average number of Ordinary shares inissue during the year used
for the purpose of the diluted calculation 39,040,383 39,207.211
Undiluted
Revenue loss per share (145)p (098)p
Capnal return/(loss) per share 62 19p (61 45)p
Total return/(loss} per share 60 74p (62 43)p
Diluted
Revenue loss per share {1.45)p (098)p
Capital return/{loss) per share 62 01p (61 45)p
Total return/{loss) per share 60 56p (62 43)p

The diluted {loss)/return per Ordinary share represents the (loss)/return on ordinary activities after taxation divided by the
weighted average number of Ordinary shares in issue duning the year as adjusted in accordance with the requirements of
Financial Reparting Standard 22 ‘Earnings per share’

There was no dilution to the returns for the year ended 31st March 2009
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10

2010 2009
£'000 £000
Investments .
Investments listed on a recognised investment exchange 87948 50409
Opening book cost 52,319 81,114
Opening investment holding {losses)/gains (1,910) 2.408
Opeming valuation 50,409 83,522
Movement in the year
Purchases at cost 89,085 91,765
Sales - proceeds (76,622) (102,611
Gains/(losses) on sales of investments based on the carrying value at the prevtous balance
sheet date 7,019 (19,521
Net movement in revaluation gains and losses’ 18,057 (2,746)
879048 50,409
Closing book cost 71,427 52,319
Clesing investment holding gains/(losses) 16,521 (1510)
87548 50,409
‘Duning the year, prior year revaluation losses amounting to £374 000 have been transferred to realised losses as disclosed in note 13
Transaction costs on purchases during the year amounted to £84,000 (2009 £111,000) and on sales durning the year
amounted to £62,000 (2009 £102,000) These costs comprise mainly brokerage commission
2010 2009
£'000 £'000
Current assets
Debtots
Securities sold awaiting settlement 874 939
Divicfends and nterest recevable 516 489
Other debtors 52 71
1,442 1,499

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

Cash and short term deposits

Cash and short term deposits comprises bank balances and short term deposits The carrying amount of these 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

n

40

2010 2009
£000 £'000

Creditors amounts falling due within one year
Bank loans : 14,110 10,595
Securities purchased awaiting settlement 2,584 1,796
Shares repurchased into Treasury awaiting settlement - 64
Subscription share costs - 40
Other creditors and accruals 97 149
16,791 12,644

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

The Company has arranged a yen 2 O bilhon floating rate loan facility with ING Bank NV, expiring on 315t August 2010 Interest
1s payable at yen LIBOR at the ume of the drawdown, as offered in the market for the loan period plus a margin of 2 0% plus
mandatory costs, which are the costs of complying with certain regulatory requirements of the 8ank of England At 315t March
2010 the Company had drawn down the whole yen 2 O bilhon on this facility at an interest rate of 2 253% At 31st March 2009,
the Company had drawn down yen 1 5 biliton on a similar loan facility with ING Bank NV

2010 2009
£000 £'000
Called up share capital
Authorised share capital:
100,000,000 (2009 100,000,000} Ordinary shares of 10p each 10,000 10,000
10,000,000 (2009 10,000,000} Subscription shares of 1p each 100 100
tssued and fully pard share capstal:
Ordinary shares
Opening balance of 38,913,423 (2009 39,309,423} Ordinary shares
excluding shares held in Treasury 3,890 3930
Issue of 51959 (2009 nmil) Ordinary shares on conversion of Subscription shares 5 -
23,500 (2009 396,000) Ordinary shares bought into Treasury* ) (40)
Subtotal 3,893 3,890
419,500 (2009 396,000} Ordinary shares held in Treasury 42 40
Closing balance? 3935 3930
Subscription shares
Issue of 7,798,873 Subscription shares of 1p each 78 78
Exercise of 51,959 (2009 nil) Subscnption shares into Ordinary shares (n -
Closing balance’ 77 78
Total called up share capital 4,012 4,008

Ipuring the year the Company made market purchases of 23,500 of its own Ordinary shares, nominal value £2,350 into Treasury representing O 1% of the ssued share capital at
the beginming of the year The corsideration paid for these shares amounted ta £34,000 The reason for the purchases was to seek to manage the volatility and absolute level of
the share price discount to net asset vatue Further details of transactions in the Company 5 shares are given in the Directors Report on pages 16 and 17

Zpepresented by 39,361,382 (2009 39 309 423) Ordinary shares including 419,500 (2009 396,000) Ordinary shares held in Treasury

*ompnises 7,746,914 (2009 7798,873) Subscnplion shares of 1p each The Subseription shares were tssued as a bonus ssue to the Grdinary shareholders on 5th March 2009 on
the basts of one Subscnption share for every five Ordinary shares held Each Subscnption share confers the night (but aot the obligation) to subscnbe for one Ordinary share on
any bustness day durtng the penod from 1st Apnil 2009 te 315t March 2014 (inclusive} when the nghts under the Subscription shares will lapse Duning the year, holders of 51,959
Subscription shares exerosed therr right to convert those shares it Ordinary shares at a price of 135 pence per share giving a total consideration of £69,000. Future exercise
prices have been determined as follows.

{a) f exercised between 1st Apnl 2010 and 31st March 2012 - 147p

(b) if exercised between 1st Apnil 2012 and 31st March 2014 - 114p
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Capital reserves
Gains and
Called Capital losses  trvestment Other
upshare Share redemption Other  onsalesof holdinggains revaluation Revenue
capital premum reserve reserve’ nvestments  and losses reserve reserve Total
£000 £000 £000 £000 £000 £000 £000 £000 £000
13 Reserves
Openmg balance 4008 - 1794 314 857 (253 201) (1510} (3143) 11 099} 51 306
Foreign currency exchange losses on
cash and short term deposits held
during the year - - - - (438) - - - (438)
Unreahsed exchange losses on yen foan - - - - - ~ (424) - (424}
Gains on sales of investments based on
the carrying value at the previous
balance sheet date - - - - 7019 - - - 7019
Net movement in investment holding
gains and losses - - - - - 18,057 - - 18,057
Transfer on disposal of investments - - - - (374) 374 - - -
Conversion of Subscription shares
into Ordinary shares {1) 1 - - - - - - -
1ssue of Ordinary shares on exercise of
Subscription shares 5 64 - - - - - - 69
Gther capital charges - - - - 5) - - - (5
Repurchase of shares into Treasury - - - (34) - - - - (34)
Net revenue loss for the year - - - - - - - (566) (566)
Closing balance 4,012 65 1,794 314,823 (246,999) 16,521 (3,567 (1,665) 74,984
The share premium was cancelled in the operang period ended 31st March 2001 and redesignated as ‘other reserve' for the purpose of financing share buybacks
14 Net asset value per Ordmary share
2010 2009
Undiiuted
Ordinary shareholders funds (£'000) 74,984 51,306
Number of Ordinary shares in issue 38,941,882 38913423
Net asset value per Ordinary share 192 6p 131 8p
Diluted
Ordinary shareholders funds assuming exercise of dilutive Subscription shares and
reissuance of Treasury shares (£'000) 86,126 51.72]
Number of potential dilutive Grdinary shares in issue 47,108,296 39309423
Net asset value per Ordinary share 182 8p 131 6p

The diluted net asset value per Ordinary share assumes that all outstanding dilutive Subscription shares were converted into
Ordinary shares at the year end and all shares held in Treasury at the year end were reissued in accordance with the Board's

policy on the reissuance of Treasury shares
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Notes to the Accounts continued

2010 2009
£000 £000
15 Reconciliation of tatal return/(loss) on ordinary activities before finance costs and
taxation to net cash (outflow)/inflow from operating activifies
Total return/(loss) on ordinary activities before finance costs and taxation 24,014 (24,202)
Add back capital {return)/ioss before finance costs and taxation (24,209) 24,093
(Increase)/decrease In accrued income (27} 124
Decrease/(increase} In other debtors 19 (10)
(Decrease)/increase In accrued expenses {101) 97
Overseas withholding tax (67) (85)
Net cash {outflow)/inflow from operating activities (371) 17
Exchange
2009 Cash flow movement 2010
£'000 £000 £000 £'000
16 Analysis of changes in net funds/{debt}
Cash and short term deposits 12,042 (9.219) (438) 2,385
Bank loans and overdrafts falling due within
one year (10.595) (3.091) (424 (14,110)
Net funds/(debt) 1,447 (12,310) (862) (11,725)

17. Capital commitments and contingent habilities

At the balance sheet date there were no caprtal commitments or contingent habilities 2009 none}

18 Transactions with ] P Morgan

Details of the management contract are set out in the Directars’ Report on page 18 The management fee payable for the year
was £938 000 (2009 £945,000) of which £mil (2009 £66,000) was cutstanding at the year end

During the year £21 000 (2009 £19.000) was payable to JPMAM for the marketing of ‘wrapper’ products, of which €l
(2009 £2,000) was outstanding at the year end

Included in other administration expenses in note 5 on page 36 are safe custody fees payable to JPMAM group subsidiaries
amounting to £10,000 (2009 £11,000) of which £3,000 (2009 £3,000) was outstanding at the year end

JPMAM carnes out some of 1ts dealing transactions through group subsidiaries These transactions are carrned out at arm’s
length The commission payable to § P Morgan Securities for the year was £5,000 (2009 £11,000) of which £nil (2009 £nil)
was outstanding at the year end

Handling charges payable on dealing transactions undertaken by }PMAM group subsidiaries on behalf of the Company during
the year amounted to £5,000 (2009 £15,000) of which £3,000 (2009 £10,000) was outstanding at the year end

The Company received £24,000 (2009 £199,000) from stock lending transactions during the year JPMAM received
commissions amounting to £5,000 (2009 £50,000) in respect of these transactions

At the year end, a bank balance of £2,385,000 (2009 £12 042 000) was held with JPMorgan Chase A net amount of interest of
£1,000 (2009 £7,000) was recewvable by the Company during the year from JPMorgan Chase of which £nil (2009 £nil) was
outstanding at the year end
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19 Disclosures regarding financial instruments measured at fair value

20,

(a

—

The disclosures required by the amendment to FRS 26 ‘Improving Disclosures about Financial Instruments’ are given below
The Company’s financial instruments within the scope of FRS 29 that are held a fair value comprise its investment portfolio
The Company currently holds no derivative financial instruments and its habilities are not held at fair value

The investments are categorised I1nto a hierarchy consisting of the following three levels
Levell - valued using quoted prices 1n active markets for identical assets

Level2 - 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 techriques using inputs that are not based on cbservable market data

Categorisation within the hierarchy has been determined on the hasis of the lowest level input that 1s significant to the fair
value measurement of the relevant asset

Detalls of the valuation techrugues used by the Company are given in note 1(b} on page 34
The following table sets out the fair value measurements using the FRS 29 hierarchy

Level 1 Level 2 Level 3 Total
£'000 £'000 £000 £°000

Frnancial mstruments held at fair value through profit or loss at 31st March 2010
Equity investments 87948 - - 87948

Total 87948 - - 87948

There have been no transfers between Levels 1, 2 or 3 during the year

Frnancial instruments’ exposure to nsk and risk 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 1s exposed to a variety of risks that could result
in a reduction in the Company’s net assets These risks include market risk (comprising currency risk, interest rate risk and
other price risk), iquidity sk and credit risk The Directors’ policy for managing these risks 15 set out below The Company
Secretary, In close cocperation with the Board and the Manager, coordinates the Company’s risk 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 compnse the following

- Investments In Japanese equity shares, which are ali held in accordance with the Company's investment objective,
- short term debtors, creditors and cash anising directly from its operations, and

- ayendenominated bank loan, the main purpose of which s to finance the Company’s operations

Market risk

The fair value or future cash flows of a financral instrument held by the Company may fluctuate because of changes in market
prices This market risk comprises three elements - currency nisk, interest rate sk and other price nisk Information to enable
an evaluation of the nature and extent of these three elements of market price risk 1s given in parts (1) to (m} of this note,
together with sensitivity analyses where appropriate 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 overalt level of market risk on the whole of the
investment portfolta on an ongoing basis
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Notes to the Accounts continued

20 Financialinstruments’ exposure to nisk and nsk management polcies continued

(a) Market nisk continued
(1) Currency risk
The Company’s assets, hiabiities and income are denominated pnimarily in yen The Company’s functiona!l currency (and
the currency in which 1t reports) is sterling As a result, movements in the sterling/yen exchange rate will affect the sterling
value of those items

Management of currency risk

The Manager monitors the Company’s exposure to the yen on a daily basis and reports to the Board, which meets on at
least four occasions each year The Manager measures the risk to the Company of this exposure by considering the effect
on the Company's net asset value and income of a movement in the sterhing/yen rate of exchange to which the Company's
assets, labilities, income and expenses are exposed Yen borrowing may be used to mit the exposure of the Company's
portfalio of investments to changes in the exchange rate This borrowing is mited to an amount commensurate with the
asset exposure to the yen Income denominated in yen s converted to sterling on receipt The Company may use short
term forward currency contracts to manage working capital requirements

Foreign currency exposure

The fair value of the Company’s monetary items that have foreign currency exposure at 31st March are shown below
where the Company's equity investments (which are not monetary items} are priced in yen, they have been included
separately in the analysis so as to show the overall level of exposure

2010 2009

Yen Yen

£'000 £'000

Investments held at fair value through profit or toss that are monetary items - -
Securities sold awaiting settlement, dividends and interest recewvable 1,390 1428
Cash and short term deposits 2,377 12042
Bank loans (14,110) (10,595)
Securities purchased awaiting settlement (2,584) (1.796)
Foreign currency exposure on net menetary items (12927 1,079
Investments held at fair value through profit or loss that are equities 87948 50,409
Total net foreign currency exposure 75,021 51,488

The above year end amounts are broadly representative of the expasure to foreign currency risk during the current and
comparative years

Foreign currency sensitivity

The following tables lustrate the sensitivity of return after taxation for the year and net assets with regard to the
Company’s monetary financial assets and financial habiliwes and exchange rates The sensitivity analysis 1s based on the
Company's foreign currency exposure at each balance sheet date and the income receved in foreign currency and
assumes a 10% (2009 10%) apprectation or depreciation in sterling against the yen, which 1s deemed a reasonable
illustration based on the volatihty of exchange rates during the year
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If sterling had weakened this would have had the following effect

2010 2009
£'000 £'000
tncome statement return after taxation
Revenue return 102 122
Caputal return (1,292) 108
Total return after taxation for the year (1,190) 230
Net assets (1,190} 230
Conversely if sterling had strengthened tihis would have had the following effect
2010 2009
£000 £000
Income statement return after taxation
Revenue return {102) (122)
Capital return 1,292 (108)
Total return after taxation for the year 1,190 (230}
Net assets 1,190 (230)
Interest rate risk

Interest rate movements may affect the level of Income receivable on cash deposits and the interest payable on variable

rate cash borrowings

Management of interest rate risk

The Company does not normally ho!d significant cash balances Short term borrowings are used when required

The Company finances part of its activities through borrowings at levels approved and monitored by the Board

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 yen loan facility However, amounts drawn down on this facility are for short periods and

therefore there 1s imited exposure to interest rate risk

Derwatives are not used to hedge against the exposure to interest rate nsk
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Notes to the Accounts continued

20 Francial instruments’ exposure to risk and risk management policies continued

(a) Market risk continued
(1) Interest rate risk continued

46

Interest rate exposure

The Company has no financial assets or hiabilities carrying fixed rates of interest The exposure of financial assets and
hablities to floating interest rates, giving cash flow interest rate risk when rates are re-set, 15 as follows

2010 2009
£'000 £'000
Amounts exposed to floating interest rates
Cash and short term deposiis 2,385 12,042
Creditors amounts falling due within one year
Bank toans (14,110) {10,595)
Total exposure {11,725) 1447

Interest receivable on cash balances or paid on overdrafts s at a margin below or above LIBOR respectively (2009 same)

The Company has arranged a yen 2 O billion floating rate loan facility with ING Bank NV, expiring on 31st August 2010
Interest 1s payable at yen LIBOR at the time of the drawdown, as offered in the market for the loan period, plus a margin of
2 0% plus mandatory costs, which are the costs of complying with certain regulatory requirements of the Bank of England
At 315t March 2010 the Company had drawn down the whole yen 2 Q billion on this facility at an interest rate of 2 253% At
31st March 2009, the Company had drawn down yen 1 5 billion on a similar loan facility with ING Bank NV

The exposure has fluctuated during the year as borrowings were drawn down and repaid as follows

2010 2009

£000 £'000

Maximum debit interest rate exposure to floating rates - net loan balances (13,552) (6.832)
Maximum credit interest rate exposure to floating rates - net cash balances 1,447 1,447

Interest rate sensitivity

The foltowing table dlustrates the sensitivity of the revenue after taxation for the year and net assets to a 19 (2009 19%)

increase or decrease In interest rates in regards to the Company’s monetary financial assets and financial habilities This level

of change s considered to be a reasonable illustration based on observation of current market conditions The sensitivity
analysis 1s based on the Company's cash and loan balances held at the balance sheet date, with al} other vanables held

constant
2010 2009
1% increase 1% Decrease 1% Increase 19 Decrease
inrate mrate inrate Inrate
£000 £'000 £'000 £000
Income statement - return after taxation
Revenue return 1uz 7 14 (14)
Net assets 117 (117) 14 (14)

in the opinton of the Directors, the above sensitivity analysis may not be representative of the Company's future exposure
to interest rate changes due to the fluctuation in the level of cash balances and amounts drawn down on the Company's

loan facility
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() Other price nsk
Other price risk includes changes in market prices, other than those arising from interast rate risk or currency risk which
may affect the value of equity investments

Management of other price nsk

The Board meets on at least four occasions each year to consider the asset allocation of the portfolio and the risk
assoclated with particular industry sectors The investment management team has responsibility for monitoring the
portfolio, which 1s selected in accordance with the Company's investment objectives and seeks to ensure that individual
stocks meet an acceptable risk reward profile

Other price nsk exposure
The Company’s total exposure to changes in market prices at 31st March compnises its holdings 1n equity investments as

follows
2010 2009
£000 £000
Equity investments heid at fair value through profit or loss 87948 50409

The above data 1s broadly representative of the exposure to other price nisk during the year

Concentration of exposure to other price risk

An analysis of the Company's investments 1s given on pages 12 and 13 This shows that all of the investments’ value 15 1n
Japanese equities Accordingly there is a concentration of exposure to that country However 1t should also be noted that
an investment may not be entirely exposed to the economic conditians in its country of dormicile or of listing

Other price risk sensitivity

The following table illustrates the sensitivity of net assets to an increase or decrease of 109% (2009 10%]) in the fair value of
the Company's equities This level of change 1s considered 1o be a reasonable illustration based on observation of current
market conditions The sensitivity analysis 1s based on the Company's equities and adjusting for change in the
management fee but with all other vartables held constant

2010 2009

10% Increase 10%Decrease | 109 Increase 10% Decrease

infarrvalue  infair value in fair value in farr value

£000 £'000 £'000 £000

Income statement - return after taxation

Revenue return (110) 10 (63) 63
Capital return 8,795 (8,795) 5041 (5.041)
Total return after taxation and net assets 8,685 (8,685) 4978 (4978)

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

Management of the risk
Liquidity nisk 1s not significant as the Company's assets comprise readily realisable securities, which can be sold to meet
funding requirements if necessary Short term flexaility 15 achteved through the use of overdrait facilities

The Board's policy 1s for the Company to remain fully invested in normal market conditions and that short term borrowings be
used to manage short term habilities, working capital requirements and to gear the Company as appropriate Details of the
current foan facibity are given in part (2)(n) to this note on pages 45 and 46
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Notes to the Accounts continued

20. Financial instruments’ exposure to risk and risk management policies continued

(b) Liquidity risk continued
Liquidity risk exposure
Contractual maturities of the financial habilities at the year end, based on the earliest date on which payment can be required
are as follows

2010 2009
Three Three
months months

or less Total orless Jotal

£000 £000 £000 £'000
Creditors amounts fafling due within one year
Bank loans 14,110 14,110 10,595 10,595
Securities purchased awaiting settiement 2,584 2,584 1,796 1,796
Repurchase of shares into Treasury awaiting settlement - - 64 64
Subscription share costs - - 40 40
Other creditors and accruals 97 97 149 149

16,791 16,791 12,644 12,644

(c) Credit nsk
Credit nisk is the risk that the failure of the counterparty to a transaction to discharge 1ts obhigations under that transaction
could result in loss to the Company

Management of credit risk

Portfolio dealing

The Company invests in markets that operate DVP {Delivery Versus Payment) setilement The process of DVP mitigates the
risk of losing the principal of a trade during the settlement process The Manager continuously monitors deahing activity to
ensure best execution, a process that involves measuring various indicators including the quality of trade settlement and
incidence of faited trades Counterparty hsts are maintained 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 AL/P1 from Standard & Poer’s and Moody's respectively

Exposure to JPMorgan Chase

The Company's assets are ring-fenced in chent designated accounts Therefore these assets are designed to be protected from
creditors or shareholders in the event that JPMorgan Chase were to cease trading However no absolute guarantee can be
gven to investors on the protection of all assets of the Company

Credit nsk exposure
The amounts shown in the balance sheet under debtors and cash and short term deposits, represent the maximum exposure
to credit risk at the current and comparative year ends

The aggregate value of secunties on loan at 31st March 2010 amounted to £nil and the maximum value of stock on toan during
the year amounted to £2,591,000 Collateral i1s obtained by } P Morgan Asset Management and +s called in on adaily basis to a
value of 102% of the value of the secunities on Igan If that collateral 1s derominated in the same currency as the securities on
loan and 105% if it s denominated n a difierent currency Collateral acceptable under the Stock Lending Agreement may
comprise cash in sterling, euros, or US dollars, Eurozone government securiies UK government secunities and US
government securities
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(d) Faur values of financial assets and financial iabilities

21

22

All financial assets and liabilities are either included in the balance sheet at farr value or the carrying amount in the balance
sheet 15 a reasonable approximation of far value

Capital management policies and procedures
2010 2009

Compaosition of the Company’s Capital £'000 £'000
Debt
Bank loan 14,110 10,595
Equity
Share capita! 4,012 4,008
Reserves 70972 47,298

74984 51,306
Total debt and equity 89,094 61,901

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

2010 2009

£000 £000

Investments held at fair value through profit or loss 87948 50409
Net assets 74,984 51,306
Gearing 1173% 98 3%

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 prermium, and

- the need forissues of new shares, including issues from Treasury

Post balance sheet event

At the end of the year, notice was receved from the holders of 496,885 Subscription shares who wished to exercise their
rights to subscribe for Ordinary shares at a price of 135p per share The new Ordinary shares were duly allotted in Apnl 2010
and therefore this transaction has not been included n these accounts prepared as at 31st March 2010

The new conversion price avallable to Subscription shareholders wishing to exercise their rights on or after 1st April 2010 1s
147p per share If the above transaction had been brought into account and assuming the remaining Subscription shares were
converted Into Ordinary shares at the new price of 147p, the diluted net asset vatue per Ordinary share would be 189 1p per
share, compared with the diluted net asset value per Ordinary share of 182 8p per share disclosed 1n these accounts
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Shareholder Analyses

at 31st March 2010

Ordinary Shares Number of shares % Holding
Unit Trusts 13,214,830 336
Investment Trusts' 6,154,330 156
Pensions 5137757 131
QOther Institutions 2971958 75
Insurance Companies 2,357529 60
Charities 373,118 0%
Total Institutions 30,209,522 76.7
Private Chient Brokers 3,685,336 94
Retail nvestors holding shares directly or through nominee accounts’ 3,639,852 92
individuals in the Investment Trust Share Plan? 1,161,864 30
Individuals in the Investment Trust individual Savings Account? 165,847 04
Individuals in the Investment Trust Self Invested Personal Pension’ 79461 02
Total Retall Holdings 8,732,360 22.2
Treasury Shares* 419,500 11
Total Shares In issue 39,361,382 100.0

tncludes 1045 Q00 shares held by IPMorgan Elect plc.
Zinciudes shares below threshotd of 10,000 shares
35avings product managed by J P Morgan

45hares held In Treasury do not carry any voting fights
Source Thomson Reuters

50 | JPMorgan Fleming japanese Smaller Companies Investment Trust plc. Annual Report & Accounts 2010




Subscription Shares Number of shares % Holding
Unit Trusts 2,024,501 261
Other Institutions 1,054,020 136
Investment Trusts' 1,026,866 133
Pensions 645,086 83
Insurance Companies 346,608 45
Charities 55,352 07
Total Institutions 5,152,433 66.5
Retall investors holding shares directly or threugh nominee accounts? 1,492,464 193
Private Client Brokers 820,871 106
Individuals in the Investment Trust Share Plan’ 184,757 24
Individuals in the Investment Trust individual Savings Account® 68,010 09
Individuals in the Investment Trust Self invested Personal Pension’ 28,379 03
Total Retail Holdings 2,594 481 335
Total Shares n Issue 7,746914 100.0

Uncludes 209,000 shares held by JPMorgan Elect plc
Zncludes shares below threshold of 10 000 shares
35avings product managed by J P Morgan

Source Themson Reuters
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Notice of Meeting

Notice is hereby given that the tenth Annual General Meeting
of JPMorgan Fleming Japanese Smaller Companies Investment
Trust plc will be held at The Armourers Hall, 81 Coleman Street,
London EC2R 5BJ on Tuesday, 27th July 2010 at 1130 am for
the following purposes

1 Torecewve the Directors’ Report, the Annual Accounts and
the Auditors’ Report for the year ended 3ist March 2010

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

3 Tore-elect John Gibbon as a Director of the Company

4 Tore-appoint Deloitte LLP as Auditors to the Company and
to authorise the Directors to determine their remuneration

Special Business
To consider the following resolutions

Authonty to allot new Ordinary shares - Ordinary Resolution

5 THAT the Directors of the Company be and they are hereby
generally and unconditionally authorised, (in substitution of
any authorities previously granted to the Directors),
pursuant to and in accordance with Section 551 of the
Ccompanies Act 2006 (the ‘Act’) to exercise all the powers of
the Company to allot equity securities in the Company and
to grant rights to subscribe for, or to convert any security
into, Ordinary shares in the Company (‘Rights’}up to an
aggregate nominal amount of £398,660, representing
approximately 10% of the Company’s 1ssued Ordinary share
capital (including shares held in Treasury) as at the date of
the passing of this resolution providing that this authority
shall expire at the conclusion of the Annual General
Meeting of the Company to be held in 2011 unless renewed
at a general meeting prior to such time, save that the
Company may before such expiry make offers, agreements
or arrangements 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
pursuance of such offers, agreements or arrangements as
if the authority conferred hereby had not expired

Authonity to disapply pre-emption nghts en allotment of new

Crdinary shares - Special Resolution

6 THAT subject to the passing of Resolution 5, the Directors of
the Company be and they are hereby empowered pursuant
to Sections 570 and 573 of the Act to allot equity secunities
(within the meaning of Section 560 of the Act) for cash
pursuant to the authonty conferred by Resolution 5 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
norminal amount of £398,660, representing approximately

10% of the total Ordinary share capital (including shares

held in Treasury) 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 generat

authority conferred by Resolution 5, save that the Company

may before such expiry make offers, agreements or ‘
arrangements 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, agreements or arrangements as

If the power conferred hereby had not expired

Authonity to repurchase the Company’s shares - Special Resolution
7 THAT the Company be generally and subject as hereinafter

appears uncondiionally authonsed 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 and Subscription shares on such terms and in such
manner as the Directors may from time to time determine

PROVIDED ALWAYS THAT

(1 the maximum number of Ordinary shares and
Subscription shares hereby authornised to be purchased
shall be 5,913,032 and 1,085,618 respectively, or if less,
that number of Ordinary shares or Subscription shares
which s equal to 14 99% of the Company's 1ssued share
capital (less shares held in Treasury) of the relevant
share class as at the date of the passing of this
Resolution,

(i} the mimimum price whrch may be paid for an Ordinary
share and Subscription share shall be 10 pence and
1 pence respectively,

|

(in) the maximum price which may be paid for a share shall |

be an amount equal to the highest of {a) 105% of the

average of the middle market quotations for a share

taken from and calculated by reference to the London

Stock Exchange Daily Official List for the five business

days immediately preceding the day on which the share

1s purchased, or (b} the price of the last independent

trade, or {c) the highest current independent bid,

(w) any purchase of Ordinary shares will be made in the
market for cash at prices below the prevailing NAY per
share {as determined by the Directors),

(v) the authority hereby conferred shall expire on
26th January 2012 unless the authority 1s renewed at
the Company’'s Annual General Meeting in 2011 or at
any other general meeting prior to such time, and

(w1} the Company may make a contract to purchase shares ‘
under the authonty hereby conferred prior to the expiry
of such authority and may make a purchase of shares
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pursuant to any such contract notwithstanding such
expiry

Authority to sell Ordinary shares from Treasury - Special Resolutton
8 THAT the Directors of the Company be authorised, for the
purposes of paragraph 12 6 of the Listing Rules of the
united Kingdom Listing Authonty, to reissue Ordinary
shares of 10 pence each in the capital of the Company at
a price below the NAV per share of the existing shares in
1ssue provided always that such issue will be limited to

(1) uptoanaggregate nominal amount of £199,330,
representing approximately 5% of the total Ordinary
shares in 1ssue (Including shares held in Treasury) as at
the date of the passing of this resolution,

(ny the sale of shares which immediately before such
reissue, were held by the Company as Treasury shares
and

(1) the discount to NAV being narrower than the weighted
average discount of the shares held in Treasury at the
time of sale, and

{(v) such number of Ordinary shares and such sale prices
that, in the year to the Company’s 2011 Annual General
Meeting, the aggregate dilution associated with all the
sales does not exceed 0 90 pence per Qrdinary share,
being approximately O 5% of the diluted NAV per
Ordinary share as at 31st March 2010

Authority to disapply pre-emption rights on the sale of Ordinary

shares from Treasury - Special Resolution

© THAT subject to the passing of Resolution 8, the Directors of
the Company be and they are hereby empowered pursuant
to Section 570 of the Act to allot (within the meaning of
Section 560(2) of the Act) equity securities {within the
meaning of Section 560(1) of the Act) wholly for cash as if
Sectron 561(1) of the Act did not apply to any such sale,
provided that this power shall be limited to the allotment
(within the meaning of Section 560(2) of the Act) of equity
securities for cash out of Treasury up to an aggregate
nominal amount of £199 330 representing approximately
5% of the Company’s total Ordinary shares in 1ssue
(including shares held in Treasury}) as at the date of the
passing of this Resolution and shall expire at the conclusion
of the Annual General Meeting of the Company to be held
in 2011, unless renewed at a general meeting prior to such
time, save that the Company may before such expiry make
offers, agreements or arrangernents which would or might
require equity securities to be allocated after such expiry
and so that the Directors of the Company may allot equity
securities in pursuance of such offers, agreements or
arrangements as If the power conferred hereby had not
expired

Adoption of new Articles of Association - Special Resolution
10 THAT

() the Articles of Assocration of the Company be amended
by deleting all the provisions formerly in the Company's
Memorandum of Association which, by virtue of
Section 28 of the Companies Act 2006 are treated as
provisions of the Company’s Articles of Association, and

(n) the Articles of Association produced to the meeting and
intialled by the Chairman of the meeting for the
purpose of iIdentification be adopted as the new Articles
of Association of the Company In substitution for and to
the exclusion of, the existing Arucles of Association

Change of Company Name - Specral Resolution
11 THAT subject to the consent of the Registrar of Comparies
the name of the Company be changed to JPMorgan Japan

Smaller Compantes Trust plc’ %

By order of the Board

Christopher Legg for and on behalf of
JPMorgan Asset Management {UK) Limited,
Secretary

16th June 2010

Notes

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

1 Amember entitled to attend and vote at the Meeting may appoint
another person{s} {(who need not be a member of the Company) te
exerase all or any of his rights to attend speak and vote at the
Meeting A member can apgoint more than one proxy in relation to
the Meeting, provided that each proxy 1s appointed to exercise the
rights attaching to different shares held by him

2 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
Charrman, 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
proxies using the proxy form are set out in the notes to the proxy
form If a votig box on the proxy form s left blank the proxy or
proxies will exercise his/therr discretion both as to how to vote and
whether he/they abstain(s) from voting Your proxy must attend
the Meeting for your vote to count AppPOINUNE a Proxy or proxies
does nat preclude you from attending the Meeting and voting in
person If you attend the Meeting in person your proxy
appoiniment will automatically be terminated

3 Anyinstrument appointing a proxy to be valid, must be lodged in
accordance with the instructions given on the proxy form

4 You may change your proxy instructions by returmng a new proxy

appomiment The deadhne for receipt of proxy appointments also
appliesin refation 1o amended instructions Any attempt (o

JPMorgan Fleming Japanese Smaller Companies Investment Trust plc. Annual Report & Accounts 2010 | 53




Notice of Meeting continued
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terminate or amend a proxy appointment received after the
relevant deadline will be disregarded Where two or more valid
separate appointments of proxy are recewved in respect of the
same share in respect of the same Meeting the one which 15 last
received (regardless of its date or the date of its signature) shall be
treated as replacing and revoking the other orf others as regards
that share, If the Company 1s unable to determine which was last
receved none of them shall be treated as valid in respect of that
share

To be entitled Lo attend and vote at the Meeting (and for the
purpose of the determination by the Company of the number of
vates 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 tme ) If the Meeting is adjourned to a ime
not more than 48 hours after the specified time applicable to the
oniginal Meeting, that time will also apply for the purpose of
determining the entitiement 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 i1s adjourned for
a longer period then to be so entitled members must be entered
on the Company's register of members asat 6 00 p m two
business days prior to the adjourned Meeting or 1f the Company
gives notice of the adjourned Meeting at the ume specifted in that
notice Changes to entries on the register after this ttme shall be
disregarded in determiming the rights of persons to attend or vote
at the Meeting or adjourned Meeting

Entry to the Meeting will be restnicted to shareholders and their
proxy or proxies, with guests admitted only by prior arrangement

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

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

Members that satisfy the thresholds in Section 527 of the
Compamnes Act 2006 can require the Company to publish a
statement on 1ts websiie 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 laid 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 ta raise at the Meeting The
Company cannot require the mermbers requesting the
publication to pay its expenses Any statement placed on the
website must also be sent to the Company s Auditors no later
than the time it makes its statement availlable on the website
The business which may be dealt with at the AGM includes any
statement that the Company has been required to publish on its
website pursuant to this right

Pursuant to Section 3194 of the Companies Act 2006 the Company
must cause to be answered at the AGM any question relating to the
business being dealt wath at the AGM which 1s put by amember
attending the Meeting except in certain circumstances including if
it 15 undesirable in the interests of the Company or the good order
of the Meeting or if it would involve the disclosure of confidential
informatton

Under Sections 338 and 338A of the 2006 Act, members meeting
the threshold requirements in those sections have the night to

11

12

13

14

15

require the Company (1) to give, to members of the Company
entitled to receve notice of the Meeting notice of aresolution
which those members intend te mave (and which may properly be
moved) at the Meeting and/or (1) to include in the business to be
dealt wath at the Meeting any matter (other than a proposed
resolution} which may properly be included in the business at the
Meeting A resclution may properly be moved, or a matter praperly
included in the business uniess (a){in the case of a resclution only)
ntwould if passed be ineffective (whether by reason of any
inconsistency with any enactment or the Company s constitution or
otherwise) (b)it1s defamatory of any person or{c) it is frivolous or
vexatious A request made pursuant to this right may be (n hard
copy or electronic form must identify the resolution of which
notice Is 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 1t and
must be received by the Company not later than the date that 15 six
clear weeks before the Meeting, and (in the case of a matter to be
included in the business anly) must be accompanied by a
statement setting out the grounds for the request

A copy of this notice has been sent for snformation only to persons
who have been nominated by a member to enyoy Information
rights under Section 146 of the Companies Act 2006 (& ‘Nominated
Person’} The rights to appoint a proxy can not be exercised by a
Nominated Person they can only ba exercised by the member
However, a Nominated Person may have a right under an
agreement between im and the member by whom he was
nominated to be appointed as a proxy for the Meetung or to have
someone else so appointed If a Nominated Person does not have
such a night or does not wish to exercise It he may have a right
under such an agreement to give mstructions to the member as to
the exercise of vouing rights

In accordance 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 1If apphicable, any members’ statements
members resolutions or members matters of business received
by the Company after the date of this notice will be available on the
Company's website www Jpmflapanesesmallercompanies co uk

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

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

As at 15 June 2010 (being the latest business day prior to the
publrcauon of this Notice), the Company's issued share capital
consists of 39,866 014 (of which 419 500 are held in Treasury)
Ordinary shares, carrytng one vote each and 7,242,282 Subscription
shares with no voting nghts Therefore the total voting rghts in the
Company are 39446 514

Electronic appointment - CREST members

CREST members who wish to appoint a proxy or proxies by utilising the
CREST electronic proxy appotntment service may do so for the Meeting
and any adjournment(s} thereof by using the pracedures described n
the CREST Manual See further instructions on the proxy form
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Appendix

Explanatory Notes to Resolution 10

The Companies Act 2006 ('the 2006 Act’), which 1s replacing
the Companies Act 1985 (‘the 1985 Act’) has been implemented
in stages but 1s fully in force from 1 October 2009 In addition,
the Shareholders' Rights Regulations which amend certain
provisions of the 2006 Act relating to meetings of the Company
came into force 1n August 2009 Under Resolution 10, the
Company 1s adepting new Articles of Association {'the Articles’)
which will reflect the changes in company law brought about
by the Shareholders’ Rights Regulations and by the provisions
of the 2006 Act which came into effect on or before 1st October
2009 The Articles also include some other modernising and
clanficatory amendments, ncluding where appropriate,
tracking the wording of the new model form articles for public
companies contatned in Schedule 3 to the Companies (Model
Articles) Regulations 2008 (‘the model form articies'), which
are replacing the Table A articles under the 1985 Act on which
many of the Company’s current articles are based Set out
below 1s a summary of the principal changes

1 The Company's objects

The 2006 Act significantly reduces the constitutional
significance of a company’s memorandum The provisions
governing the operations of the Company are currently set out
In both its memorandum of association and its articles of
association Under the 2006 Act, the memorandum no longer
contains an objects clause and simply records the names of the
subscribers and the number of shares which each subscriber
agreed to take in the Company Under section 28 of the 2006
Act, the objects clause and all other provistons in the
memorandum are treated as part of the articles with effect
from 1st Octoher 2009 but the Company can remove these
provisions by special resclution Unless the articles provide
otherwise, the Company’s objects will be unrestricted The
Company I1s proposing to remove 1ts objects clause together
with all other provisions of its memorandum which, by virtue of
the 2006 Act, are treated as forming part of the Company’s
artictes of assocration as of 1 October 2009 Resolution 10
confirms the removal of these provistons and adopts the new
Articles

2 Limited lability (Article 3)

uUnder the 2006 Act the memorandum of assoCiation also no
longer contans a clause stating that the rabihty of the
members of a company 1s hmited For existing compantes, this
statemnent 1s automatically treated as having moved into the
articles on 1st October 2009 As noted in paragraph 1 above,
Resolution 10 confirms the removal. from the Company’s
articles of association, of the provisions of the Company’s
memorandum of association which are treated as forming part
of the Company's articles of association by virtue of section 28
of the 2006 Act, which includes the statement of hmited

liability an explicit statement of the members’ mited hability
1s therefore included in the new Articles

3 Authorised share capital and unissued shares

The 2006 Act abolishes the concept of authorised share capital
and under the 2006 Act, the memorandum of association no
longer contains a statement of the Company’s authorised share
capital For existing companies, this statement 1s deemed to be
aprovision of the Company's articles of association setting out
the maximum amount of shares that may be allotted by the
Company The adoption of the new Articles by the Company
will have the effect of removing this provision relating to the
maximum amount Oirectors will still need to obtain the usual
shareholders’ authonsation in order to allot shares, except in
respect of employee share schemes

References to authorised share capital and to unissued shares
have therefore been removed from the new Articles

4 Redeemable shares (Article 5)

under the 2006 Act, the articles of association need not include
the terms on which redeemable shares may be redeemed The
directors may determine the terms, conditions and manner of
redemption of redeemable shares provided they are
authorised to do so by the articles The new Articles contain
such authornisation

5 Share certificates (Article 12)

The new Articles contain new provisions for the 1ssue of
consolidated share certificates, in line with the model form
articles

6 Transfer of shares (Articles 30 and 31)

The provision which gave the ability to suspend the registration
of transfers of shares for periods not exceeding 30 days in any
one year has been removed from the new Arucles as there s
no atility under the 2006 Act to close the register

7 Authority to purchase own shares, consolidate and sub-divide
shares, and reduce share capital (Article 45)
Under the 1985 Act a company required specific autherisations
n its articles of association to purchase its own shares, to
consolidate or sub-divide its shares and to reduce its share
capital Under the 2006 Act, public companies do not require
specific authonisations in their articles of association to
undertake these actions but shareholder authority 1s still
required Amendments have been made to the new Articles to
reflect these changes

8 Particpation in meetings at different places and by electronic
means {Article 56)

Amendments made to the 2006 Act by the Shareholders’

Rights Regutations specifically provide for the holding and

conducting of electronic meetings The new Articles include

amendments to provide greater scope for members to
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Appendix continued

participate in meetings of the Company even if they are not
present in person at the principal place where the meeting 1s
being held The amendments allow for members to participate
not only by attendance at satellite meeting locations, but also
by any other electronic means of participation

9 Adjournments (Article 58)

The Shareholders’ Rights Regulations add a provision to the
2006 Act which requires that, when a general meeting is
adjourned due to lack of quorum, at least ten days' notice must
be given to reconvene the meeting The new Articles include
amendments to the provisions deahing with notice of adjourned
meetings to make them consistent with this new requirement

10 Removal of chairman's casting vote

Pursuant to changes brought about by the Shareholders’
Rights Regulations, a traded company 1s no longer permitted o
allow the chairman to have a casting vote in the event of an
equality of votes Accordingly, this provision has been removed
In the new Articles

11 Voting rights (Article 67)

The Shareholders’ Rights Regulations clarify the various
powers of proxies and representatives of corporate members
in respect of resolutions taken on a show of hands Where a
proxy has been duly appointed by one member, he has one
vote on a show of hands untess he has been appointed by more
than one member in which case the proxy has one vote forand
one vote against if the proxy has been appointed by more than
one member to vote for the resolution and by more than one
member to vote against the resolution Where a corporate
member appoints representatives to attend meetings on its
behalf, each representative duly appointed by a corporate
member has one vote on a show of hands The new Articles
contamn provisions which clartty these nghts and also clanfy
how the provistons giving a proxy a second vote on a show of
hands should apply to discretionary powers

12 voting record date (Article 68)

The new Articles include a new provision which was not
previously in the Company’s articles of association, dealing
with the method for determiming which persons are allowed to
attend or vote at a general meeting of the Company and how
many votes each person may cast Under this new provision,
when conventng a meeting the Company may specify a time,
not more than 48 hours before the time of the meeting
(excluding any part of a day that s not a working day), by which
a person must be entered on the register of members in order
to have the right to attend or vote at the meeting This new
provision is in line with a requirement for isted companies
introduced by the Shareholders’ Rights Regulations

13 validity of votes (Article 72)

Following the implementation of the Shargholders’ Rights
Regulations proxies are expressly required to vote in
accordance with instructions given to them by members The
new Articles contain a provision stating that the Company 15
not required to enquire whether a proxy or corporate
representative has voted in accordance with instructions given
to hum and that votes cast by a proxy of corporate
representative will be vahd even if he has not voted In
accordance with his instructions

14 Termination of proxy authority (Article 78)

Article 78 provides that the terrination of a proxy’s authority
should be in writing as this is required by the Shareholders’
Rights Regulations

15 Corporate representatives (Article 80)

The new Articles provide that the Company can require a
corporate representative to produce a certified copy of the
resolution appointing him before permitting him to exercise his
pOwWers

16 Retirement of directors by rotation (Articles 86 and 87)

The new Articles have been redrafted in order to make this
provision clearer and to ensure {as far as possible) a regular
number of retinng directors each year, with the number to
retire being the number nearest to one-third of the board
excluding those directors who are retiring and seeking
re-election for other reasons Article 86 continues to comply
with Combined Code provision A 71 which recommends that
all directors should be subject to re-election at intervals of no
more than three years Article 87 requires any non-executive
director who has held office for mne years or more to put
himself up for re-election at each annual general meeting
This 1s in line with Combined Code provision A 72

17 Alternate directors (Articles 93, 95 and 97}

Articie 93 now clarifies that an alternative director 1s entitled to
be patd expenses (but not directors’ fees) Article 9515 a new
provision which effectively applies the provisions of Article 91,
regarding removal of directors to alternate directors Article
97(c) makes it clear that an alternate 1s subject to the same
restrictions as the director who appointed him

18 Borrowing powers (Article 99)
A number of presentational and descriptive amendments have
been made to the borrowing powers provision

() Article 99{1)(a) - a reference has been added to amounts
‘credited as pard up’ on share capital to clarify that these
should be included as well as amounts actually paid up
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(1} Article 99(1)(b) - this has been amended to refer to total of
‘any credit balance on the distnibutable and undistributable
reserves of the Group', to clarify that all reserves of the
Group will be relevant for the calculation and to reflect the
language used by those preparing the accounts The
reference to “including share premium account, capital
redemption reserve and credit balance on the profit and
loss account reserve™ has therefore been deleted

(m} Article 99(1) - the last paragraph has been amended to
allow the company also to adjust for variations in its capital
redemption reserve since the balance sheet date as the
directors may reasonably consider to be appropnate

(™) Articles 99(1)a) and 99(3)(e) - additional wording has been
ncluded to clarfy how any preference shares that might be
1ssued should be treated for the purposes of the borrowing
powers Under IFRS and UK GAAP preference shares are
now treated as a debt on a company’s balance sheet, rather
than equity The additional wording included in
Articles 99{1)a) and 99(3)te) reflects this accounting
treatment The effect of this wording is to exclude the
amount of any preference share capttal from the
calculation of the Company's share capital and reserves and
to include such amount in the calculation of the Company’s
borrowings

19 Delegation to persons or committees (Article 100}

Article 100 follows the new, simplified approach to delegation
adopted in the model form articles, allowing the directors to
delegate as they decide appropriate

20 Drrectors’ appointments, interests and conflicts of interest
{(Article 105)
Article 105, which s the provision for dealing with conflicts in
our current articles, allowing directors to be interested in
transacnhens and to be an officer of aremployed by or
interested in a body corporate in which the company 1s
interested provided that he has disclosed his interest in
accordance with the articles and the provisions of the Acts, has
been amended so that it contains provisions relating to
confidential information, attendance at board meetings and
availability of board papers to protect a director from being in
breach of duty if a conflict of interest or potential conflict of
interest arises These provistons will only apply where the
positicn giving nse to the potential confiict falls within the
situations covered by Article 105

21 Procedures regarding board meetings & resolution in writing
(Articles 107 & 110)

The prowvisions of Article 107 have been amended to make it

clear that notice of a Board meeting may be given personally,

by telephone, in hard copy or in electronic form The
requirements for giving notice to directors who are not in the
United Kingdom have also been clanfied In order to clanfy the
procedure for written resolutions of directors, Article 110 has
been amended so that, rather than referring to a resolution n
writing by all directors, a resolution in writing will be vahd and
effectual as if it had been passed at a meeting if executed by all
the directors entitled to receive notice of the meeting and who
would have been entitled to vote (and whose vote would have
been counted) on a resolution at a meeting

22 Quorum (Article 111)

The proposed amendment to Article 111, which deals with the
quorum requirernent for board meetings, clarifies that a
director cannot count in the querum for a matter or resolution
on which he i1s not entitled to vote {or when his vote cannot be
counted) but he may count in the quorum for the other matters
or resolutions to be considered or voted on at the meeting

23 Permitted mterests and voting (Article 112)

Article 112 has been amended to allow a director lo vote on a
resolution whech relates to giving him an indemnity or funding
for expenditure incurred in defending proceedings provided all
the other directors have been given or are to be given
arrangements on substantiaily the same terms This exception
has become a common exception for hsted companies to
include

24 Notice when post not available (Article 132)

Article 132 1s the article covering service of notice in the event
of a postal strike It has been amended to allow the Company in
such circumstances to serve notices only on those members
who receive notices via electronic means, provided that, as
before, the Company also puts an advert in two national
newspapers and sends a confirmatory hard copy notice if the
postal service 1s avalable again within seven days of the
meeting

25 The seal (Artictes 141 and 142)

Article 141 provides an alternative option (in the absence of
specific instructions from the Directors) for documents {other
than share certificates) to which the seal 1s affixed to be signed
by one authorised person in the presence of a witness, in
addition to either two directors or a director the secretary

26 Change of name (Article 144)

Under the Companies Act 1985, a company could only change
its name by special resolution Under the Companies Act 2006
a company is able to change its name by other means provided
for by its articles To take advantage of this provision, the new
Articles enable the Directors to pass a resolutron to change the
Company’s name
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Detalls of Subscription Shares

On 5th March 2009 the Company 1ssued Subscription shares as
a bonus issue to the Ordinary shareholders on the basis of one
Subscription share for every five Ordinary shares held Each
Subscription share conferred the night (but not the abhigation)
to subscribe for one Ordinary share on any business day during
the period from Ist April 2009 to 3ist March 2014 after which
the rights on the Subscription shares will lapse

For the purposes of UK taxation, the 1ssue of Subscription
shares s treated as a reorganisation of the Company's share
capital Whereas such reorganisations do not trigger a
chargeable disposal for the purposes of the taxation of capital
gains, they do require shareholders to reallocate the base costs
of their Ordinary shares between Ordinary shares and
Subscription shares receved

Al the close of business on 5th March 2009 the middle market
prices of the Company's Ordinary shares and Subscription
shares were as follows

Ordinary shares 101 75p
Subscription shares 7p

Accordingly an indwidual investor who on 5th March 2009 held
five Ordinary shares (or a multple thereof) would have
received a bonus I1ssue of one Subscription share (or the
relevant multiple thereof) and would apportion the base cost of
such holding 98 64% to the five Ordinary shares and 1 36% to
the Subscription shares

Future exercise prices of the Subscription shares have been
determined as follows

If exeraised between 15t April 2010 and 31st March 2012 -
147 pence

If exercised between 1st April 2010 and 31st March 2014 -
174 pence

Notice of the exercise of the Subscription share rights may

be given at any time from Lst Apnl 2009 unti 31st March
2014 and the Crdinary shares ansing on conversion will be
1ssued within ten business days of the first business day of the
calendar month following the month 1n which the relevant
notices are received by the registrars For further details on
how to exercise the Subscription share rights please refer to
the Company's website at

www pmfjapanesesmallercompantes co uk or contact the
Secretary on 020 7742 6000
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Glossary of Terms and Definitions

Unit Return to Shareholders

Total return to the ‘Unit” holder on a mid-market price to
rid-market price basis, assuming that all dvidends receved
were reinvested, without fransaction costs, into Units at the
time the shares were quoted ex-dividend

A Unit comprises 5 Ordinary shares and 1 Subscription share

Return to Ordinary Shareholders

Total return to the Ordinary shareholder on a mid-market price
to mid-market price basis, assuming that all dividends received
were remnvested, without transaction costs, in the Grdinary
shares of the Company at the time the shares were quoted
ex-dividend

Diluted Net Asset Value ("NAV") per Ordinary Share

The diluted NAY per Ordinary share assuming that all
outstanding dilutive Subscription shares were converted into
Ordinary shares at the year end and all shares held in Treasury
at the year end were reissued in accordance with the Board's
policy on the reissuance of Treasury shares

Undiluted Return on Net Assets

Return on the undiluted NAV per share, on a bid value to bid
value basis, assuming that all dwidends paid out by the
Company were reinvested in the shares of the Company at the
undiluted NAV per share at the time the shares were quoted
ex-dividend

Diluted Return on Net Assets

Return on the diluted NAV, on a bid value to bid value basis,
assuming that all dwvidends paid out by the Company were
reinvested in the shares of the Company at the diluted NAV per
share at the time the shares were quoted ex-dividend

Benchmark Return

Total return on the benchmark, on a rid-market value to
mid-market value basis, assuming that all dividends received
were reinvested in the shares of the underlying compames at
the time the shares were quoted ex-dmidend

The benchmark 1s 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 follow or ‘track this index and consequently, there may be
some divergence between the Company’s performance and
that of the benchmark

Actual Gearing Factor

Investments 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 fees and all other operating expenses excluding
Interest, expressed as a percentage of the average of the
opening and closing net assets

Share Price Discount to Diluted NAV per Ordinary Share

If the share price of an investment company 15 lower than the
NAV per share, the shares are said to be trading at a discount
The discount 1s shown as a percentage of the NAV The
opposite of a discount s a premium It 1s more common for an
investment company's shares to trade at a discount than ata
premium

(LossYReturn per Ordinary Share - Diluted

The diluted (loss)/return per Ordinary share represents the
(loss)/return on ordinary activities after taxation divided by
weighted average number of Ordinary shares in issue during
the year as adjusted in accordance with the requirements of
Financial Reporting Standard 22 ‘Earnings per share’

(Loss¥Return per Ordinary Share - Undiluted

The undiluted (loss)/return per Ordinary share represents the
({loss}/return on ordinary activities after taxation divided by the
weighted average number of Ordinary shares in 1ssue during
the year
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Performance Attnbution
Analysis of how the Company achieved its recorded
performance relative to its benchmark

Performance Attnibution Defimitions:

Sector Allocation

Measures the impact of allocating assets differently from those
in the benchmark, via the portfolio s werghting in different
countries, sectors or asset types

Stock Selection

Measures the effect of Investing in secunties to a greater or
lesser extent than their weighting in the benchmark or of
investing in securities outside the benchmark

Geanng/Cash

Measures the impact on returns of borrowings or cash
balances 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

Subscription Share Dilution Effect

Measures the dilutive effect of the potential conversion of all
outstanding Subscription shares at the year end
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Information about the Company

Financial Calendar

Financial year end

Final results announced

Half year end

Half year results announced

Interim Management Statements announced
Subscription shares exercise dates

Annual General Meeting

31st March

June

30th September

November

July and January

1st April 2010 to 31st March 2014
July/August

History

The Company and its predecessor JF Fledgeling Japan Limited, have
been mvesting in Japanese smaller companies since 1984 In early
2000 JF Fledgeling Japan Limited was placed into voluntary
houidation and JPMorgan Flermng Japanese Smaller Companies
Investment Trust plc was incorporated and took over its assets and
undertakings Dealings in the new Company began on the London
Stock Exchange on 11th April 2000

Company Numbers
Company registration number 3916716

Ordinary Shares

London Stock Exchange Sedol number 0316581
ISIN GBOO03165817

Bloomberg code JPS LN

Subscription Shares

London Stock Exchange Sedol number B3Q70L7
ISIN GBOOB3Q70L73

Bloomberg code PSS

Market information

The Company s net asset vatue ('NAV )15 published daily via the
London Stock Exchange The Company's Ordinary shares are hsted on
the London Stock Exchange and are quoted daily in the Frnancial
Times. The Times The Daily Telegraph, The Scotsman The
Independent and on the ) P Morgan website at

www |pmfjapanesesmallercompanies co uk, where the Ordinary sharg
price 15 updated every fifteen minutes during trading hours

The Company’s Subscription share price is hsted on the London Stock
Exchange and quoted daily in the Financial Times and onthe J P
Morgan website at www Jpmfjapanesesmallercompanies ¢o uk, where
the subscription share prnice 15 updated every fifteen minutes during
trading hours

Website
www |pmfjapanesesmallercompanies co uk

Share Transactions

The Company’s shares may be dealt in directly through a stockbroker or
professional adwiser acting on an investor's behalf They may also be
purchased and held through the 1 P Morgan Investment Account, ) P
Morgan 154 and | P Morgan SIPP These products are all available on the
online wealth manager service ) P Morgan WealthManager+ availabte at
www jpmorganwealthmanagerplus co uk

Manager
JF Asset Management Limited

Secretary
JPMorgan Asset Management (UK) Limited

company's Registered Office
Finsbury Dials

20 Finsbury Street

London EC2Y 9AQ
Telephone 020 7742 6000

For company secretarial and administrative matters please contact
Chnstopher Legg

Registrars

Equinitl

Reference 2093

Aspect House

Spencer Road

Lancing

west Sussex BN9G 6DA
Telephone 0871 384 2539

Calls to this number cost 8p per minute from a BT landhine Cther
providers’ costs may vary Lines open 8 30 a m to 530 pm, Monday to
Friday The overseas helpline number is +44 (0)121 415 7047

Notifications of changes of address and enquines regarding share
certificates or dividend cheques should be made in writing to the
Registrar quoting reference 2093 Registered shareholders can obtan
further details on individual holdings on the internet by visiting

www shareview co uk

Auditors

Deloitte LLP
stonecutter Court

1 Stonecutter Street
London ECAA 4TR

Brokers

Collins Stewart Eurape Limited
88 Wood Street

London EC2V 7QR

Savings Product Administrators

For queries on the ) P Morgan Investment Account J P Morgan 154
and | P Morgan SIPP see contact details on the back cover of this
report
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JPMorgan Helpline
Freephone 0800 20 40 20 or +44 {0)20 7742 9995

Your telephone call may be recorded for your security

www.pmfjapanesesmalfercompanies co uk




