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The EU Alternative Investment Fund Managers Directive requires certain information to be made
avallable to investors pnor to their making an investment in the Company The Company's
Invastor Disclosure Document 1s avallable for viewing at www pacifichonzon co uk

Notes

None of the views expressed in this document should be construed as advice to buy or sell a particular investment

Investment trusts are UK public listed companies and as such comply with the requirements of the UK Listing
Authonity They are not authorised or regulated by the Financial Conduct Authority

Pacific Horlzon Investment Trust PLC currently conducts its affairs, and Intends to continue to conduct its affairs, so
that the Company's Ordinary Shares can qualify to be considered as a manstream investment product and can be
recommended by Independent Financial Advisers to ordinary retall investors in accordance with the rules of the
Financial Conduct Authority in relation to non-mainstream investment products

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take you should consuit your stockbroker, bank manager, solicitor,
accountant or other independent financial adviser authorised under the Financial Services and Markets Act 2000 if
you are in the United Kingdom or, i not, from another appropriately authonsed financial adviser

If you have sold or otherwise transterred all of your ordinary shares in Pacific Horizon Investment Trust PLC, please

forward this document, together with any accompanying documents, as soon &s possible to the purchaser or
transferee, or to the stockbroker, bank or other agent through whom the sale or transfer was or is being effected for

defivery to the purchaser or transteree



Company Summary

Company Summary

I Pacific Horizon's objective I1s to invest In the Asia-Pacific region (excluding Japan) and in
the Indian Sub-continent In order to achieve capital growth.

Investment Policy

The Company 1s prepared to move freely between the markets of
the region as opportunities for growth vary The portfolio will
normally consist entirely of quoted secunities

Further details of the Company’s Investment policy are given in
the Business Review on page 6

Comparative Index
The pnncipal Index against which performance 1s measured 1s the
MSCI All Country Asia ex Japan Index (in sterling terms)

Management Details

The Comparny has apponted Ballie Gifford & Co Limited, a wholly
owned subsidiary of Balhe Gifford & Co, as its Alternative
Investment Fund Manager and Company Secretarnes Balllie
Gifford & Co Limited has delegated portfolio management
services to Baille Gifford & Cc The Managers may terminate the
Management Agreement on $ix months’ notice and the Company
may terminate on three menths’ notice

Management Fee

The annual management fee payable s 0 95% on the first £50m
of net assets and 0 65% on the balance Management fees are
calculated on a quarterly basis

Capital Structure

At the year end the Company's share capita! consisted of
63,288,853 ordinary shares of 10p each which are 1ssued and
fully paid The Campany currently has powers to buy back a
imited number of its own ordinary shares for cancellation at a
discount to net asset value per share (NAV) as well as to 1ssue
shares at a premium to NAV The Company has also obtained
shareholder approval to implement, at the Board’s discretion, a
bi-annual tender offer At the forthcoming Annual General
Meeting, the Directors are seeking to renew these authoriies
Further information 1s given on pages 18 and 19

Savings Vehicles
Pacific Honzon shares can be held through a vanety of savngs
vehicles (see page 45)

AlC
The Company I1s a member of the Association of Investment
Companies

Duration of the Company

Shareholders are gven the opportunity to vote on the continuation
of the Company every five years The next vote will be at the
Annual General Meeting of the Company to be held in 2016

Pacific Horzon Investment Trust PLC 01



Strategic Report

Strategic Report

This Strategic Report, which includes pages 2 to 15 and incorporates the Chairman’s
Statement, has been prepared in accordance with the Companies Act 2006

Chairman’s Statement

Performance Subject to recenmng the necessary shareholder approval at the

in the year to 31 July 2015, the Company’s net asset value per forthcoming Annual General Meeting (AGM), the Board intends to
share {NAV) fell 1 6%, during the same period the Compariy's renew Its authonty to implement bi-annual 5% tender offers, on
comparative index, the MSCI All Country Asia ex Japan Index, the same terms as approved at the 2014 AGM, for the six month
decreased 0 9% in stering terms The share price Increased by periods to 31 January 2016 and 31 July 2016 Shareholders

should note that these tender offers will, however, remain at the
discretion of the Board and will be subject to prevailing market
conditions, so thay should place no expectation on these tender
offers being implemented as a matter of course If such a tender
offer 1s implsmented, a separate circular and tander form will be
sent to shareholders which will set out the full terms and
conditions of the tender offer and the procedure for tendering
shares At the forthcoming AGM, the Board will also be asking
shareholders to renew the mandate to repurchase up to 14 99%
The Managers' Review on pages 8 to 10 provides a more detaled of the outstanding shares Further details on both resolutions are
review of the Company’s parformance along with comment on the set out In the Directors' Report on pages 18 and 19

various markets in which the Company invests

2 2% and the discount narrowed from 11 5% 1o 8 2%

For much of the financial year the Company was in a position to
report positive absolute returns It 1s, however, frustrating to note
that weak performance at the end of July, which is the last month
of the financial year, resulted in an overall annual loss for the
portfolio The Company’s NAV performance was hit particularly
hard by falls in the Chinese market in the last ten days of the
month

Gearing
Rev?tnufs earnings tpelr share dlzcreased from 1 i%p té)oO ((315p ,asa In May 2015 the Company increased its potential exposure to
result of moving Inta lower yieicing companies 1he Board 1S equities through the uss of additional borrowings The

recommending that a final dmdend of 0 35p (2014 - 1 40p) US$7,000,000 drawings with The Bank of New York Mellon were
should be paid The ongoing charges incurred by the Gompany reapaid and the Company entered into a new credit facility with

were 102% (2014 - 1 01%) The Roval Bank of Scotland Plc under which £10,500,000 and
Share Buy-backs and Discount LUS$5,456,850 was drawn down At the year end, net gearnng
The Company obtained shareholder authority to implement was equal to 8% (2014 29%) of shareholders’ funds Some of the
bri-annual tender offers for up to 5% of the Company's shares at a geanng was used to invest n a basket of Karean biotech stocks

"29% discount to NAV, less costs, at the Board's discretion in the Annual General Meeting

event that the discount averaged more than 9% dunng the six This year's AGM will take place on 6 November 2015 at the
month periods to 31 January and 31 July 2014 and 2015 Over offices of Baille Gifford & Co in Edinburgh at 10 45am The

g:r:'x r:o,nth penodc;o 31 J"t‘”y 2011?) Z’;Z 31 ngr;:;ry 2015:“: Managers will make a presentation and, along with the Directors,
pany’s average discount was an o reSpeciively will answer any questions from shareholders | hope to see as
and consequently the Board made the decision to implement many of you as possible there

tender offers in October 2014 and April 2015 The Company's

average discount for the six month period to 31 July 2015 was Outlook

9 6% and it has again been decided to implement a further 5% Asian markets have been extremely volatile over the last year and
tender offer, applicable to shareholders on the register on 11 continue to be so This 1s despite some encouraging signs of
August 2015 Detalls of how to tender your shares in respect of growth from Spec;ﬁc companies and selected sectors The

this 6% tender offer are contained within the Circular Chinese market moved up sharply in the early part of the year and
accompanying this Report then fell just as rapidly, this had a negative impact on Hong
Through tender offers implemented in respect of the six months Kong's Hang Seng index where a number cf companies in the

to 31 July 2014 and 31 January 2015, the Company bought back ~ Portfolio are listed The Gompany's other major exposure IS to the
a total of 6,837,299 ordinary shares, representing 9 75% of the Korean market where some of the gains were eroded by the

Issued share capital as at 31 July 2014, at a cost of £14,336,000 weakness of the currency The Indian investments continue to
make progress, albeit more modest than in the previous year

Notwithstanding the recent and continuing volatiity, the Directors
continue to believe that these markets, and in particular the

In addition to the bi-annual tender offers, the Company has
authonty to buy back up to 14 99% of its shares on an ad hoc

basis The Board uses this authonty opportunistically, taking into
nformation technol stocks held wathin th ffer the potential
account not only the leve! of the discount but also the underlying ! ! o9y eic within them, otier poients

hquidity and trading volumes in the Company’s shares This for good retums

approach allows the Board to seek to address any mbalance / | PX
betwsen the supply and demand for the Company's shares that Jean Matterson \/ %LL"\

results in a large discount to NAV, the Board 1s also mindful that Chaiman
current and potential shareholders require ongoing hquidity 21 September 2015

Past performance ts not a guide to future performance
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Strategic Report

I
I
One Year Summary
]
]

31 July 31 July
2015 2014 % change
Total assets* £139 2m £145 1m
Borrowing £14 Om £4 1m
Sharsholders’ funds £1252m £140 9m
I Net asset value per ordinary share (NAV) 197 78p 200 95p {16)
Share price 181 83p 177 75p 22
I MSCI All Country Asia ex Japan Index (in sterling terms) 3513 3546 {09}
Dwvidend proposed per ordinary share in respect of the financiat year 035p 14Cp (75 0}
Revenue earnings per ordinary share 035p 140p (75 0}
I Ongoing charges 102% 13%
Discount B2% 115%
l Active sharet 88% 77%
Year to 31 July 2015 2015 2014 2014
Year's high and low High Low High Low
Share price 213 25p 173 00p 182 50p 147 50p
Net assst value 234 02p 193 86p 202 58p 171 82p
I Discount 6 3% 126% 6 8% 15 0%
31 July 31 July
2015 2014
l Net return per ordinary share
Revenue return 035p 140p
l Capital return (0 99p) 18 32p
Total return (0 64p) 1972p

* Total assets less current kabiities, before deduction of borrowings

l 1See Glossary on page 52

One Year Performance
' {figures rebased to 100 at 31 July 2014)

Past performance 1s not a guide to future performance
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Strategic Report

Five Year Summary

The following charts indicate how Pacific Horizon has performed relative to its comparative
Index” and the relationship between share price and net asset value over the five year
period to 31 July 2015

5 Year Total Return Performance Annual Share Price Total Return and
Share Price, Net Asset Value and Index NAV Total Return
{figures rebased to 100 at 31 July 2010)

Discount to Net Asset Value Relative Annual Share Price Total Return and

{figures plotted on a monthly bas:s) NAV Total Return
(compared to the MSCI All Country Far East ex Japan Index total

_ return {in sterling terms) for the year to 31 July 2011_and_compared to_
the MSCI All Country Asia ex Japan Index for the years 2012 to 2015)

*On 1 August 2011 the Company changed Its comparative index from the MSCI All Country Far East ex Japan Index (in steding terms) to the MSCI All Country Asta ex Japan
Index (in stering terms) For the purposes of the above graphs the returns on both comparative indices for thar respective penods have been linked to form a smgle
comparaive index

Past perforrmance ts not a gude to future performance
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Strategic Report

Ten Year Record

I Capital

Total Bank Shareholders’ Net asset value Share Premium/

At assets* loans funds per share pnce {discount) t

l 31 July £000 £'000 £:000 p p %
2005 67,374 - 67,374 88 08 85 50 29)
2006 88,971 7,581 81,380 106 41 10125 48
2007 130,077 - 130,077 166 90 17175 29
2008 105,168 - 105,188 134 34 12925 38
2000 105,851 - 105,851 13521 124 75 77
2010 127,939 - 127,938 163 42 146 00 {107)
2011 137,350 - 137,350 178 63 165 00 (7 6)
2012 129,097 - 129,097 1721 149 50 (131)
2013 134,638 - 134,638 182 MM 15675 (139)
2014 145,063 4,146 140,017 200 95 17775 {11 5)
2015 139,167 13,997 125170 197 78 181 63 (8.2)

" Total assets comprise total assets less current liabiities and deferrad tax, before deduction of bank loans
T Premum/(discount) 1s the difference between Pacific Horizon's quoted share pnce and its underiying net asset value expressed as a percentage of net asset valus

l Revenue Gearning Ratios
Available Revenue Dividend per
Gross for ordinary earnings per ordinary share Ongoing Potential
Year to revenue shareholders ordinary share # net charges Geanng 1 geanng §
I 31 July £'000 £000 P p % % %
2005 2,384 1,123 147 110 132 Mm -
2008 2,887 1,160 151 110 132 6 g
l 2007 3,031 1,124 145 110 126 M -
2008 3,602 1,491 191 130 i21 (5) -
2009 3,579 1,915 244 180 131 2 -
2010 2,999 1,285 i85 130 124 @) -
2011 3,441 1,546 198 180 122 (1) -
2012 3,234 1,491 197 180 126 ) -
2013 2,967 1,242 166 150 115 (1) -
2014 2,550 1,019 140 140 101 2 3
2015 1,886 231 035 035 102 8 1"
—— W ¢ The calcilation 6f earmings per share 1s based on the net revenue fom ordinary acimitres after taxation and the weighted average number of ordinary shares
(see note 8, page 36)
1 Total operating costs dvded by average net asset value fwith debt at far value)
l % Total assets (including all debt used for INvestment purposes) less all cash and cash equivalents dwded by shareholders’ funds
§ Total assets (ncluding all debt used for Investment purposes) drided by shareholders funds
' Cumulative Performance (taking 2005 as 100)
Comparative
Comparative index™ Revenue
Net asset Net asset Index ™ {in sterling earnings per Retal
I At value vatue total Share Share pnce (in stering terms) ordinary pnce
31 July per share retum pnce * total return * terms} total return share index ~
2005 100 i00 100 100 100 100 100 100
2008 121 i22 118 120 107 110 103 103
l 2007 i8s i95 201 206 147 156 a9 108
2008 153 157 151 165 129 140 130 112
2008 153 159 148 152 139 157 166 111
2010 186 196 71 181 164 188 112 116
2011 203 216 193 208 186 220 135 123
2012 195 210 175 189 167 203 134 128
2013 207 224 183 200 182 228 113 130
2014 228 250 208 229 190 243 95 133
2015 225 249 212 235 188 247 24 135
Compound annual returns
5 year 39% 4 9% 4 5% 54% 28% 56% (26 5%) 30%
10 year 84% 3 5% 7 8% 89% 65% 95% (13 4%) 30%

* Source Thomson Reuters Datastream
"™ On 1 August 2011 the Company changed its comparative index from the MSC! All Country Far East ex Japan Index {n stering terms) to the MSCI Al Country Asia ex Japan
Index (in sterling terms} For the purposes of the above tables the retums on both comparative indices for therr respective pencds have been knked to torm a sngle

l comparatrve index
Past performance 1s not a guide to future performance
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Strategic Report

Business Review

Business Model

Business and Status

The Company Is an investment company within the meaning of
Section 833 of the Companies Act 2006 and cames on business
as an mvestment trust Investment trusts are UK public histed
companies and their shares are traded on the London Stock
Exchange They invest in a portfolio of assets in order to spread
nsk The Company has a fixed share capital although, subject to
shareholder approval, sought annually, it may purchase its own
shares or issus shares and the Company has obtained
shareholders’ approval to implement, at the Board’s discretion,
bi-annual tender offers for up ta 5% of the Company’s shares in
respect of the periods 31 January and 31 July 2014 and 2015
The pnce of shares 1s determined, like other listed shares, by
supply and demand

The Company has been approved as an investment trust by HM
Revenue & Customs subject to the Company continuing to meet
the eligibiity conditions The Directors are of the opimion that the
Company has continued to conduct ts affars so as to enable it to
comply wiath the ongoing requirements of Section 1158 of the
Corporation Tax Act 2010

The Company 1s an Alternative Investment Fund (AIF) for the
purposes of the EU Aiternative Investment Fund Managers
Directive (AIFMD)

Investment Objective

The Company’s objective 1$ to invest In the Asia-Pacific region

(excluding Japan) and in the Indian Sub-continent in order to

achieve capital growth The Company I1s prepared to move freely

between the markets of the region as opportunities for growth

vary The portfolio will normally consist entirety of quoted
__secuntes . - — -

Investment Policy

Pacific Horizon aims to achieve capital growth principally through
investment in companies listed on the stock markets of the
Asia-Pacific region (excluding Japan) and the Indian Sub-
continent The Company may alse invest In companies based in
the region and in mvestment funds specialising N the region or
particular countries or sectors within it even If they are listed
elsewhere The maximum permitted investment in ocne company
15 15% of gross assets

The portlchio contains companies which the Managers have
identified as offering the potential for long term capital
appreciation, irrespective of whether they compnse part of any
index The portfolio 1s actively managed and will normally consist
entirely of quoted equity secunties although unlisted companies,
fixed interest holdings or other non equity Investments, may be
held The Company I1s also permitted to invest in other pooled
vehicles (general, country and sector specific) that invest in the
markets of the region

06 Annual Report 2015

In constructing the equrty portfolio a spread of nsk Is created

through diversification and the portfolio will typically consist of ,
between 40 and 120 holdings Although sector concentration and
the thematic charactenstics of the portfolio are carefully
monitored, no maximum mits to stock or sector weights have
been set by the Board except as imposed from time to time by
banking covenants on borrowings

The Company may use denvatives which will be pnincipally, but
not exclusively, for the purpose of reducing, transfernng or
elminating investment nsk in its mvestments These typically take
the form of index futures, Index options and currency forward
transactions

The Company has a maximum approved equity gearing level of
50% of shareholders’ funds but, in the absence of exceptional
market conditions, equity geanng i1s typically less than 25% of
shareholders' funds Borrowings are invested In securities when it
Is considered that investment opportunities ment the Company
taking a geared position The Company is also permitied to be
less than fully nvested Cash and equity geanng levels, and the
extent of geanng, are discussed by the Board and Managers at
every Board meeting

Performance

At each Board meeting, the Directors constder a number of
performance measures to assess the Company's success in
achieving its objectives

Key Performance Indicators

The key performance indicators (KPls) used to measure the
progress and performance of the Company over time are
established industry measures and are as follows

— the movement in net asset value per ordinary.share,.- - -~ - — -
— the movement In the share price,

— the premium/{discount) of the share price to the net asset
value per share,

— the movement in the comparative index (MSCI All Country
Asla ex Japan Index (in sterling terms)), and

— the ongoing charges

The one, five and ten year records for the KPIs can be found on
pages 3, 4 and 5 respectively

Borrowings

The Company has a £20 milkion one year, uncommitted,
unsecured revolving credit faciity with The Bank of New York
Mellon and a one year £14 millilon unsecured mulli-currency
revolving credit facility with The Royal Bank of Scotland Plc At
31 July 2015 there were outstanding drawings of £10,500,000
and US%$5,456,850 (£3,497,000) under The Royal Bank of
Scotland facility (2014 - US$7,000,000 (£4,146,000) under The
Bank of New York Mellon faciity)



Principal Risks

l As explained on pages 21 and 22 there 1s an ongoing process for
identifying, evaluating and managing the nsks faced by the

l Company The pnncipal nsks associated with the Company are as
follows

Financial Risk — the Company’s assets consist mainly of listed

secunties and its pnncipal nsks are therefore market related and

include market nsk (compnsing currency ngk, interast rate nsk and

other pnce ngk), iguidity nsk and credit nsk An explanahon of

those nsks and how they are managed are contained in note 18

I to the Financial Statements on pages 40 to 44

Regulatory Risk — falure to comply with applicable legal and
regulatory requirements such as the tax rules for investment

l companes, the UKLA Listing Rules and the Companies Act could
lsad to the Company being subject to tax on capital gamns,
suspension of the Company’s Stock Exchange Listing, financial
penalties or a qualified audit report Baillle Gifford’s Business Risk,

l Internal Audit and Comphance Departments provide regular
reports to the Audit Comrmittes on Baillie Gifford’s monitonng
programmes

Major regulatory change could impose disproporticnate
comphance burdens on the Company In such circumstances
representation 1s made to ensure that the special circumstances
of iInvestment trusts are recognised

Operational Risk - fallure of Baille Gifford’s accounting systems
or those of other third party service prowviders could lead to an
Inability to provide accurate reporting and monitoring or a
misappropnation of assets Bailie Gifford have a comprehensive
business continuity plan which faciitates continued operation of
the business in the event of a service disruption or major disaster

The Board reviews Baille Gifford's Report on Internal Controls and =~

TS -the reports Dy other third party providers are reviewed by Balllie
Gifford on behalf of the Board

Discount Volatiity — the discount at which the Company’s shares
trade can widen The Board monitors the level of discount and
the Company has authonty to buy back its own shares In
addition, the Board 1s seeking shareholders” approval at the

l forthcoming Annual General Meeting to renew the authority to
implement tender offers

Leverage Risk - the Company may borrow money for investment

' purposes If the nvestments fall In value, any borrowings will
magnify the extent of this loss If borrowing faciliies are not
renewed, the Company may have to sell investments to repay
borrowings

All borrowings require the prior approval of the Board and
leverags levels are discussed by the Board and Managers at
every meeting The majonty of the Company’s investments are in
quoted secunties that are readily realisable Further information on
leverage can be found on in note 19 on page 44 and the Glossary
of Terms on page 52

Strategic Report

Employees, Human Rights and Community Issues
The Board recogrises the requirement to provide information
about employees, human nghts and community 1ssues As the
Company has no employees, all its Directors are non-executive
and all its functions are outsourced, these requirements do not
apply to the Company

Gender Representation

The Board comprises four Directors, two male and two female
The Company has no employees The Board's policy on diversity
IS set out on page 20

Environmental, Social and Governance Policy

Detalls of the Company's policy on socially responsible investment
can be found under Corporate Governance and Stewardship on
page 22

Future Developments of the Company
The outlock for the Company 1$ set out in the Chairman's
Statement on page 2 and the Managers’ Review on pages 8 to 10

Pacific Honzon Investmant Trust PLC 07
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Managers’ Review

Overview

Woa believe that the Asian region has some of the most exciting
markets in the world and that over the next decade three main
themes will dnve equity returns there firstly, the growth of the
economy as a result of innovation and technological
improvernent, especially in the two largest economies, China and
India, secondly, extensive structural reforms, agan moestly inindia
and China, and lastly, the growth of middle income consumers
across the region Over the course of the Company's financial
year, portfolio exposure to these overarching themes has been
increased The growth charactenstics exhubited by the holdings
are more pronounced and the average company size 1s smaller,
with the overall composition of the portfolio having even less
commonalty with the index

The portfolic contains more growth companies which are
dependent on innovation for their success This move has been
parthy in response to the recognition that global trade and Asian
domestic growth rates are slowing, that growth s becoming
increasingly scarce, and most ewident where it 1s driven by
productivity and innovation

The active share, which measures the deviation of the portfolio
from the comparative index, has nsen from 77% to 88% As the
active share increases we would expect not only greater near-
term volatility of returns compared to the index but also improved
performance For instance, we are finding that technological
change and changing economic structures, {for example, the
mova within China away from fixed asset investment to services)
are disrupting the established business models of companies
within many parts of the region

Through focus on these trends we have found many more

interesting opporturthies within the medium to smaller comparies
~—than in larger companies, and believe strongly that, in growth

markets, supencr returns should be found within this market

sector Today the Company holds 65% of its investments in

smaller and medium sized stocks, this compares to 53%

12 months ago

Our technology holdings reduced overall performance, as markets
concentrated on shorter term slowdowns in demand dus to
China sconomic weakness NAVER was the biggest single
detractor as its social media platform was de-rated due to womes
over slower near-term growth and the need for more aggressive
caprtal expenditure We believe that the market currently fails to
appreciate the potentiat comparative return on investment which
this business has the ability to generate The financiat and
industnal sector held back performance, the rally in Chinese
banks had a negative impact on our comparative performance as
did moves In Chinese state owned enterpnses, areas where we
have Ittle or no exposure

On the positive side, our healthcare investments had a strong
year, nsing on average 50%, and were the largest single positive
contnbutor Genexine was the best performing holding up 135%,
tn the year followed by Viromed This performance supported our
view that this sector 1s Iikely to see significant future profitable
growth

08 Annual Report 2015

Stock selection in Korea was the biggest positive contributor to
performances, followed by our imited ASEAN exposure Hong
Kong and China was the biggest relative detractor

The Company continues with its philosophy of investing In
companies with good long term growth prospects The corporate
characteristics we look for include strong growth potential,
sustainable competitive advantages, attractive financials and
sensible management In addiion, we target stocks with what we
consider to be very significant long term opportunities for
enhanced future profitabiity, where a wider range of positive
potential outcomes may lead to current mispncing

Investment Background

The last twelve months have been volatile for Asian econormies
China has continued to slow in terms of GDP growth, whilst the
stock market has been fickle, nsing rapidly then falling within the
year The underlying investment environment, however, has been
one of continued financial liberalisation, a trend we believe
eventually will bring positive returns to investors

The Chinese government has been active in determining its next
five year plan and the traectory in which it wants the country to
head In particular, we are interested In its ‘Manufactunng 2020
plan’, the core of which1s to build infrastructure for a strong
domestic economy on advanced transport systems (high-speed
rall, metro systems, efficient airports), sustainable technologies
(new energy cars, new matenals), and technologies that will
decisively shift China’s manufacturers up the value chain (new IT,
robots, electronics, high end medical devices) This, we believe, 1s
vitally important as to date manufacturing has been the principal
dnver of technical iInnovation, and techrical iInnovation in turn has
been the most important source of economic growth tn most

_modern societies_China remains gnpped in its_transition_from the_ _

old to the new economies, the former based on industnal
commodities and the latter driven by new services and
technology We are heawvily invested in the latter and have Iittle
exposure to the former

This trangition from an investment-led to an innovation-led
Chinese economy significantly influences our investment
approach We have no holdings in the maternals sector at present,
dnven by a belief that weakening investment spending from China
will ikely have a detnmental eifect on the worldwide demand for
commodities In general We are cautious on the outlook for the
heavy industnal sector given significant excess capacity i these
areas

In Incha, the GDP rate of growth has bottomed and is slowly
improving The new government of Narendra Modr has
implemented much needed economic reforms, albeit at a slower
speed than some expected We believe that the reform process in
India 1s one, which by necessity, will stretch over many years The
current government is unusual in an Inchan context, in that it has
not interfered in the business world, it has reduced its own
bureaucracy and i daing so 1s indirectty helping the economic
agenda India remains in a cyclical and structural recovery with
earnings poised to grow substantially and growth likely to
outperform the broader regicn for many years to come



We expect the US economy to continue to recover gradually, but
at a pace that doss not elicit either a strong wage response or a
significant tightening cycle Arguabty, any significant rate nses are
unlikely for the foreseeable future given the deflationary impact
that a slowing China 1s having on commodity production

We believe that the spread and use of smartphone technology

l globally wall be seen as the defining economic and social change
of our era The positive network benefits of connecting 5 billion
people to an nstantansous nformation system are only just
beginning to be realised For the next few years, much of the

' global econcmy will be rewntten and reorganised so that it can be
traded over the mobile phone network, the digitalisation and
visualisation of the global economy Is accelerating

These changes can be sesn in the rapid pace of s-commerce
expansicn in China and India, the growth in data packets globally
and in the nse of rapidly growing new economy companies We
think that Asian economies and companies are able to embrace
these trends far quicker than developed markets, for two main
reasons firstly, there s ittle in terms of existing old economy
infrastructure, and secondly, and maybe more importantly, the

l societal system has not fully developed and become comfortable
with old technologies, such as the retail Industry in the USA and
Europe Smartphones have expanded the quantity of information,
providing vastly better pnces and choice of goods and services to
the average consumer and making retail actmity an electronic
process

and its e-commerce offering, its last mile bespoke delivery service
1$ helping its revenue to double from US$18 bilion in 2014
towards estimates of US$38 bilion by 2016 Part of this rapid

I growth 1s due to the Chinese use of social media which allows a

l A good example of these trends would be the growth of JD com

-much quicker response to and acceptance of new economic and -

social iIdeas

We see the nse of mobile communications use In Asia as an
enabler In breaking down previous barners to entry for many
companies, Increasing competition and forcing alt comparnies to
have a digital strategy Given the technology and export focus of
l Korean and Tawanese industry, these former ‘Tiger economies’
are well placed to capitalise on the regienal corperate need to
upgrade technology systems Companes that should be
beneficianes include SK Hynix, Advantech and MedaTek

We highlighted last year that the smaller emerging ASEAN
markets were pncing mn growth that we believed was
unsustainable, as a result, the Company had low investment

l exposure here We are resclute in our view that, in the absence of
social and poltical reform, these economies are doing litle more
than stonng up problems for the future ASEAN markets have

l been weak this year, especially as a result of depreciation of therr
currencies Malaysia i1s the standout candidate where a
combination of faling commaodity pnces has coincided with high
level comuption scandals We believe these countnes’ credit

I cycles remain over extended and they do not appear to be
benefiting from innovation led growth The Company’s exposure
o these markets remains imited
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Portfolio Review

Technology companies now account for over 47% of the
Company’s Investments by value Rather than being a
homogenous group, the underying companies benefit from a
nurmber of different commercial advantages The largest single
holding for the Company in the sector 1s Tencent, the big Chinese
gaming, social media and advertising giant - the leader in dmang
the mobile communications revolution in China with over 1 billion
users Dunng the year we added to our large internst nvestments,
Albaba, Baidu and Just Dial, which we believe offer tremendous
value given therr long-term earnings growth The consumer
related internst companies now make up 25% of the portfolio In
our view, each investment demonstrates a combination of strong
growth potential, excellent business models and an
entrepreneunal management approach

We bought Sunny Optical, a camera lens specialist for mobile
phones and the world’s leading camera module maker for the
automotive iIndustry We have been reducing our holdings n
Samsung Blectronics over wornes on the medium-term outlook
for ts smartphone business as Chinese competition iIncreases
Elsewhere, we bought Himax, a company supphying compenents
to a number of wirtual reality headsets, which we expect will come
to the market 1n 2016

Our holdings in IT service companies have increased slightly and
we believe that the need for outsourcing and increased
digitalisation will continue to dnve top-line growth for innovative
Indian companies In the year we also acquired holdings in
Kingdee and Kingsoft, Chinese outsourcing software development
companies that are proniding innovation to dormestic markets

The financial sector represents another of the Company’s largest
positions afthough we do not hold banks in a number of the larger_

~countries — China, Korea and Taiwan — whare we feel returns are
hikkely to be challenged or depressed for many years In line with
our investmeant approach, holdings are focused on the ments of
the indwidual companies, be it the turnaround potential that new
management brnngs at Federal Bank, or newer heldings Itke ICIC,
where we see the company bensfitting from Indian structural
growth Insurance 1s an altogether more exciting prospect for us,
the Company holds significant positions in the Korean insurers
Samsung Fire & Manne and Hyundal Manne & Fire and in Taiwan
China Life Insurance  These should all berefit from social and
economic changes in the coming years, such as demographics,
increased financial sophistication, increasing wealth and
consequent development of the insurance markets to provide
rmitigation for the increased nsks to which a more wealthy society
1S exposed

In the energy sector we sold our investments in both China
Petroleum and Chemical (Sinopec) and Daewoo Industrnial after
the reversal In Saud Aratya policy towards the oll markets We
hold no assets related to the oll and gas industry and in the
short-term believe that the market 1s being revalued at a much
lower price In the long-term, Western ol demand may have
peaked dus to rapid innovation in the transport industry In China
we are sceptical that the government will allow a gasoline auto
Industry to grow rapidly due to environmental costs and would
expect in the medium-term that China overtakes California as the
leader in the electnic vehicle industry

Pacific Honzon Investment Trust PLC 09
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The healthcare sector which we onginally invested into last year,
was added to, with two additional holdings Viromed 15
conducting phase 3 chnical trials into diabetic perpheral
neurcpathy and criical imb ischemia in the US this year We
invested In Seegene In Korea, the world's leading developer of
leading edge diagnostics equipment We continue to believe that
new personalised medicine will have a revolutionary impact upon
the pharma industry through the creation of drugs that cure
disease rather than just allewate symptoms Qur healthcare
holdings now account for 8% of the portfolio

The largest country exposures are Hong Kong and China,
followed by Korea and then India The Company retains hitle
exposure to the smalier ASEAN markets The Chinese/Hong
Kong weight increased as we invested in more new economy
companies Qur investment exposure to India grew as a result of
additions and outperformance, whilst Taswan was reduced to fund
the increase In Hong Kong and China

Environmental, Social and Governance Matters

As growth investors we are locking for companies whose
products will benefit from strong future demand These
companies not only have to produce better and cheaper products
and services than therr competitors but they also have to be alert
to the changing nature and wiews of the societies in which they
exist Companies who do not change, tend to fall either due to
faling demand for thetr product or as a result of government
intervention When we invest we take into account the potential
positive and negative impacts our companies have on the world
today and how their commercial activities will be percerved in the
future

For our long-term investments to be successful they must add

value to society We see this in a vanety of ways the regenerative

“biotech companies wa own, whose products may allow many

people to gan otherwise unachievable medical benefits, our
internet companies which provide goods and services to people
at prices and quantities previously unobtainable, or our
technology holdings that are helping to enable the greatest and
most rapid increase in hurman connectivity and avallable
information In human history

Lastly, to be rewarded as a sharsholder, minonty interests must
be upheld, we remain careful to make sure our investments are
aligned with those of the majonty shareholder and owners
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Outlook

Recently global markets have sold off violently, precipitated by the
Chinese devaluation This we believe 1s creating buying
opportunities, especially true for the leading marksts US, Internet
and Biotech sectors Commodities and therr associated countrnes
remain In deep bear markets with only temporary respite possible
The upside from low ol prices in particular will eventually help the
global consumer and help stabiise markets Given this we feel the
portfolio and our companies are well-positioned to benefit from
the next upswing and survive the current patch of volatiity

It 1s our view that there 1s significant potential for positive returns
from the markets In which we invest over the coming years Our
focus remains on investment in indmdual stocks which will benefit
from the economic, social and technological changes which are in
evidence across the regon The Company has taken on 10% gross
gearing, at the tme of draw down, and we see current volatiity in
the asset class as an ideal opportunity to add to positions in fast
growing companies Despite the short term volatility that we have
expenenced over the last twelve months, we believe that our
philosophy, process and invesiment style will reward and benefit
our shareholders over the medium to long term




Review of Investments
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I A review of the Company’s ten largest investments as at 31 July 2015 1s given below and

on the following page.

Tencent Holdings
Tencent hosts the largest online community in China offening its
I customers a wide range of services, from instant messaging to
online games to social networking The dynarmics of the Chinese
internet industry are very positive as Chinsse consumers are
increasingly adopting the internet as a preferred channel for media
distnbution Penetration 1s low, but nsing rapidly, and mobile
broadband delivery I1s likely to be especially popular in a country
which has enthusiastically embraced mobile devices Tencent 1s
I well posittoned to benefit from these trends and the increasing
monetisation of its customer base over time

Country Hong Kong and China
Valuation £9,057,000
% of total assets* 6 5%

I (Valuation at 31 July 2014 £29,039,000)
Baidu

Baidu 15 the leading internet search platform in China It benefits
from a rapidly expanding internet community and customer base
The company 1s the clear leader in its market, with attractive
financial charactenstics and the ability to renvest capital at very
high incremental rates of return

Country Hong Kong and China

Valuation £5,279,000

I % of total assets* 38%

-(Valuation at 31July 2014 ~——-- — — —  £4,568,000)
Alihaba Group

Alibaba 15 the dominant company in the rapidly developing
Chinese e-commerce market [t operates undser a marketplace
model and collects revenues from commussions, marketing
services, subscnption fees, cloud computing and other value-
added services The opportunity in China in e-commerce remains
substantial, with traditional bneks and mortar retatlers Ikely to be
significantly disrupted An entrepreneunal management team,

I strong cash generating capacity and an tndustry leading position
combine to make this an attractive investment opportunity

Country Hong Kong and China
I Valuation £4,622,000
% of total assets” 3 3%
l (Valuation at 31 July 2014 £Nu)

l * Total assets less current liabilities, before deduction of borrowings

Hon Hai Precision Industries

Hon Hai Precision 1s the world’s largest prowider of electronic
manufactunng services It operates within a large and rapidly
expanding market as mass electronic manufactunng 1s
outsourced to lower cost areas of the world, such as China,
where Hon Hal bases most of its faciliies We believe that Hon
Hai has a clear advantage in manufactunng due to rts scale and
expect it to benefit from the rapid growth in robots and connected
dewices, including automated cars, in the future

Country Tawan
Valuation £4,067,000
% of total assets* 29%
(Valuation at 31 July 2014 £4,129,000)

Tech Mahindra

Tech Mahindra s the onginal T offshonng company that was set
up betwesn Mahindra & Mahindra in India and the UK fixed-lne
telecom incumbent BT In 2009 it acquired a strategic stake in the
troubled Indian player Satyam, which was iully integrated in 2013,
and substantial scope for efficiencies now exists T outsourcing
continues to benefit from strong growth, and Tech Mahindra’s
scale, combined with a focus on manufactunng and telecoms,
allows the company to break into new accounts and to dnive a
level of growth well above markst expectations

Country India
_Valuation .. __. .. ___ £3790.000_
% of total assets” 27%
(Valuation at 31 July 2014 £4,450,000)

Haier Electronics Group

Haier Electronics 1s China's leading white goods home appliance
manufacturer, with a market share of around 25% in washing
machines and water heaters The company's key strength i therr
distnbution, logistics and after-sales network in China’s 3rd-and
4ath-trer cities With several thousand stores, distribution centres
and after-sales points nationwide, the company Is already in the
unique position of being able to prowvide 24-hour delivery in over
50% of China’s counties

Country Hong Kong and China
Valuation £23,405,000
% of total assets® 24%
(Valuation at 31 Juty 2014 £2,520,000)
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Just Dial

Just Bial 1s an Indian local search business The company started
Iife as a provider of local istings via the phone but has rapidly
moved onbne to become one of India’s leading internet
companies The market 1 growing rapidly as India internet
penetration accelerates, catalysed by increasing smartphone
penetration, leading to rapid user growth at Just Dial The
company 1s already cash generative, but with less than 5% of its
clients currently paying to ist on their site, the opportunity to
increase online monetisation 1s significant

Country India
Valuation £3,382,000
% of total assets* 2 4%
(Valuation at 31 July 2014 £2,036,000)

China Life Insurance (Taiwan)

China Life 15 a relatively small Tawanese company that introduced
the 'participating’ life policy to the Taiwanese market in the early
2000s after the controliing family brought in professional
managers Since then, the company has enjoyed a strong record
of profitability, with the investment portfolio overhauled and a
determined focus on seling Innovative and profitable products
Relative to 'appraised value' and the growth prospects, the
shares offer attractive upside

Country Tarwan
Valuation £3,148,000
% of total assets* 23%
{Valuation at 31 July 2014 £2,528,000)
NAVER

NAVER is Korea's leading internet business with dominant market
shares In search, maps, restaurant booking and other sites It has
comprehensively beaten competition such as Google, which we
attnbute in part to its entreprensunal culture Outside Korea, Line,
NAVER's instant messaging app onginating in Japan, has seen
enormous success throughout Asia with ¢ 500 milion users
NAVER's ability to monetise the user base has been impressive
and suggests the network could generate very significant cash
flows over the coming years

Country Korea
Valuation £3,073,000
% of total agsets* 22%
(Valuation at 31 July 2014 £3,664,000)

* Total assets less cumrent llabilives, before deduction of borrowings
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Federal Bank

Established in 1931, Federal Bank 1s one of the oldest private
sector banks with a particularly strong position in Southern India
and a large market share of remittances The bank has been run
in a less efficient manner compared to some of the country’s
newer private banks, however new management has gradually
besn improving the bank's operating performance coupled with a
better economic outlook, returns look set to nse and growth to
accelerate

Country India
Valuation £2,927,000
% of total assets* 21%
(Valuation at 31 July 2014 £2,703,0600)
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List of Investments as at 31 July 2015
2015 2015
Value % of total
Name Country Business £'000 assets *
Tencent Holdings HK/China Internet business 9,057 65
Baidu HK/China Internet search provider 5279 38
Albaba Group HK/China Online and mobile commerce company 4,622 33
Hon Hai Precision Industnes Tamwan Electromc manufactuning services company 4,067 29
Tech Mahindra India M services provider 3,790 27
Haler Electronics Group HK/China Washing machineg and water heater manufacturer 3,405 24
Just Dial India Local search and e-commerce provider 3,382 24
China Life Insurance (Tawan) Tawan Life insurance provider 3,149 23
NAVER Korea Internet company 3,073 22
Federal Bank India Commercial bank 2,927 21
JD com H&/China Online direct sales company 2,914 21
SK Hynix Korea Electronic component and device manuiacturer 2,869 21
ICICI Bank India Retail and corporate bank 2,709 19
Mahindra & Mahindra India Conglormerate 2,584 18
HCL Technologies india IT services provider 2,569 18
Advantech Tawan Computer manufacturer 2,440 18
Jume International Holding HK/China Online retailler of beauty products 2,363 17
MediaTek Tarwan Integrated circuit design house 2,228 16
Seegene Korea Develops molecular diagnostic reagents 2,200 16
Samsung Fire & Marine Insurance Korea Non-life insurance provider 2,149 15
CJ E&M Korea Media and entertanment business 2,083 15
Geely Automobile HK/China Autcmobile manufacturer 2,067 15
Qunar Cayman Islands HK/China Provides travel product inforrmaton 1,950 14
Naturalendo Technology Korea Biotech company specialising in R&D 1,950 14
Tawan Semiconductor Manufacturing  Tawan Semiconductor manufacturer 1,943 14
Cheil Industnes Korea ~ Leading lfestyles solutons company___ _ _ _ __1942 14
“Sunny Optical Technology HK/China Optical related products 1,907 14
Koh Young Technology Korea 3D inspection machines 1,876 13
Kingdee Intarnational Software HK/China Develops and sells enterprise management software 1,843 13
Dragon Capital Vietnam
Enterpnise Investments Vietnam Vietnarn investment fund 1,814 13
Hermes Microvision Tawan Electron beam inspection tool manufacturer 1,790 13
Container Corporation of India India Transportation services 1,774 13
Indusind Bank India Commercial bank 1,756 13
Mahindra CIE Automotive India Provider of forging paris for trucks 1,602 12
Shriram Transport Finance India Hire purchase finance for trucks 1,589 11
Onon Corp Korea Consumer conglomerate 1,566 11
Mindtree India IT services provider 1,546 11
WH Group HK/China Pork processing company 1,532 1M
Interpark Korea Internet-based shopping mall 1,631 11
Samsung Electronics Korea Electronics company 1,509 11
Genexine Korea Biopharmaceuticals 1,496 11
Techtronic Industnes HK/China Power tool manufacturer 1,467 11
Dalian Wanda Commercial Properies  HK/China Commercial property developer 1,459 10
Viromed Korea Biomedical research 1,447 10
China Varke HK/China Residential property development company 1,348 10
Kingsoft HK/China Software company 1,340 10
Info Edge India Internet based service company 1,324 09
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2015 2015
Value % of total

Name Country Business £'000 assets *
Phison Electronics Tamwan Semiconductor products 1,311 09
Persistent Systems India Provides outsourced software product development 1,282 09
Delta Electronics Tawan Power supplies and wideo display product

manufacturer 1,278 08
CAR Inc HK/China Car rental company 1,272 09
Hirmax Technologies Tamwan Develops and markets semiconductors 1,265 09
Legend Holdings HK/China Investment holding company 1,241 09
Bioneer Korea Biotechnology business 1,229 09
China Taiping Insurance International  HK/China Insurance underwnter 1,209 08
SK Telecom Korea Telecoms operator 1,201 09
Pharmicell Korea Biopharmaceutical business 1,051 08
Nagacorp HK/China Hotels, restaurants and leisure 1,047 08
Sarine Technologres Singapore Develops measurement systems for

diamond grading 1,038 Q7
Johnson Electric Holding HK/China Electric motor manufaciurer 1,007 07
Infosys India Software ceveloper 978 07
Brillance China Automotive HK/China Manufacture and sale of minibuses and

autometive components 9269 07
Hmwin Technologies Tamwan Automation eguipment manufacturer 951 07
Theragen Etex Korea Pharmaceutical business 872 06
Green Crass Cell Korea Electnic component manufacturer 776 06
Crystalgenomics Korea Biotechnology services 753 05
Hyunda Manne and Fire Insurance Korea Non-life Insurance provider 539 04
Aurtac International Group Tawan Automation equipment manufacturer 379 03
Huadin Power International HK/China Elsctric utility 187 01
Etec and Eltek Iniernational Singapore Circutt board manufacturer 71 01

—-"___phjitown Propertiest — ~ -—-- — —Philippines — — ~Property dsvéloper - T T T T o o0

Total Investments 135,133 o971
Net Current Assets 4,034 29
Total Assets 139,167 1000

HK/China denotes Hong Kong and Chena
Details of the ten largest investments are given on pages 11 and 12 along with comparative valuaticns
“ Total assets less current kabtities before deduction of borrowings

1 Denotes unlisted investment
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Distribution of Portfolio

Geographical 2015 (2014) Sectoral 2015 (2014)

Overlap with MSCI All Country Asia ex Japan Index
(in sterling terms)

Turnover Size Splits (Market Capitalisation of Investments)
Roling 12 menths turnover over 5 years As at 31 July 2015

The Strategic Report which includes pagss 2 to 15 was approved by the Board of Directors and signed on its behalf on 21 September 2015

e nrsr \7 o ndtrsos
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Directors and Management

l Directors

Jean Matterson
Jean Matterson was appointed a Director in 2003 and became
Chairman of the Board on 25 October 2010, she I1s also
Chairman of the Nommation Committee She 1 a partner of
Rossie House Investment Management which specialises in

l private client portfollo management with a particular emphasis on
investment trusts She was previously with Stewart vory & Co for
20 years, as an investment manager and a directer, and 1s a
director of BlackRock Throgmorton Trust PLC and Capital

l Geanng Trust PLC

Edward Creasy

l Edward Creasy was appointed a Director n 2010 He s Charman
of the Audt Committee and 15 the Senior Independent Director
He 1s the former chisf executive officer of Kiln plc, a non-Iife
insurer guoted on the London Stock Exchange until purchased by

I Tokio Marine Nichido Fire Insurance Co in March 2008 Until
January 2011 he was charrman of Kiln Group and chairman of
RJ Kiln & Co Limited He ts Chairrman of Charles Taylor PLC,
deputy chairrman of WR Berldey Syndicate Management, a

I director of WR Berldey Insurance (Europse}, Lid and I1s also a
member of Lloyd's of London’s Supervisory and Review

l Committee

Douglas McDougatl OBE

Douglas McDougall was appointed a Director in 1892 He s

charrman of The Scotlish Investment Trust plc, The Independent
l Investment Trust PLC and The European Investment Trust plc

He 1s a director of The Monks Investment Trust PLC and Herald

investment Trust plc From 1969 to 1999 he was a partner in

Bailie Gifford & Co and from 1989 to 1989 was joint senior

__W__ partner and chisf iInvestment officer He 1s a former.charmanof - -\ --- - ——— - — —-- ——— -

the Investment Management Regulatory Organisation, the Fund
Managers' Association and the Association of Investment
Companies

Elsabeth Scott
Elisabeth Scott was appointed a Director in 2011 She was
managing director and country head of Schroder Investment
Management (Hong Kong) Limited from 2005 to 2008 and chair of
the Hong Kong Investment Funds Association from 2005 to 2007
I She worked m the Hong Kong asset management industry from
1992 to 2008 She s a director of Fidelity China Special Situations
PLC, Dunedin Income Growth Investment Trust PLC and Alanz

l Technology Trust plc

All of the Directors are members of the Nomination Committee
and with the exception of Mr DCP McDougall, all are members of
l the Audit Commitiee
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Managers and Secretaries

The Company has appointed Baille Gifford & Co Limited, a whally
owned subsidiary of Baillle Gifford & Co, as its Alternative
Investment Fund Manager and Company Secretaries Baillie
Gifford & Co Limited has delegated portfolio management
services to Balle Gifford & Co Baille Gifford & Cois an
investment management firm formed in 1927 out of the legal firm
Baille & Gifford, WS, which had been involved in investment
management since 1908

Ballle Gifford 1s one of the largest investment trust managers in
the UK and currently manages seven investment trusts Baille
Gifford also manages unit trusts and Open Ended Investment
Companies, together with investment portfolios on behalf of
pension funds, chanties and other inshitutional chents, both in the
UK and overseas Funds under the management or advice of
Bailite Gifford totalled around £120 billicn at 31 July 2015 Based
in Edinburgh, it 15 one of the leading pnvately owned investment
management firms 1N the UK, with 40 partners and a staff of
around 820

The manager of Pacific Horzon'’s portfolio 1s Ewan Markson-
Brown who took over as portfolio manager from Mike Gush on
18 March 2014 Ewan joined Baillle Gifford in September 2013
where he has specific responsibiity for covenng the Korean and
ASEAN markets Rodenck Snell was appointed as deputy
manager on 10 September 2013 Rodenck has been a member
of the Emerging Markets team at Bailie Gifford since 2008, with
a focus on Asia Pacrfic

Baille Gifford & Co Limited and Baille Gifford & Co are both
authonsed and regulated by the Financial Conduct Authority



Directors’ Report

The Directors present therr Report together with the Financial
Statements of the Company for the year to 31 July 2015

Corporate Governance
The Corporate Governance Report 1s set out on pages 20 to 22
and forms part of this Report

Managers and Company Secretanes

The function of a management engagement commuttee 1$ fulfilled
by those members of the Board who are also members of the
Audit Committee (the 'Qualfying Direclors’)

An Investment Management Agreement between the Company
and Balllie Gifford & Co Limited, the Alternative Investment Fund
Manager (‘AIFM’) and Company Secretanes, sets out the matters
over which the Managers have authonty in accordance with the
polcies and directions of, and subject to restnctions imposed by,
the Qualifying Directors  The Managers may terminate the
Management Agreement on six months’ notice and the Company
rmay terminate on three months’ notice Compensation fees
would only be payable in respect of the notice penod ff
termination were 1o occur sooner The Board 1s of the view that

l calculating the fee with reference to performance would be
unlikely to exert a positive influence on performance Detalls of the
fees paid are shown on page 35

The Board considers the Company's Investment management and
secretanal arrangements on an ongoing basis and a formal review
Is conducted by the Qualifying Directors annually The following
topics, amongst others are considered in the review  the quality of

l the personnel assigned to handle the Company’s affarrs, the
investment process and the results achieved to date, and the
admunistrative services provided by the Secretanes Following the

' most recent review, it 18 the opinion of the Directors that the

—®8_continuing appointment of Baithe Gifford-& Co bimited as AIFM ™~

and the delegation of the investment management services to
Baillie Gifford & Co, on the terms agreed, 1$ in the interests of

l shareholders as a whole due to the strength of the investment
management team, the Managers' commitment to the investment
trust sector and the quality of the secretanal and administrative
functions

Depositary
In accordance with the AIFMD, the Company appointed BNY

l Mellon Trust & Depositary (UK) Limited as its Depositary with
effect from 1 July 2014 The Depositary Agreement replaced the
custody agreement with the Bank of New York Mellon SA/NV The

I Depositary’s responsibiiies include cash monitoring, safe keeping
of the Company’s financial instruments, venfying ownership and
mantaining a record of other assets and monitonng the
Company's compliance with investment mits and leverage

l requirements The Depositary has delegated the custody function
to The Bank of New York Meallon SA/NV

Directors

Information about the Directors who were in office duning the year
and up to the Financial Statements were signed, including their
relevant expenence, can be found on page 16

l Miss JGK Matterson, having served for more than nine years and
Mr DCP McDougall, having served for more than nine years and
being a director of ancther investment trust managed by Ballle

Governance Report

Gifford, are subject to annual re-election and will therefore be
retinng at the Annual General Meeting and will offer themselves for
re-election

Fallowing formal performance evaluation, the performance of Miss
JGK Matterson and Mr DCP McDougall are considered to be
effective and they remain committed to the Company Therr
contnbution to the Board 1s greatly valued and the Board
recommends ther re-election to shareholders

Director Indemnification and Insurance

The Company has entered into deeds of indemnity in favour of
each of its Directors The deeds cover any liabilities that may anse
to a third party, other than the Company, for negligence, default or
breach of trust or duty The Directors are not indemnified in
respect of labilities to the Company, any regulatory or criminal
fines, any costs incurred in connection with criminal proceedings
in which the Director 1s convicted or civil proceedings brought by
the Company in which judgement Is given against him/her In
addition, the iIndemnity does not apply to any lability to the extent
that 1t 1s recovered from another person

The Company maintains Directors’ and Officers’ liability insurance

Conflicts of Interest

Each Director submits a list of potential conflicts of interest to the
Nomination Committee on an annual basis The Committee
congiders these carefully, taking into account the circumstances
surrounding them and makes a recommendation to the Board on
whether or nct the potential conflicts should be authonsed Board
authonsation i1s for a penod of one year

Hawving considered the lists of potential conflicts thers were no
situations which gave rise to a direct or indirect interest of a

Dividends
The Board recommends a final dvidend of O 35p per ordinary
share

If approved, the recommended final dividend on the ordinary
shares will be paid on 11 November 2015 te shareholders on the
register at the close of business on 16 October 2015 The
ex-dmvidend date 1s 15 October 2015 The Company's Registrar
coffers a Dmdend Remnvestment Plan (see page 48) and the final
date for election for this dvidend 1s 21 October 2015

Share Capital

Capital Structure

The Cornpany's capital structure consists of 63,288,853 ordinary
shares of 10p each (2014 - 70,126,152 ordinary shares) There
are no restrictions concerning the holding or transfer of the
Company's ordinary shares and there are no special nghts
attached to any of the shares

Dividends

The ordinary shares carry a nght to receive dvidends Interim
dmvidends are determined by the Directors, whereas the proposed
final dwidend 1s subject to shareholder approval

Capital Entittement

On winding up, after meeting the liabilities of the Company, the
surplus assets will be paid to crdinary shargholders in proportion
to their sharsholdings
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Voting

Each ordinary sharsholder present in person or by proxy 1s
entitled to one vote on a show of hands and, on a poll, to one
vote for every share held

Information on the deadiines for proxy appointments can be
found on pages 46 and 47

Major Interests in the Company’s Shares
The Company has received notifications of the following interests in
3% or more of the voting nghts of the Company as at 31 July 2015

Ordinary 10p

shares held % of

Name at 31 July 2015 Issue

A & OT Invastments Limited (direct) 9,704,202 153
City of London Investment Management

Comparny Limited (ndirect) 6,774,374 107

Wells Capital Management, Ine (indirect) 3,365,939 53

Rathbone Brothers Plc (indirect) 3,277,346 52

1607 Capital Partners, LLC (dwrect) 3,117,139 49

Legal & General Group Ple (L&G) (direct) 2,484,328 39

Investec Wealth & Investment Limited (direct) 1,923,257 30

There have bsen no changes to the major Interasts in the Company's
shares Intimated up to 18 September 2015 except the holding of Crty
of London Investment Management Company Lirmited which reduced
its indirect holding to 8,157,884 shares (9 7%)

Annual General Meeting

Resolutions 8 and 9 - Authority to allot shares and
Disapplication of pre-emption nghts

At present, the Directors have authonty under Section 551 of the

Companias Act 2008 to 1ssue ordinary shares up to an aggregate
nominal amount of £701,261 Thus authority, which was conferred
on themn at the Annual General Meeting of the Company on 30
October 2014, 1s due to expire at the conclusion of the Annual
General Meeting of the Company on 6§ November 2015
Resolution No 8 seeks to renew the Directors’ general authonty
to allot shares up to an aggregate nominal amount of £632,888,
being 10% of the Company’s ordinary shares in issue at 18
September 2015 Resolution No @ seeks to renew the power to
aliot shares for cash on a non-pre-emptive basis also up to an
aggregate nominal amount of £632,888 The Company does not
hold any shares in treasury Further 1ssues of shares will only be
made at a prermium to the net asset value per share The authonty
contained in Resolution No 8 and the power granted by
Resolution No @ will continue until the conclusion of the
Company’s next Annual General Mesting after the passing of this
resolution or on the expiry of 15 months from the passing of this
resolution, if eartier

The Directors enwisage using the authority and the powsr, which
will be conferred by Resolutions No 8 and 9 at imes when the
share pnce stands at a premium to net asset value This would be
asset enhancing and improve liquidity in the Company's shares
The Directors will not make any i1ssue of new ordinary shares to
investors unless they consider it advantageous to the Company
to do so, and no issue of ordinary shares will be made pursuant
to the authonsation in Resolution No 8 whuch would effectively
alter the control of the Company without the pror approval of
shareholders in general mesting
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Resclution No 815 an Ordinary Resolution and requires only a
simple majonty, Resolution No 9 1s proposed as a Special
Resolution and will not be passed unless 75% of those voting are
in favour

Resolution 10 - Market purchase of own shares by the
Company

At the last Annual General Mesting the Company was granted
authonty to purchase up to 9,986,314 ordinary shares {equivalent
to 14 99% of ts 1ssued share capital at that date), such authonty
to exprre at the Annual General Mesting in respect of the year
ending 31 July 2015 No shares were bought back during the
year under review

The Directors are seeking shareholders' approval at the Annual
General Meeting to renew the authonty to purchase up to 14 99%
of the Company's ordinary shares in 1ssue at the date of the
passing of the resolution, such authonty to expire at the Annual
General Meeting of the Company to be held in 2016 Shares
which are bought back will not be held in treasury and will be
cancelled

Under the Listing Rules of the UK Listing Authonty of the Financral
Conduct Authority, the maximum price that may be patd on the
exercise of the authonty must not exceed the higher of

M 5 per cent above the average closing pnce on the London
Stock Exchange of an ordinary share over the five business
days immediately preceding the date of purchase, and

the higher of the price of the last Independent trade and the
hughest current ndependent bid on the London Stock
Exchangs

{wy

The minimum price that may be paid will be 10p per share

Purchases of shares will be made within guidelines established, -

from time to time, by the Board Your attention 1s drawn to Special
Resolution No 10, in the Notice of Annual General Mesting

The principal reasons for share buy backs are

() to address any imbalance between the supply of, and the
demand for, the Company’s shares that results in a large
discount of the quoted market pnce to the published net
asset value per share, and

to enhance net asset value for continuing shareholders by
purchasing shares at a discount to the prevaling net asset
value

Resolution 11 - Conditional Tender Offers

At the 2013 and 2014 Annual General Mestings, the Company
obtained shareholders’ approval to implement, at the Board's
discretion, bi-annual tender offers for up to 5% of the Company’s
shares n respect of the six month pereds to 31 January and 31
July 2014 and 2015 The Board implemented a 5% tender offer in
October 2014 and Apnl 2015 in respect of the tender penods to
31 July 2015 and 31 January 2015, buying back 6,837,289
ordinary shares (nomimnal value £684,000) at a total cost of
£14,336,000 The Board has dectded to implement a 5% tender
offer in respect of the penod to 31 July 2015, applicable to
sharsholders on the register on 11 August 2015 Details of how to
tender your shares in respect of this 5% tender offer are
contained within the Circular accornpanying this Report



I The Directors are seeking sharehotders' approval at the
forthcoming Annual General Mesting to renew the Board's
authorty to implerment two tender offers, for the six month

l parods to 31 January and 31 July 2016 The Board expects that
this will strengthen its ability to manage the discount to net asset
value at which the Company's ordinary shares may trade from
tme to time

Subyect to certain mitations set out below, the Directors intend to
invite shareholders to tender for purchase for cash all or part of
ther holdings of shares The pnce at which shares will be
purchased will be an amount equal to the realisation value of the
assets attnbutable to the shares tendsred as at the close of
business on the relevant tender offer calculation date, subject to a
discount of 2% and less the direct costs and expenses of
effecting the tender offer

The Board will consider implementing a tender offer if the

l Company’s ordinary shares trade at an average daly discount of
mare than 9% refative to the farr value curn income NAV over the
six month penods to 31 January and 31 July 2016 {or the
preceding business day) |t is the Directors’ current intention that

l each six monthly tender offer will be restncted to a maxamum of
5% In aggregate of the shares in 1ssue as at the relevant tender

l offer calculation date (excluding any shares held in treasury)

Shares tendered In excess of the imit set by the Directors in
respect of a particular tender offer will be scaled back pro rata in
propartion to the excess amount tendered Imptementation of

I tender offers will be subject to pnor sharsholder approval, by way
of a special resolution, at each Annual General Mesting

In order to iImpfement the tender offers, a market maker selected
by the Board will, as principal, purchase at the tender price
(calculated on the basis described abovs) the shares tendered

~and, following completion of these purchases, will sell the refevant
shares on to the Company at the same price by way of an
l on-market fransaction The shares will subsequently be bought
back by the Company from the rmarket rmaker at the same price
and cancelled

The tender offers will be conducted in accordance with the
UKLA's Listing Rules and the rules of the London Stock
Exchange Investors should note that the opsration of the regular
tender offers 15 subject to the Directors’ discretion In addition, in
accordance with the Companies Act, shares may only be
purchased by the Company out of the proceeds of a fresh 1ssue
of shares made for the purpose of repurchase or out of
distnbutable profits

Therefore, In addition to the authonty that 1s being scught by the
Company under Resofution 10 to purchase 1ts own shares of 10
pence each {as explaned in more detal on page 18}, Special
Resolution 11 grants the Board the authonty to implement two
tender offers for the six month periods ending 31 January 2016
and 31 July 2016 and to repurchase up to a maximum of 5% of

l the Company's 1ssued share capital as at 31 January 2016 and
31 July 2016 (as appropnate)

If Resclutton 11 15 passed such authonty will expire at the
conclusion of the Company's next Annual General Mesting in
2016 unless renewed prior to that date

—from its operations; nor does 1t have responsibility for any other

Governance Report

If such tender offers are iImplemented, a separate circular and
tender form will be sent to shareholders following the relevant six
month penod to 31 January 2016 and 31 Juty 2016, which will
set out the full terms and conditions of the tender offer and the
procedure for tendenng shares

Articles of Association
The Company’s Articles of Association may only be amended by
special resolution at a general meeting of shareholders

Disclosure of Information to Auditor

The Directors confirm that so far as each of the Directors 15 aware
there 18 no relevant audit information of which the Company’s
Auditor 1s unaware and the Directors have taken all the steps that
they might reasonably be expected to have taken as Directors in
order to make themselves aware of any relevant audit information
and to establish that the Company's Auditor 15 aware of that
information

Independent Auditor

The Auditor, Ernst & Young LLP, 1s willing to continue in office and
In accordance with Section 489 and Section 491(1) of the
Comparnies Act 2006 resolutions concerning therr re-appointment
and remuneration will be submitted to the Annual General
Mesting

Post Balance Sheet Events

The Dhrectors confirm that there have been no post-Balance
Shest svents up to 21 September 2015

Greenhouse Gas Emissions
All of the Company's activities are outsourced to third parties The
Company therefore has no greenhouse gas emissions to report

emissions preducing sources under the Companies Act 2006
(Strategic Report and Directors’ Reports) Regulations 2013

Bribery Act

The Company has a zero tolerance policy towards bribery and 15
committed to carrying out business fairty, honestly and openly
The Managers also adopt a zero tolerance approach and have
policies and procedures in place to prevent bnbery

Recommendation

The Directors unanimously recommend shareholders to vote In
tavour of the resolutions to be propesed at the Annual General
Meeting as it 1s ther view that the resolutions are in the best
interest of sharsholders as a whole

By order of the Board
Jean Matterson
Charman

21 September 2015

J earNsbtnrot

Pacific Honzon Investment Trust PLC 19



Governance Report

Corporate Governance Report

The Beard 1s committed to achieving and demonstrating high
standards of Corporate Governance This statement outlines how
the principles of the 2012 UK Corporate Governance Code (the
‘Code’), which can be found at www frc org uk, and the relevant
principles of the Association of Investment Companes Code of
Corporate Governance (the ‘AlC Code’) were applied throughout
the financial year The AIC Code provides a framework of best
practice for investment companies and can be found at

www theaic co uk

Compliance

The Board confirms that the Company has complied throughout
the year under review with the relevant prowvisions of the Code and
the recommendations of the AlIC Code

The Board

The Board has overall responsibility for the Company's affars It
has a number of matters formally resarved for its approval
including strategy, investment policy, currency hedging, geanng,
treasury rmatters, dwvidend and corporate governance policy A
sirategy session 1S held annually The Board also reviews the
Financial Statements, investment transactions, revenue budgets
and performance of the Company Full and timely information 1s
provided to the Board to enable the Board to function effectively
and to allow Directors to discharge their responsibiiities

The Board compnses four Directors all of whom are non-
executrve and independent The Chairman, Miss JGK Matterson
1S responstble for organising the business of the Board, ensurnng
its effectiveness and setting its agenda Mr EG Creasy I1s the
Senior Independent Director

The executive responsibility for iInvestment management has been
delegated to the Company’s Alternative Investment Fund

Manager {'AIFM’); Baille Gifford-& Co mited, and, 1n thecontext
of a Board compnsing only non-executive Directors, there 1s no
chief executive officer

The Directors believe that the Board has a balance of skills and
experience that enable 1t to provide effective strategic leadership
and proper governance of the Company Information about the
Directors, including therr relevant expenence, can be found on
page 16

There 15 an agreed procedure for Directors to seek indepandsent
professional advice, if necessary, at the Company's expense

Appointments to the Board

The terms and conditions of Directors’ appointments are set out
In formal lstters of appointment which are available for inspection
on request

Under the provisions of the Company’s Articles of Association, a
Director appointed dunng the year 1s required to retire and seek
election by shareholders at the next Annual General Mesting
Drrectors are required to submit themselves for re-election at least
once every three years Directors who have served for more than
nine years or who are directors of another investment trust
managed by Baillie Gifford offer themselves for re-election
annually

Appointments to the Board are made on menit with due regard for
the benefits of diversity including gender The pnonty in appointing
new directors 1$ to identify the candidate with the best range of
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skills and expenence to complement existing Directors The
Board therefore does not consider it appropnate to set diversity
targets

The names of Directors retinng and offenng themselves for
re-election together with the reasons why the Board supports the
re-elections are set out on page 17

Independence of Directors

All the Directors are considered by the Board to be independent
of the Managers and free of any business or other relationship
which could interfere with the exercise of their ndependent
judgement

The Directors recegnise the importance of succession planning
for company boards and review the Board composition annually
The Board 1s of the view that length of service will not necessanly
compromise the independence or contnbution of directors of an
Iinvestment trust company, where continuity and expenence can
be a benefit to the Board The Board concurs with the view
expressed in the AIC Cade that long serving Directors should not
be prevented from being considered independent

Miss JGK Matterson, having served on the Board for more than
rine years and Mr DCP McDougall, having served on the Board
for more than nine years and being a director of The Monks
Investrment Trust PLC, which 1s also managed by Baille Gifford,
offer themsetves for re-election annually Following formal
performance evaluation, the Board has concluded that Miss JGK
Matterson and Mr DCP McDougall continue to be independent in
character and judgement and thewr skills and extensive financial
services expenence add significantly to the strength of the Board

The Board believes that none of the other commitments of Miss

JGK Matterson and Mr DCP McDougall, as set out on page 16 of

this report, interfere with the discharge of therr duties to the
Company and the Board 15 satisfied they are capable of devoting
sufficient time to the Gompany

Meetings

There 1s an annual cycle of Board mestings which i1s designed to
address, in a systematic way, overall strategy, review of
investment policy, Investment performance, marketing, revenue
budgets, dmdend policy and commurication with shareholders
The Board considers that it mests sufficiently regularly to
discharge its duties effectively The table below shows the
attendance record for the Board and Committee Meetings held
dunng the year The Annual General Mesting was attended by all
Directors

Directors’ Attendance at Meetings

Audit Nomunation

Board Committee Committee

Number of meetings 7 2 1
JGK Matterson 7 2 1
EG Creasy 6 2 1
DCP McDougall* 7 - 1
EC Scott 7 2 1

“Mr DCP McDougall 1s not a member of the Audit Committee




Nomination Committee

The Nomination Committee consists of all the non-executive
Directors and the Chairman of the Board 1s Charman of the
Committee The Commitiee meets at least annually and at such
other times as may be required The Comrmittee has written terms
of reference that include reviewing the Board, identifying and
nominating new candidates for appontment to the Board, Board
appraisal, succassion planning and training The Committes also
considers whether Directors should be recommended for re-
election by shareholders The Committee 1s responsible for
congsidening Directors’ potential conflicts of interest and for making
recommendations to the Board on whether or not potential
conflicts should be authonsed The Committee’s terms of
reference are available on request from the Company and are on
the Company’s page of the Managers’ website

www pacifichonzon co uk

Performance Evaluation

An appraisal of the Chairman, each Director and a performance
evatluation and review of the Board as a whole and of the

I Committees was carried out dunng the year After inwiting each

Director and the Chairman to consider and respond to an
evaluation questionnaire, the performance of each Director was
apprased by the Charrman and the Chairman’s appraisal was led
by Mr EG Creasy, the Senior Independent Director

The appraisals and evaluations considered, amongst other
critena, the balance of skills of the Beard, training and
development requirements, the contnbution of indvidual Directors
and the overall effectiveness of the Board and the Commutiees
Following this process it was concluded that the performance of
each Director, the Chairman, the Board and the Committees

l continues to be effective and each Director and the Chairmnan

—- 8 _remain committed to the Company———

A review of the Charman’s and other Directors' commitments
was carried out and the Board i1s satisfied that they are capable of
devoting sufficient time to the Company There were no significant
changes to the Charman’s other commitments dunng the yesar

l Induction and Training
New Directors are provided with an induction pregramme which 1s
tallored to the particular circumstances of the appaintee Briefings
were provided durng the year on industry and regulatory matters
I Directors receve other relevant trantng as necessary

Remuneration

As all the Directors are non-executive there s no requirernent for a

separate Rermuneration Committee Directors’ fees are

considered by the Board as a whole within the limits approved by

shareholders The Company's policy on remuneration 1s set out in
I the Directors’ Remuneration Report on pages 25 and 26

Audit Committee
The report of the Audit Committee Is set out on pages 23 and 24

Internal Controls and Risk Management
The Directors acknowledge their responsibiity for the Company's
l nsk management and internal controls systems and for reviewing
therr effectivenass The systems are designaed to manage rather
than eliminate the nsk of falure to achieve business objectives
and can only provide reasonable but not absolute assurance
' agamnst matenal misstatement or loss
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The Board confirms that there 1s an ongoing process for
identifying, evaluating and managing the significant nsks faced by
the Company in accordance with the guidance ‘Internat Control
Rewvised Guidance for Directors on the Combined Code’

The practical measures in relation to the design, implementation
and maintenance of control policies and procedures to safeguard
the Company’s assets and to manage its affarrs properly,

including the maintenance of effective operational and compliance
controls have been delegated to the Managers and Secretanes

The Board oversees both the functions delegated to the
Managers and Secretanes and, with effect from 1 July 2014, the
controls managed by the AIFM in accordance with the Alternative
Investment Fund Managers Directive (as detalled below) Ballle
Gifford & Co’'s Internal Audit and Compliance Departments and
the AIFM's permanent nsk function provide the Audit Committee
with regular reports on their monitoring programmes The
reporting procedures for these departments are defined and
formahsed within a service level agreement Ballle Gifford & Co
conducts an annual review of its system of internal controls which
1s documented within an internal controls report which complies
with ISAE 3402 and Technical Release AAF 01/06 - Assurance
Reports on Internal Controls of Service Organisations made
avallable to Third Parties This report 1s independently reviewed by
Ballie Gifford & Co's auditors and a copy 1$ submitted to the Audit
Committee

A report identifying the matenal nsks faced by the Company and
the key controls employed to manage these nsks 1s reviewed by
the Audit Committee

These procedures ensurs that consideration s given regularty to
the nature and extent of nsks facing the Company and that they
are belng actively monitored Whera changes In nsk have been

assess whether further action 15 required to manage these nsks

The Directors confirm that they have reviewed the effectiveness of
the Company's nsk management and internal controls systems
and they have procedurres in place to review therr effectiveness on
aregular basis No significant weaknesses were identified in the
year under review and up to the date of this Report

The Board confirms that these procedures have been in place
throughout the Company's financial year and continue to bein
place up to the date of approval of this Report

With effect from 1 July 2014, the Company entered into
arrangements to comply with the Alternative Investment Fund
Managers Directive The Company appointed BNY Melion Trust &
Depositary (UK) Limited as its Depositary and Baille Gifiord & Co
Limited as its AIFM

The Depositary’s responsibilities include cash menitonng, safe
keeping of the Company's financial instruments, venfying
ownership and maintaning a record of other assets and
monirtoring the Company's compliance with investment Imits and
leverage requirements The Depositary 1s lable for the loss of
financial nstrurnents held in custody The Depositary will ensure
that any delegate segregates the assets of the Company The
Depositary has delegated the custody function to The Bank of
New York Mellon SA/NV (London Branch) {'the Custodian’) The
Custodian prepares a report on its key controls and safeguards
which 1s Independently reviewed by KPMG LLP
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The Depositary provides the Audit Committes with a report on its
monitoring activities

The AIFM has established a permanent nsk management function
to ensure that effective nsk management polictes and procedurss
are In place and to monitor compliance with nsk imits The AIFM
has a nsk management policy which covers the nsks asscciated
with the managemsnt! of the portfclio, and the adequacy and
effectivenass of this policy 1S reviewed and approved at least
annually This review includes the nsk management processes
and systems and limits for each nisk area

Tha nigk imits, which are set by the AIFM and approved by the
Board, take into account the objectives, strategy and nsk profile
of the portfolio These limits, including leverage {see note 19 on
page 44), are monitored and the sensitivity of the portfolio to key
risks 1s undertaken pernodically as approprate to ascertain the
impact of changes in key vanables in the portfolio Exceptions
from Iimits moritoring and stress testing are escalated to the
AIFM and reported to the Board along with remedial measures
being taken

Going Concern

In accordance with the Financial Reperting Councit’s guidance on
geing concern and liquidity nsk, the Directors have undertaken a
rigorous review of the Company's ability to continus as a going
concern The Company's pnncipal risks are market related and
include market nsk, Iiquidity nsk and credit nsk An explanation of
these nsks and how they are managed 1S contaned in note 18 to
the Financial Statements

The Company’s assets, the majonty of which are investments in

quoted securties which are readily realisable, exceed its liabilities

signfficantly All borrowings require the prior approval of the Board
___The Board approves borrowing and geanng limits and reviews-—— —
regularly the amounts of any borrowing and the level of gearing as
wall as compliance with borrowing covenants In accordance with
the Company's Articles of Association, shareholders have the
nght to vote on the continuation of the Company every five years,
the next vote being in 2016 After making enquines and
constdering the future prospects of the Company and
notwithstanding the above, the Financial Statements have been
prepared on the going concern basis as 1t 1s the Directors’ opinion

foreseeable future

Refations with Shareholders

The Board places great mportance on communicaton with
shareholders The Company's Managers meet regularly with
shareholders and report shareholders’ views to the Board The
Chairman and Directors also attend soms shareholder
presentations in London and Edinburgh with the Managers, as
well as maintaining open lines of commurnication with market
participants and investors in the Company, separate of the
Managers' involvemenit, in order to ascertain views on corporate
matters The Charman is available to meet with shareholders as
appropriate Shareholders wishing to communicate with any
members of the Board may do so by wnting to them at the
Secretanes’ address on the back cover or through the Company's
corporate broker, JP Morgan Cazenove (see contact details on
the back cover)
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that the Company will continue In operational existence for the \)

/WMMW

The Company’s Annual General Meeting provides a forum for
communication with all shareholders The level of proxies lodged
for each resolution 1s announced at the Meeting and 1s published
on the Company’s page of the Managers’ website

www pacifichonzon co uk subsequent to the meeting The notice
penod for the Annual General Meeting 1§ at least twenty working
days Shareholders and potential Investors may obtan up-to-date
information on the Company at www pacifichorizon co uk

Corporate Governance and Stewardship

The Company has given discretionary voting powers to Ballie
Gifford & Co The Managers vote against resclutions they
consider may damage sharsholders’ nghts or economic interests

The Company belisves that it 1s in the shareholders’ interests to
consider environmental, social and governance ('ESG') factors
when selecting and retaining investments and have asked the
Managers to take these Issues Into account as long as the
Investment objectives are not compromised The Managers do
not exclude companies from therr investment universe purely on
the grounds of ESG factors but adopt a positive engagement
approach whereby matters are discussed with management with
the aim of improving the relevant policies and management
systems and enabling the Managers to consider how ESG factors
could impact long term investment returns The Managers'
statement of compliance with the UK Stewardship code can be
found on the Managers’ website at www ballliegifford com The
Managers' policy has been reviewed and endorsed by the Board

By wirtue of having a London stock market listing the Company
has been invited to respond to the Carbon Disclosure Project’s
annual Information request on chmate change The Managers,
Bailie Gifford & Co, are signatones to Carbon Disclosure Project
_as well as the United Nations Principles for Responsible________ __
Investment

By order of the Board
Jean Matterson
Charman

21 September 2015




Audit Committee Report

The Audit Committee consists of all the Directors except Mr DCP
McDougall The members of the Cornmittes consider that they
have the requisite financial skills and expenence to fulfll the

l responsibilities of the Committee Mr EG Creasy 18 Chairman of
the Audit Committee The Committee’s authonty and duties are
clearty defined within its wnitten terms of reference which are
available on request from the Company Secretanes and at
www pacifichonzon co uk The terms of reference are reviewed
annually

The Committee's effectiveness is reviewed on an annual basis as
I part of the Board's performance evaluation process

At least once a year the Committee meets with the external
Auditor without any representative of the Managers being present

Main Activities of the Committee
The Committee met twice during the year and Ernst & Young LLP,
the external Auditor, attended one of these meetings Baille

I Gifford & Co's Internal Audit and Compliance Departments and
the AIFM’s permanent nisk function prowvided reports on therr
monitonng programmes for these meetings

The matters constdered, monitored and reviewed by the
Committee duning the course of the year included the following

— the preliminary results announcement and the annual and
half-yearly reports,

— the Company's accounting policies and practices,
— the regulatory changes impacting the Company,

— the farness, balance and understandability of the Annual
Report and Financial Statements and whether 1t provided the
information necessary for sharsholders to assess the
Company's performance, business model and strategy,

—1he effectiveness of the Company's intermal control
environment,

regppointment, remuneration and engagement letter of the
external Auditor,

whether the audit services contract should be put out to
tender,

the policy on the engagement of the external Auditor to supply
non-audit services,

Auditor,
the need for the Company to have its own internal audit function,

l — the independence, objectiity and effectiveness of the external

internal controls reports receved from the Managers and
custodians, and

— the arrangements in place within Baille Gifford & Co whereby
therr staff may, In confidence, raise concems about possible
improprieties in matters of financial reporting or other matters

Internal Audit
The Committee continues to belisve that the compliance and
internal control systemns and the internal audit function in place
within the Investment Managers provide sufficient assurance that
l a sound systern of internal control, which safeguards shareholders’
Investment and the Company's assets, I1s mantained An internal
audit function, specific to the Company, 1s therefore considered
unnecessary
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Financial Reporting

The Committee considers that the most significant 1ssues hikely to
affect the Financial Statements are the existence and valuation of
investments, as they represent 97 1% of total assets

The majonty of the investments are in quoted secunties and
market prices are readily avalable from independent external
pncing sources The Committee reviewed the Managers' Report
on Internal Controls which detalls the controls In place regarding
recording and pncing of investments and the reconciiation of
investment holdings to third party data

The value of all isted investments at 31 July 2015 were agreed to
external price sources and the holdings agreed to confirmations
from the Company's custochian

The Managers confirmed to the Committee that they were not
aware of any matenal misstatements in the context of the
Financial Statements as a whole

Internal Controls and Risk Management

The Committee reviewed the effectiveness of the Company’s rnisk
management and internal contrels systems as described on
pages 21 and 22 No significant weaknesses were identified in the
year under review

External Auditor
To fulfil its responsibility regarding the independence of the
external Auditor, the Cormmittee reviewed

— the audit plan for the current year,

— areport from the Audrtor descnbing its arrangements to
manage auditor independence and recerved confirmation of
its Independencs, and

— - the extent-of non-audit senaces provided by the external— -
Auditor Non-audit fees for the year to 31 July 2015 were
£18,750 and related to taxation and procedural serwces In
connection with the tender offers implemented dunng the
year The Commities does not believe that this has impaired
the Auditor's independence

To assess the effectiveness of the external Auditor, the Committee
reviewed and considered

— the Auditor's fulfilment of the agreed audit plan,

— responses to the ICAS Annual Audit Assessment
Questionnarre,

— feedback from the Secretanes on the performance of the
audit team, and

— the Audit Qualty Inspection Report from the FRC

To fulfil its responsibility for oversight of the external audit process
the Committee considered and reviewed

— the Auditor’s engagement letter,

— the Auditor's proposed audrt strategy,

— the audt fee, and

— areport from the Auditor on the conclusion of the audit
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l Ernst & Young LLP have been engaged as the Company’s Auditor
for 25 years The audit partners responsible for the audit are
rotated at least every five years in accordance with professional
l and regulatory standards in order to protect independence and
objectivity and to provide fresh challenge to the business The
current lead audit partner, Mr Amarit Singh, has besn in place for

three years and will continue as partner until the conclusion of the
2017 audtt

Ernst & Young LLP have confirmed that they believe they are
independent within the meaning of regulatory and professicnal
requirements and that the objectivity of the audit partner and staff
Is not Impaired

Having carmed out the review described above, the Committes 1S
satigfied that the Auditor remains independent and effective and
as such, has not considered it necessary to conduct a tender
process for the appointment of its Auditor at this stage In
accordance with FRC guidance, the Committee will consider
conducting a tender process dunng the year to 31 July 2017 to
coincide with the five year rotation cycle of the current partner,
Mr Amamit Singh

The Committes 1S aware that EU requlations in relation to the
statutory audits of EU isted companiss will require the Company
to change its audit firm by 2020

There are no contractual obligations restncting the Committee’s
choice of external auditor

Accountability and Audit

The respective rosponsibilities of the Directers and the Auditor in
connection with the Financial Statements are set out on pages 27
to 29

By order of the Board

Edward Creasy

Chairman of the Audit Committee
“2\ Septernber 2015

Wﬁ”ﬁ
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"~ ~ - Compariy’s Articles of Association which 1s currently £150,000

Directors’ Remuneration Report

This report has been prepared In accordance with the
requrrements of the Companies Act 2006

Statement by the Chairman

The Directors’ Remuneration Policy Is subject to shareholder

approval every three years or soonar if an alteration to the policy

15 proposed The Remuneration Policy which 1s set out below was
I approved at the Annuat General Meeting in October 2014 and no

changes are proposed

The Board reviewed the level of fees during the year and it was
l agreed there would be no change to the fees The fees were last
increased on 1 August 2014

Directors’ Remuneration Policy

The Board 1s composed wholly of non-executive Directors, none
of whom has a service contract with the Company There 1s no
separate Remuneration Committee and the Board as a whole
considers changes to Directors’ fees from time to time Bailie Gifford
& Co Limited, the Company Secratanes, provides comparative
information when the Board considers the level of Directors’ fees

The Board’s policy 1s that the remuneration of Directors should be
set at a reasonable level that 1s commensurate with the duties
and responsibilites of the role and consistent with the requirement
to attract and retain Directors of the appropnate quality and

I experience The Board believes that the fees paid to the Directors
should reflect the expenence of the Board as a whols, be farr and
should take account of the level of fees paid by comparable
investment trusts Any views expressed by shareholders on the

I fees being paid to Directors will be taken into consideration by the
Board when reviewing the Board's policy on remuneration

The fees for the non-executive Directors are payable six menthly
in arrears and are determined within the imit set out In the

Directors’ Remuneration for the Year (audited)

Governance Report

per annum In aggregate Any change to this imit requires
shareholder approval Non-executive Directors are not shigible for
any other remuneration or benefits apart from the reimbursement
of allowable expenses There are no performance conditions
relating to Directors’ fees and there are ne long-term incentive
schemes or pension schemes No compensation 1S payable on
loss of office

The fess payable to Directors in respect of the year ended 31 July
2015 and the expected fees payable in respect of the year ending
31 July 2016 are set out in the table below The fees payable to
the Directors in the subsequent financial penods will be
determined following an annual review of the Directors' fees

Expected
fees for the
year ending Fees as at
31 July 2016 31 July 2015
£ £
Chairman's fee 30,000 30,000
Non-executive Director fee 20,000 20,000
Additional fee for the Chairman of the
Audit Committee 2,500 2,500
Total aggregate annua! fees that can be
pad te the Directors in any year under the
Directors’ Remuneration Policy, as set out
in the Company’s Articles of Association 150,000 150,000

Annual Report on Remuneration
An ordinary resolution for the approval of this report wll be put to
the members at the forthcoming Annual General Meeting

The law requires the Company's Auditor to audit certain of the
disclosures provided In this report Where disclosures have been

~ audrted they are Indicated as such The'Auditor's cpinionis™

included in the Independent Auditor's Report on pages 28 and 29

The Directors who served dunng the year received the followtng remunsration in the form of fees and taxable benefits This represents

the entire remuneration paid to the Directors

2015 2014

2015 Taxable 2015 2014 Taxable 2014

Fees benefits * Total Fees benefits * Total

Name £ £ £ £ £ £
JGK Matterson {Chairman) 30,000 - 30,000 23,000 - 23,000
EG Creasy (Charman of Audit Committee) 22,500 2,968 25,468 19,500 1,669 21,169
DCP McDougall 20,000 - 20,000 17,000 - 17,000
EC Scoit 20,000 2,634 22634 17,000 1,050 18,050
92,500 5,602 98,102 76,500 2,719 79,219

* Comprises expanses Incurred by Directors in the course of travel to attend Board and Committee mestings held at the Edinburgh offices of

l Baille Gifiord & Co Limited, the Company's Secrataries
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Directors’ Interests (audited)

The Directors at the end of the year under review and ther interests
In the Company are as shown n the foliowing table There have
been no changes intimated in the Directors’ interests up to 18
September 2015

Ordinary 10p Ordinary 10p

Nature shares held at  shares held at

Name of interest 31 July 2015 1 August 2014
JGK Matterson Beneficial 157,168 156,588
EG Creasy Bensficial 16,400 16,400
DCP McDougall Benesficial 823,853 823,853
EC Scott Beneficial 6,103 6,103

Statement of Voting at Annual General Meeting

At the last Annual General Meeting, of the proxy votes receved In
respect of the Directors’ Remuneration Policy, 99 5% were in
favour, O 4% were aganst and votes withheld were 0 1% and in
respect of the Diectors’ Remuneration Report, 99 6% wers In
favour, O 3% were against and votes withheld wera 0 1%

Relative Importance of Spend on Pay

As the Company has no employees, the Directors do not
consider It appropriate to present a table comparing remuneration
paid to employeas with distributions to shareholders
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Company Performance

The following graph compares, for the six financial years ended

31 July 2015, the share price total return {assurming all dmdends
are reinvested) to Pacific Honzon ordinary shareholders compared
to the total sharsholder return on a notional iInvestment made up
of shares in the compenent parts of the FTSE All-Share Index
This iIndex was chosen for comparison purposes as it 1S a widely
used measure of performance for UK listed compares The
Company's comparatve index s provided for information
purposes only

Performance Graph
Pacific Horizon's Share Prnice, FTSE All-Share Index and
Comparative Index* {figures based to 100 at 31 July 2009)

Past performance 1s not a guide to future performance

Approval

The Directors’ Remuneration Report on pages 25 and 26 was
approved by the Board of Directors and signed on its behalf on
21 September 2015

Jean Matterson
Chairman

UWM“’/\W
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Statement of Directors’ Responsibilities in Respect
I of the Annual Report and the Financial Statements

The Directors are responsible for prepanng the Annual Report, the
Directors’ Remuneration Report and the Financial Statements in
accordance with applicable law and regulations

Company law requires the Directors to prepare Financial
Statements for each financial year Under that law the Directors
have elected to prepare the Financial Statements in accordance
with United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice) Under company law
the Directors must not approve the Financial Statements unless
they are satisfied that they give a true and far view of the state of
affarrs of the Company and of the profit or loss of the Company
for that period In prepanng these Financial Staterments, the
Directors are required to

— select sutable accounting policies and then apply them
consistently,

— maks judgements and accounting estimates that are
reasonable and prudent,

— state whether applicable UK Accounting Standards have been
followed, subject to any material departures disclosed and
explained in the Financial Statements, and

— prepare the Financial Statements on the going concern basis
unless it 1s nappropriate to presume that the Company will
continue In business

The Directers are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any ttme
the financial position of the Company and enable them to ensure
that the Financial Statements comply with the Companies Act
2006 They are also responsible for safeguarding the assets of the

The Directors have delegated responsibility to the Managars for
the maintenance and integnty of the Company's page of the
Managers’ website Legislation in the Unmited Kingdom goveming
the preparation and dissemination of Financial Statements may
differ from legislation in other junsdictions

The work carmed out by the Auditor does not involve any
consideration of these matters and, accordingly, the Auditor
accepts no responsibility for any changes that may have occurred
to the Financial Statements since they were iritially presented on
the website

Each of the Directers, whose names and functions are listed
within the Directors and Managers section confirm that, to the
best of therr knowledge

— the Financial Statemenits, which have been prepared in
accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) give a true and farr view of the assets,
lrabihties, financial position and net return of the Company,

— the Annual Report and Financial Statements taken as a whole,
1s far, balanced and understandable and prowvides the
information necessary for sharsholders to assess the
Company's performance, business medel and strategy, and

— the Strategic Report includes a far review of the development
and performance of the business and the position of the
Company, together with a descnption of the pnncipal nsks
and uncertainties that it faces

By order of the Board
Jean Matterson --——-——--——-—"—"""""~"" "7

prevention and detection of fraud and other iregulanties

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

Charman
21 September 2015

J/ TV Y VN
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Independent Auditor’s Report

to the members of Pacific Horizon Investment Trust PLC

Opinion on Financial Statements
In our opinion the Financial Statements

— give a true and fair view of the state of the Company’s affars as
at 31 July 2015 and of its net return for the year then ended,

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

— have been prepared in accordance with the requirements of
the Companies Act 2006

Opinion on other matters prescribed by the
Companies Act 2006

In our opinicn

— the part of the Directors’ Remuneration Report to be audited
has been properly prepared in accordance with the
Companes Act 2008,

the information given in the Strategic Report and the
Directors' Report for the financial year for which the Financial
Statements are prepared I1s consistent with the Financial
Statements, and

— the information given in the Corperate Governance Staternent
set out on pages 21 and 22 with respect to the internal
control and nisk management systems in relation to financial
reporting processes and about share capital structures 1s
consistent with the Financial Statements

What we have Audited

We have audited the Financial Statements of Pacific Honzon
Investment Trust PLC (‘the Company’} for the year ended 31 July
2015 which compnse the Income Statement, the Balance Shaet,

— ""—the Reconciation of Movements in Shareholders’ Funds, Cash’

Flow Statement and the related notes 1 {o 19 The financial
reporting framework that has been applied in therr preparation 1$
applicable law and United Kingdorn Accounting Standards
(Urited Kingdorn Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body,
in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might
state to the Company’s members those matters we are required
to state to them in an auditor’s report and for no other purpose

To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the
Company’s mambers as a body, for our audit work, for this report,
or for the opinions we have formed

Respective Responsibilites of Directors and Auditor
As explaned more fully in the Directors’ Responsibilities
Statement set out on page 27, the Directors are responsible for
the preparation of the Financial Statements and for being satisfied
that they give a true and farr wew Our responsibility 1s to audit
and express an opinion on the Financial Staternents In
accordance with applicable law and International Standards on
Auditing (UK and Irefand) Those standards require us to comply
with the Audting Practices Board’s Ethical Standards for Auditors
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The Scope of the Audit of the Financial Statements
An audit Involves obtaining evidence about the amounts and
disclosures in the Financial Statements sufficient to give
reasonable assurance that the Financial Statements are free from
matenal misstatement, whether caused by fraud or error This
includes an assessment of whether the accounting policies are
appropnate to the Company’s circumstances and have been
consistently applied and adequately disclosed, the
reascnableness of significant accounting estimates made by the
directors, and the overall presentation of the Financial Statements

In addition, we read all the financial and non-financial information
in the Company’s Annual Report and Financial Statements to
identify matenal inconsistencies with the audited Financial
Statements and to identify any information that i1s apparently
matenally iIncorrect based on, or matenally inconsistent with, the
knowledge acquired by us in the course of performing the audit If
we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Our Assessment of the Risk of Material Misstatement
and our Audit Response

The nsk identified in the table below represents the nsk of matenal
misstatement that had the greatest impact on our audit strategy
and approach for the year ended 31 July 2015 (including the
alocation of resources and directing the efforts of the
engagement team) The table alsc includes our audit response to
this nsk

Risk identified QOur response

The valuation of the assets held  We agreed the year end prices
—in the investment portfalio 15 the - of the nvestments to an- —
key drver of the Company’s indspendent source We did not
investment return The value of  wdentify any matenal differences

the Company’s nvaestment
portfolio at 31 July 2015 was
£135m [movements in the
investment portfolio are shown
In note 9 to the Financial
Statermentis)

Incorrect asset pricing or a
falure to maintain proper legal
title of the assets held by the
Company could have a
significant impact on portfolic
valuation and, therefore, the
return generated for
shareholders

We agreed the number of
shares held in geach securnity to a
confirmation of legal titfe
receed from the Company's
custodian

Qur Application of Matenality
We have defined the concept of matenality and performance
matenality below

We determined matenality for the Company to be £1,252,000
which 1s 1% of total shareholders’ funds (2014 - £1,409,000
based on 1% of total shareholders’ funds) We have derved our
matenality calculation based on a proportion of total shareholders’
funds as we consider it to be the most important financtal metnc
on which shareholders would judge the performance of the
Company




We determined performance matenalty for the Company to be
‘ 75% of matenality, or £939,000 (2014 75% of matenality or
‘W £1.057,000)

In addition, we agreed with the Audit Committee that we would
report any audit differences in excess of £63,000 (2014 -
£70,000), as well as any differences bslow that threshold that, in
our view, warranted reporting on qualitative grounds

In accordance with the scope of our audit, we define matenalty

l as the magnitude of an omission or misstatement that, indmdually
or in the aggregate, in ight of the surrounding circurnstances,
could reasonably bs expected to influence the economic
decisions of the users of the Financial Statements

We apply the concept of matenality for the purpeses of obtaining
sufficient evidence to give reasonable assurance that the Financial
Statements are free from matenal misstatement For this reason,
we also define a separate performance matenalty threshold which
reflects our tolerance for misstatement 1n an indadual account
balance and I1s set as a proportion of our overall matenality

Our objective in setting the performance matenalty threshold is to
identify the amount of testing required in respect of each balance
to reduce to an appropnately low level the probability that the

. aggregate of any uncorrected and undetected misstatements In
the Financial Statements as a whole exceeds our materality level

We evaluate any uncorrected migstatemsnts and potential audit
differences against both the quantitative measures of matenahty
discussed above and in the light of other relevant qualitative
considerations

We applied the concept of materiality in planning and performing
our audht, n evaluating the effect of iIdentified misstatements on

7 our audit and of uncorrected migstatements on the Financial

our overall audit strategy, we determined the magnitude of

omissions or uncorrected misstaternents that we judged would

be material to the Financial Statements as a whole This provided

a basis for determining the nature of our rnsk assessment

procedures, identifying and assessing the nisks of matenal

misstatement and dstermining the nature, timing and extent of
' further audit procedures

' Statements, and in forming our audit opinion When establishing

Matters on which we are required to report by
exception

We are required by the International Standards on Auditing (UK
and Ireland}, the Companies Act 2006 and the Listing Rules to
report to you by exception If certain matters are identified duning
the course of our audit These matters are isted below and we
have nothing to report in respect of any of these matters

Under the ISAs (UK and Ireland), we are required to report to you
if, N our opinion, information in the Annual Report is

matsrially inconsistent with the information i the audited
Financial Statements, or

Inconsgistent with, our knowledge of the Company acguired In
the course of performing our audit, or

I otherwise misleading

— apparently matenally ncorrect based on, or matenally

Financial Report

In particular, we are required to consider whether we have
dentified any inconsistencies between our knowledge acquired
dunng the audit and the directors’ statement that they consgider
the annual report Is farr, balanced and understandable and
whether the annual report appropnately discloses those matters
that we communicated to the audit committee which we consider
should have been disclosed

Under the Companies Act 2006 we are required to report to you
if, 1IN our opinion

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

— the Financial Statements and the part of the Directors’
Remuneration Report to be audited are not 1n agreement with
the accounting records and retumns, or

— certain disclosures of directors' remuneration specified by law
are not mads, or

— we have not received all the information and exptanations we
require for our audit

Under the Listing Rules we are required to review

— the Directors' statement, set out on page 22 in relation to
going concern, and

— the part of the Corporate Governance Statement relating to
the Company's comphance with the ten prowisions of the UK
Corporate Governance Code specified for our review

8\,&{&{9_&_@
Amanjit Singh (Senior StatufdryAuditor)
for and on behalf of Emst & Young LLP— 77~

Statutory Auditor, London
21 September 2015
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Financial Report

Income Statement

For the year ended 31 July

2015 2015 2015 2014 2014 2014
Revenue Capital Total Revenue Caputal Total

Notes £'000 £'000 £'000 £'000 £'000 £°000
(Losses)/gans on investments 9 - {338) (338) - 13,723 13,723
Currency losses 13 - (322) (322) - (388) {388)
Income 2 1,886 - 1,886 2,550 - 2,550
Investrent management feo 3 (1,032 - {1,032) {1,029) - (1,029)
Other administrative expenses 4 (397} - (397) (342) - (342)
Net retum before finance costs
and taxation 457 (660) (203) 1,179 13,335 14,514
Finance costs of borrowing 5 (93) - {93) 6) - {6)
Net return on ordinary activities
before taxation 364 (660} (296) 1,173 13,335 14,508
Tax on ordinary actvities 6 (133) - (133) {154) - (154)
Net return on ordinary activities
after taxation 23 (660) {429) 1,019 13,335 14,354
Net return per ordinary share 8 0.35p {0 99p) (0 64p) 140p 18 32p 19 72p

The total column of this staterment 1s the profit and loss account of the Company
All revenue and capital items in this staterment denve from continuing operations No operations were acquired or discontinued during the year
A Statement of Total Recognised Gains and Losses Is not required as all gains and losses of the Company have been reflected in the above

staterment

The accompanying noles on pages 34 to 44 are an integral part of the Financial Statements

30 Annual Report 2015



Balance Sheet

' As at 31 July

Financial Report

205 2015 2014 2014

' Notes £°000 £'000 £'000 £'000

Fixed assets

Investments held at far value through profit or loss 9 135,133 143,875
l Current assets

Debtors 10 276 431

Cash and short term deposits 16/18 4,081 1,274
l 4,337 1,705

Creditors

Amounts falling duse within one year 11 (14,300) {4,463)

Net current habilities (9,963) {2,758}

Net assets 125,170 140,917
l Capital and reserves

Called up share capital 12 6,329 7,013

Share premium 13 3,166 3,166

Capital redemption raserve 13 19,464 18,780

Capital reserve 13 91,441 106,437

Revenue reserve 13 4,770 5,521
l Shareholders’ funds 125,170 140,917

Net asset value per ordinary share 14 197.78p 200 95p

' The Financial Statements of Pacific Honzon Investment Trust PLC (Company Registration number 02342193} on pages 30 to 44 were approved
and authonsed for issue by the Board and were signed on 21 September 2015

' Jean Matterson /
Charman—— ~— —F —j—— _

UAAZN_

The accompanying notes on pages 34 to 44 are an integra!l part of the Financial Statements
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Reconciliation of Movements in Shareholders’ Funds

For the year ended 31 July 2015

Called up Special Capital

share Share distnbutable redemption Capital Revenue Shareholders’

capital premum reserve reserve reserve reserve funds

Notes £000 £:000 £'000 £000 £'000 £'000 £'000

Shareholders’ funds at 1 August 2014 7,013 3,166 - 18,780 106,437 5,521 140,917
Net return on ordinary actmties

after taxation - - - - (660) 231 (429)

Shares purchased for cancellation 12 (684} - - 684 (14,336) - (14,336)

Dndends paid dunng the year 7 - - - - - (982) (882)

Shareholders’ funds at 31 July 2015 6,329 3,166 - 19,464 91,441 4,770 125,170

For the year ended 31 July 2014
Called up Special Capital

share Share distnbutable redemption Capital Revenue Shareholders’

capital premium reserve reserve reserve reserve funds

Notes £'000 £:000 £°000 £'000 £7000 £'000 £'000

Shareholders' funds at 1 August 2013 7.397 3,166 6,499 18,396 93,569 5,611 134,638
Net return on ordinary actvities

after taxation - - - - 13,335 1,019 14,354

Shares purchased for cancellation 12 (384) - (6,499) 384 (467) - (6,966)

Dnidends paid during the year 7 - - - - - (1,109) (1,109)

Shareholders’ funds at 31 July 2014 7,013 3,166 - 18,780 106,437 5,521 140,917

|
*.
|

The accompanying notes on pages 34 to 44 are an integral part of the Financial Statements

32 Annual Report 2015



Financial Report

Cash Flow Statement

l For the year ended 31 July

2015 2015 2014 2014
l Notes £'000 £'000 £'000 £'000
Net cash inflow from aperating activities 15 462 889
Servicing of finance
Interest paid (84) -
Net cash outflow from servicing of finance (84) -
Financial nvestment
Acquisitions of investments {70,065) (38,780)
Disposals of nvestments 78,263 41,909
I Net cash inflow from financial investment 8,198 3,129
Equity dividend paid 7 (982} (1,108)
Net cash inflow before financing 7,594 2,909
l Financing
Shares bought back 12 (14,336) {6,966)
Bank loans repaid (32,563) -
Bank lcans drawn down 42 081 4,124
Net cash outflow from financing (4,818) (2,842)
I Increase in cash 16 2,776 67
Reconciliation of net cash flow to movement in net debt
Increase in cash in the year 16 2,776 87
Translation difference 16 11 (366)
Increass In bank loans 16 (9.518) (4,124)
—— | _Exchange movemnent on bank loans - . 3y {22)
Movement in net debt in the year (7,084} {4,445)
I Net {debt)/funds at 1 August (2,872) 1,573
Net debt at 31 July (9,936) (2,872)

The accompanying notes on pages 34 to 44 are an integral part of the Financial Statements

Pacific Honzon Investment Trust PLC 33



|

F

Financial Report

Notes to the Financial Statements

1 Pnincipal Accounting Policies

The Financial Staternents for the year to 31 July 2015 have been
prepared on the basis consistent with the accounting policies set out
in the Company’s Annual Financial Statements at 31 July 2014

{(a) Basis of Accounting

The Financial Statements are prepared on the assumption that
approval as an investment trust will be retamed

The Financial Statements have been prepared in accordance with The
Companies Act 2008, applicable UK accounting standards and with
the Statement of Recommended Practice ‘Financial Statements of
Investment Trust Companies and Venture Capital Trusts’ 1ssued by
the Association of Investrnent Companies ('AIC") n January 2009

In order to better reflect the acivities of the Company and in
accordance with guidance 1ssued by the AIC, supplementary
information which analysss the profit and loss account between items
of a revenus and capital nature has been presented in the Income
Statement

Financial assets and financial iabilities are recogrised in the
Company’s Balance Sheet when it becomes a party to the
contractual provisions of the instrument

The Directors consider the Company’s functicnal currency to be
sterling as the Company’s shareholders are predorminantly based in
the UK and the Company 15 subject to the UK's regulatory
environmaent

(b} Investments

Investment purchases and sales are recognised on a trade date
basis Gains and losses on investments are recognised in the Income
Statement as capital tems

Investments are designated as held at fair value through profit or loss
on initial recegnition and are measured at subsequent reporting dates
at {awr value The far value of isted secunty investments i1s bid price or,
In {he case of FTSE 100 constituents and holdings on certan ___
racognised overseas exchanges, last traded price The farr value of
unhsted secunty Investments uses valuation techriques, determined
by the Directors, based upon latest dealing prices, stockbroker
valuations, net asset values and other information, as appropnate N
line with the relevant principles of the International Private Equity and
Venture Capital Valuation Guidelnes

The Managers monitor the investment portfclio on a far valus basis
and uss the farr valus basis for investmants in making investment
decisions and monitoning financial performance

(c} Denvatives

The Company may use derivatives for the purpose of efficient
portfolio management (including reducing, transfernng or elminating
risk in 1ts investments and protection aganst currency nsk) and to
achieve capital growth

Such instruments are recognised cn the date of the conitract that
creates the Company's obligation to pay or receve cash flows and
are measured as financial asssts or labiities at far value through
profit or loss at subsequent reporting dates, while the relevant
contracts remain apen The far value 1s determined by reference to
the open market value of the coniract

Where the investment rationale for the use of denvatives 1s to hedge
specific nsks pertaning to the Company’s portfolio composition,
hedge accounting will only be adopted where the dernvative
instrument relates specifically to a single tem, or group of iterns, of
equal and opposits financial exposure, and where the dervative
instrument has been explicilly designated as a hedge of such item(s)
at the date of initial recognition In all other circumstances changes in
the far value of dervative instruments are recognised immediately in
the Income Siaterment as capital or revenue as appropnate
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(d) Income

{it Income from equity investments 1S brought into account on the
date on which the investments are queoted ex-dwvidend or, where
ne ex-dividend date 1s quoted, when the Company’s nght to
receve payment 15 established

Interest from fixed interest securities 15 recognised on an accruals
basis using the effective interest rate basis

{1}

Unfranked investment income includes the taxes deducted at
source

Underwnting commission and interest recevable on deposits are
recogn:sed on an accruals basis

If scrip dividends are taken in leu of dwidends in ¢ash, the net
amount of the cash dwdend declared 15 credited to the revenue
column of the iIncome Statement  Any excess in the value of the
shares received over the amount of the cash dvidend foregone s
recegnised in the capital column of the Income Statement

i)

v

—

i

{e) Expenses

All expenses are accounted for on an accruals basis and are charged
through the revenue column of the Income Statement except where
they relate directly to the acquisition or disposal of an Investment
{transaction costs), In which case they are taken 10 the Income
Statement as a capital item

{fi Finance Costs

Finance costs are accounted for on an accruals basis on an effective
interest rate basis and are charged through the revenue column of the
Income Statement

(9) Taxation

Current tax assets and kabilities are measured at the amount
expected to be recovered from or paid to taxation authorities The tax
rates and tax laws used to compute the amount are those enacted or
substantively enacted at the reporting date

Deferred taxation 1s recognised in respect of all trming differences that
have onginated but not reversed at the balance sheet date where
transactions or events that result in an obligation to pay more, or nght
to pay less, tax in future have occurred at the balance sheet date
Thus 1s subject to deferred tax assets only being recogrused if it 1s
considered more lkely than not that there will be suitable profits from
which the future reversal of the underlying timing differences can be
deducted Timing differences are differences ansing between the
Company’s taxable profits and its resuits as stated in the Financial
Staterments which are capable of reversal in one or more subsequent
penods Deferred tax 1s measured without discounting and based on
enacted tax rates

(h) Foreign Currencies

Transactions invohng foreign currencies are converted at the rate
rufing at the time of the transaction Assets and labilities in foreign
currencies are translated at the closing rates of exchange at the
balance shest date Any gain or loss ansing from a change In
exchange rate subsequent to the date of the transaction is included
as an exchange gain cr loss in the Income Statement as capital or
revenue as appropriate

(i} Capital Reserve

Gamns and losses on disposal of investments, changes in the far value
of investments held and realised and unrealised exchange differences
of a capital nature are dealt with in this reserve after being recognised
in the Income Statement Purchases of the Company’s own shares
for cancellation may be funded from this reserve and can also be
funded from the special distributable reserve

{ Single Segment Reporting
The Company 15 engaged In a single segment of business, being

nvestrment business, consequently no business segmental analysis i1s
provided
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Income
2015 2014
£'000 £'000
Income from financial assets designated at fair value through profit or loss
Listed overseas dividends 1,886 2,550
Total Income 1,886 2,550
Investment Management Fee
2015 2014
£'000 £'000
Investment management fee 1,032 1,029

Details of the Investment Management Agreemeant are s&t out on page 17 The annual management fee 15 0 95% on the first £50m of net
assets and 0 65% on the balance Management fees are calculated on a quarterly basis

Other Administrative Expenses

2015 2014

£'000 £'000

General administrative expenses 285 247
Directors’ fees a3 77
Auditor's remuneration for audit services 19 18
397 342

In the year ended 31 July 2015 the Company incurred non-audit fees of £18,750* (2014 - £12,7507) in respect of taxation and procedural
servicas In connaction with the tender offer mplemented during the year As such costs relate to the repurchase of the Company's own
shares, they are capital in nature and are included within the cost of shares purchased {or cancellation of £14,336,000 (2014 - £6,966,000}
daetaled In note 12 on page 39 There were no cther non-audit fees In the ysar to 31 July 2015 or 31 July 2014

- *In accordance with the tender-agresment,-the costs relating to the tender_offer are initially borne by the Company, however these costs are

then re-apportioned to the shareholders participating in the tender offer as they are included in the calculation of the tender price —

Finance Costs of Borrowings

2015 2014
£000 £'000
Bank loans a3 6
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6 Tax on Ordinary Activities

2015 2014
£'000 £'000
Analysis of charge in the year
Cverseas taxation 133 154
Factors affecting the tax charge for the year
The tax assessed for the year I1s higher (2014 - lower) than the average standard rate of
corporation tax in the UK of 20 67% (2014 — 22 33%)
The differences are explained below
Net return on ordinary actvities before taxation (296) 14,508
Net return on ordinary activities multiplied by the average standard rate of corporation tax i the
UK of 20 67% (2014 — 22 33%) (61) 3,240
Caprtal (losses)/gains not taxable 136 (2,978)
Overseas dvidends not taxable (390) (547)
Taxable expenses in the year not utilised 315 285
Overseas tax 133 154
Current revenue tax charge for the year 133 154

As an investment trust, the Cormpany's capital gains are not taxable

At 31 July 2015 the Company had a potential deferred tax assst of £1,724,000 (2014 - £1,420,000) n respect of taxable losses which are
avallable to be camed forward and offset against future taxable profits A deferred tax asset has not been provided on these losses as it 1S
considered unlikely that the Company will make suitable taxable revenue profits in excess of deductible expenses In future pericds The
potential deferred tax asset has been calculated using a corporation tax rate of 20% (2014 ~ 20%)

7 Ordinary Dividends
2015 2014 2015 2014
£'000 £°000
—Amounts recognised as distnbutions in theyear. . __
Previous year's final {paid 5 November 2014) 1.40p 150p 982 1,109
Also set out below the total dvidends paid and proposed In respect of the financial year, which is the basis on which the requirements of
Section 1158 of ths Corporation Tax Act 2010 are considered The revenus for the year avallable for distribution by way of dwvidend 1s
£231,000 (2014 - £1,019,000)
2015 2014 2015 2014
£'000 £'000
Amounts paid and proposed in respect of the financial year
Proposed final dvidend per ordinary share (payable 11 November 2015} 0 35p 140p 222 082
8 Net Return per Ordinary Share
2015 2015 2015 2014 2014 2014
Revenue Caputal Total Revenue Capital Total
Net return on ordinary actvties after taxation 0 35p (0.99p) (0.64p} 1.40p 18.32p 1972p
Revenus return per ordinary share 1s based on the net revenue return on ordinary actiities after taxation of £231,000 (2014 - £1,019,000)
and on 66,526,663 {2014 - 72,777 ,640) ordinary shares, being the weighted average number of ordinary shares in 1ssue during the year
Caprtal return per ordinary share 1 based on the net capital loss for the financial year of £660,000 (2014 — net capital gain of £13,335,000}
and on 66,526,663 (2014 ~ 72,777 ,640) aordinary shares, being the weighted average number of ordinary shares in issue dunng the year
Total return per ordinary share is based on the totat loss for the financial year of £429,000 (2014 - total gain of £14,354,000) and on
66,526,663 (2014 - 72,777 ,640) ordinary shares, being the weighted average number of ordinary shares in 1ssue duning the year
There are no difutve or potentially dilutive shares in 1ssue
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Fixed Assets - Investments

Level 1 Level 2 Level 3 Total
As at 31 July 2015 £'000 £'000 £'000 £'000
Listed equities 135,133 - - 135,132
Total financial asset investments 135,133 - - 135,133

tavel 1 Level 2 Level 3 Total
As at 31 July 2014 £000 £'000 £'000 £'000
Listed equittes 143,675 - - 143,675
Total financial asset investments 143,675 - - 143,675

Investments in securities are financial assets designated at farr value through profit or loss on nitial recogribon In accordance with Financial
Reporting Standard 29 ‘Financial Instruments Disclosures’, the preceding tables provide an analysis of these investments based on the fair
value hierarchy described below

Fair Value Hierarchy

The far value hwerarchy used to analyse the far values of financial assets 1s descnbed below The levels are determined by the lowest (thai 1s
the least reliable or least ndependently ohservable} level of Input that i1s significant to the farr value measurement for the individual Investment
N its entirety as follows

Level 1 — investments with quoted prices In an active market,

Level 2 - investments whose far value is based directly on observable current market prices or 1s indirectly being derved from market
prices, and

Level 3 — investments whose far value is determined using a valuation technique based on assumptions that are not supported by
observable current market prices or are not based on observable market data

Listed
overseas Unlisted ™ Total
£'000 £'000 £'000
Cost of investments at 1 August 2014 85,823 5 95,828
Investrnent holding gains and josses at-t-August-2014~ — - — - - - — - _—_..__47862._ __ __{§)__ _ 47,847 _
Far value of investments at 1 August 2014 143,675 - 143,675
Movwvements in year
Purchases at cost 70,065 - 70,065
Sales - proceeds (78,269) - (78,269)
- gains on sales 24,954 - 24,954
Changes In investment holding gams and losses (25,292) - (25,292)
Far value of investments at 31 July 2015 135,133 - 135,133
Cost of Investments at 31 July 2015 112,573 5 112,578
Investment holding gains and losses at 31 July 2015 22,560 )] 22,555
Fair value of investments at 31 July 2015 135,133 - 135,133

* The unlisted investment, Phitown Properties (formerly Philippine Townships), which s valued at £©ril at 31 July 2015 and 31 July 2014,
arose from a distnbution by its parent RFM Corporation

The Company Incurred transaction costs on purchases of £157,000 (2014 -~ £65,000) and on sales of £238,000 (2014 - £97,000), baing
£396,000 (2014 — £162,000} In total
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9 Fixed Assets - Investments {continued)
Fair Value Hierarchy (continued)
The following tables show a reconciliation from the opening balances to the closing balances for fair vatue measurements in Level 3 of the
far value hierarchy

Value at Sales Gamns/(losses) Holding Value at
1 August 2014 Purchases proceeds on sales gamns/(losses} 31 July 2015
For the year to 31 July 2015 £'000 £'000 £000 £'000 £'000 £000

Unlisted equity - - - - - -

1 August 2013 Purchases proceeds on sales gains/(losses) 31 July 2014
For the year to 31 July 2014 £'000 £000 £7000 £:000 £'000 £°000

Unhsted equity 23 - - - (23) -

The gains and losses included in the above tables have all been recognised In the Income Statement on page 30

2015 2014
£000 £'000

Net gains on investments designated at fair value through profit or loss on imtial recognition
Gains on sales 24,954 5,688
Changes in investment holding gains and losses (25,292) 8,025

{338) 13,723

In respect of the sales made durng the year a net gan of £23,374,000 (2014 - nat gan of £9,377,000} was included in investment holding
gans and losses at the previous year end

l Value at Sales Gains/{losses) Holding Value at

10 Debtors
2015 2014
' £'000 £°000
- —Amounts faling duewithinoneyear, - —~ "~ —°° ~—°  T7TTT ST S s som mossms s S e o e e

Income accrued (net of withholding taxes) 249 408

Sales for subsequent settlemant 6 -

Other debtors and prepayments 21 23

276 431

The carrying amount of debtors 1S a reasonable approximation of far value There were no debtors that were past due or Impaired at 31 July
2015 or 31 July 2014

11 Creditors - Amounts falling due within one year
2015 2014
£'000 £'000
The Bank of New York Mellon loan - 4,146
The Royal Bank of Scotland Plc loan 13,997 -
Other creditors and accruals 303 317
14,300 4,463

The Company has a £20 milkon one year uncommtted, unsecured floating rate revolvng credit faciity with The Bank of New York Mellon and
a one year £14 millon multi-currency revolving credit facibty with The Royal Bank of Scotland Plc At 31 July there were outstanding drawings
of £10,500,000 and US$5,456,850 at interest rates of 0 97188% and 0 68625% per annum under The Royal Bank of Scotland Plc facility
{2014 - US$7,000,000 at 1 5326% per annum under The Bank of New Yark Mellon faciity The main covenant relating to the loan 1s that
borrowings should not exceed 20% of the Company’s net assets value There were no breaches in the loan covenants duning the year

Included in other creditors and accruals 1s £241,000 (2014 - £266,000) in respect of the investment management fee
Norie of the above creditors at 31 July 2015 or 31 July 2014 are financial iabdities designated at far valus through profit or loss
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12 Called Up Share Capital

2015 2015 2014 2014
Number £'000 Number €000
Allotted, called up and fully paid ordinary shares of 10p each 63,288,853 6,329 70,126,152 7,013

The Company has authority to buy back up to 14 99% of its shares on an ad hoc basis and to implement, at the Board's discretion,
bi-annual tender offars for up to 5% of its shares at a 2% discount to NAV, less costs, In the event that the discount averaged more than 9%
dunng the six month periods to 31 January and 31 July in the years 2014 and 2015 The Board implemented a 5% tender offer in October
2014 and Apnl 2015 in respect of the tender penods to 31 July 2014 and 31 January 2015 Through the exercise of both of these tenders
the Cornpany bought back a total of 6,837,289 (2014 — 3,845,850, 155,000 under the buy back authonty and 3,680,850 through the
exercise of a tender offar) ordinary shares at a total cost of £14,336,000 (2014 - £6,966,000) The nominal value of these shares was
£684,000 and represented 9 75% of the 1ssued share capital at 31 July 2014 At 31 July 2015 the Company had authonty to buy back a
further 9,886,314 ordinary shares

The Company also has authonty to allot shares under Section 551 of the Compares Act 2006 In the years to 31 July 2015 and 31 July
2014 no shares were 1ssued

' 13 Capital and Reserves

14

Called up Capital
share Share redemption Capital Revenue Shareholders’
capital premium reserve reserve raserve funds
£'000 £°000 £°000 £'000 £'000 £'000
Al 1 August 20i4 7.013 3,166 18,780 106,437 5,521 140,917
Net gains on sales of investments - - - 24,954 - 24,954
Changes in investment holding gans and losses - - - (25,292) - {25,292)
Exchange differences on bank loan - - - (333) - {333)
Other exchange differences - - - 11 - 11
Shares purchased for cancellation (684) - 684 (14,336) - {14,336}
Revenue retum on ordinary actvties after taxation - - - - 231 231
Dwidends paid during the year - - - - {882) {882}
At31Julyze1s - — —— - ~—— = = -- —--6320- --3,166- 19464 _91441 _ 4770 __ 125170

The capttal reserve includes investments holding gains of £22,555,000 (2014 — £47 847,000} as disclosed in note 9

The revenue reserve may be distnbuted by way of dwvidend

Net Asset Value per Ordinary Share
The net asset value per ordinary share and the net assets attributable to the ordinary shareholders at the year end calculated in accordance
with the Articles of Association were as follows

2015 2014 2015 2014

Net asset value  Net asset value Net assets Net assets

per share per share attnbutable attnbutable

£000 £'000

Ordinary shares 197 78p 200 95p 125,170 140,917

The movements durning the year of the assets attributable to the ordinary shares are shown in note 13

Net asset value per ordinary share Is based on the net assets as shown above and 63,288,853 (2014 - 70,126,152) ordinary shares, being
the number of ordinary shares in 1ssue at each date
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15 Reconciliation of Net Return before Finance Costs and Taxation to Net Cash Inflow from Operating Activities

2015 2014

£°000 £'000

Net return on ordinary actvities before finance costs and taxation (203) 14,514
Losses/(gans) on nvestments 338 (13,723)
Currency losses 322 388
Decrease/(increase) In accrued Income 176 {157)
Decrease in other debtors 2 12
Decreass in creditors (23) (9)
Overseas tax suffered (150} {(136)
Net cash inflow from operating actvities 462 889

16 Analysis of Change in Net (Debt)/Funds

At 1 August Translation At 31 July

2014 Cash flows difference 2015

£'000 £'000 £'000 £7000

Cash at bank and in hand 1,274 2,776 11 4,061
Loans due within ane year {4,148) (2,518} (333) {13,997)
(2,872) (6,742) (322) (9,936)

17 Related Party Transactions
The Directors' fees for the year are detailed in the Directors’ Remuneration Report on page 25 No Director has a contract of service with the
Company During the year no Director was Interested in any contract or other matter requinng disclosure under Section 412 of the
Companies Act 2006

18 Financial Instruments
As an Investment Trust, the Company invests in equities and makes other Investments so as to achieve its investment objective of
“maximising capital appreciation from a focused and actively managed portiotio of investments from the Asia-Pacific region including the— — -
Indian Sub-continent In pursuing tts investment objective, the Company 1S exposed to vanous types of nsk that are associated with the
financial instrurnents and rmarkets in which 1t Invests

These risks are categenised here as market nsk (compnsing currency rsk, Interest rate nisk and other price nisk), figuidity nsk and credit nisk
The Board monitars closely the Company's exposures to these nsks but does so in order to reduce the likelihood of a permanent loss of
capital rather than to minimise short term volatility Risk provides the potential for both losses and gans In assessing risk, the Board
encourages the Managers to exploit the opportunities that nsk affords

The risk managemant policies and procedures outined in this note have not changed substantially from the previous accounting period

Market Risk

The farr value or future cash flows of a financial instrument or other investrment held by the Company may fluctuate because of changes in
market prices This market nsk comprises three elements — currency risk, interest rate sk and other pnee sk The Board of Directors
reviews and agrees policies for managing these nsks and the Company's (nvestment Managers both assess the exposure to market ngk
when making Individual investment decisions and monitor the overall level of market nisk across the investrment portfolio on an ongeing basis

Detalls of the Company’s investment portfolios are shown in note 8 The Company may, from time to time, enter into denvatve transactions
to hedge specific market, currency or interest rate sk Dunng the years to 31 July 2014 and 31 July 2015 no such transactions were
entered Into

The Company’s Managers may not enter into denvative transactions without the pnior approval of the Board

Cumency Risk
The majonty of the Company’s assets, habilities and iIncome are denominated in currencies other than sterhing (the Company’s functional
currency and that in which it reports its results) Consequently, movements in exchange rates may affect the sterling value of those items

The Investment Managers monitor the Company's exposure to foreign currencies and report to the Board on a regular basis The Investment
Managers assess the nsk to the Company of the foreign currency exposure by considenng the effect on the Company's net asset value and

income of a movemnent In the rates of exchange to which the Company's assets, llabiities, Income and expenses are exposed However, the
country in which a company 1s listed is not necessarily where it earns its profits The movement in exchange rates on overseas eamings may
have a more significant iImpact upon a company’s valuation than a simple translation of the currency in which the company 1s quoted

Foreign cumency borrawings can lmit the Company's exposure to anticipated future changes in exchange rates which right otherwise
adversely affect the value of the portfolio of investments
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l Exposure to currency nisk through asset allocation, which is calculated by reference to the currency In which the asset or Irability 1s guoted, I1s
shown bslow

Cash and Other debtors Net
Investments deposits Loans and creditors* exposure
At 31 July 2015 £'000 £'000 £'000 £'000 £000
Hong Kong dollar 32,357 13 - 21 32,391
Korean won 32,112 - - 5 32,117
I Indian rupee 29,812 - - 89 29,901
US dollar 20,278 4,032 (3,497) 4 20,817
Tamwan dollar 19,536 - - 133 19,669
l Singapore dollar 1,038 - - - 1,038
Thar bhat - - - - -
Indonesian rupiah - - - - -
l Total exposure to currency risk 135,133 4,045 (3,497) 282 135,933
Sterling - 16 {(10,500) (279) (10,763}
l 135,133 4,061 (13,997) (27) 125,170
* Includes net non-monetary assets of £13,000
l Cash and Other debtors Net
Investments deposits Loans and creditors” exposure
At 31 July 2014 £000 £'000 £'000 £'000 £'000
' Hong Kong dollar 32,882 756 - - 33,638
Korean won 40,565 - - 7 40,572
Indian rupee 22,117 - - 73 22,190
US dollar 10,835 335 (4,146} ©) 7,018
Tawandollar ST TTUeTABeT T T T TS T o4 T 27,609
Singapore dollar 8,195 - - 44 8,239
Tha bhat 1,004 - - - 1,004
Indonestan rupiah 918 - - - 918
Total exposure to currency risk 143,675 1,257 (4,146) 402 141,188
Sterling - 17 - (288) {271)
143,675 1,274 (4,1486) 114 140,917

* Includes net non-monetary assets of £13,000
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18 Financial Instruments {continued)
Currency Risk Sensitivity
At 31 July 2015, If stering had strengthened by 5% in relation to all currencies, with all other vanables held constant, total net assets and
total return on ordinary activities would have decreased by the amounts shown below A 5% weakening of sterling against all curencies,
with all other vanables held constant, would have had an equal but opposite effect on the financial statement amounts The analysis
15 performed on the same basis for 2014

2015 2014

£'000 £'000

Hong Kong dollar 1,620 1,682
Korean won 1,606 2,029
Indian rupee 1,495 1,110
US dollar 1,041 351
Tamvan dollar 983 1,380
Singapore dollar 52 412
Thai bhat - 50
Indonesian rupiah - 46
6,797 7,060

Interest Rate Risk
Interest rate movernents may affect directly

— the far value of any investments In fixed interest rate securties,
— the level of Income recevable on cash deposits,

— the far value of any fixed-rate borrowings, and

— 1he Interest payable on any vanable rate borrowings

Interest rate movemnents may &lso impact upon the market valus of iInvestments outwith fixed income secunties The effect of interest rate
movements upon the earnings of a company may have a significant impact upon the valuation of that company’s equity The possible
effects on far value and cash flows that could anse as a result of changes In Interest rates are taken into account when making INvestment
decisions and when entering berrowing agreements The Board reviews on a regular basis the amount of investments in cash and fixed

income securtties and the ncome recevable on cash deposits,-floating rate notes and othersimilar investments — -

The Company may finance part of is actmties through borrowings at approved levels The amount of any such borrowings and the
approved levels are monitored and reviewed regularty by the Board Movements in interest rates, to the extent that they affect the market

I value of the Company’s fixed rate borrowings, may also affect the amount by which the Company’s share price s at a discount or a
premium to the net asset value {assuming that the Company’s share price Is unaffected by movements in nterest rates)

The nterest rate risk profile of the Company's financial assets and liabilities at 31 July 1s shown below

Fmancial Assets
The Cormpany’s Interest rate sk exposure on its financial assets at 31 July 2015 amounted to £4,061,000 (2014 - £1,274,000), comprising
of its cash and short term deposits

The cash deposits generally comprise call or short term money market deposits of less than one month which are repayable on demand
The benchmark rate which determines the interest payments received on cash balances 1s the bank base rate
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18 Financial Instruments {continued)

Financial Liabnlihes
The interest rate nsk profile of the Company's financial iabiiies and the maturty profile of the undiscounted future cash flows in respect of
the Company’'s contractual financial hlabilities at 31 July are shown below

Interest Rate Risk Profile

2015 2014
£°000 £'000
Floating rate bank loan - sterling denominated 10,500 -
- US dellar denominated 3,497 4,146
13,997 4,146

Matunty Profile
2015 2014
Within Within
1 year 1 year
£'000 £'000
Repayment of loans 13,897 4,146
Interest on loans 111 16
14,108 4,162

Interest Rate Risk Sensitivity

The sensitvity analysis below has been determined based on the exposure to Interest rates at the balance sheet date and with the stipulated
change taking place at the beginning of the financial year and held constant throughout the reporting period in the case of Instruments that
have floating rates

An increase of 100 basis points in interest rates, with all other vanables being held constant, would have decreased the Company's total net
assets and total return on ordinary activities for the year ended 31 July 2015 by £99,000 (2014 — decrease of £29,000) This is mainly due to
the Company's exposure to interest rates on s floating rate bank loan and cash balances A decrease of 100 basis points would have had
an equal but opposite effect

Qther Price Risk

Changes In market prices other than those ansing from interast rate nsk or currency fisk may 2lso affect the vallis of the Company’s net™ —
assets The Board manages the market price risks inherant in the investrment portfolio by ensunng full and timely access to refevant
inforration from the Investment Managers The Board meets regularly and at each meeting reviews investment performance, the investment
portfolio and the rationals for the current Investrment positioning to ensure consistency with the Company’s objectives and Investment
polictes The portfolio does not seek to reproduce the Index Investments are selected based upon the mert of individual comparies and
therefore performance may well diverge from the comparative index

Other Pnice Risk Sensitivity

Fixed asset investments are valued at bid pnces which equate to therr far value A full ist of the Company’s investments I1s given on pages
13 and 14 In addition, a geographical analys:s of the portfolic and an analysis of the investment portfolio by broad industrial or commercial
sector are coniained in the Strategic Report

108 0% (2014 - 102 0%) of the Company's net assets are invasted in quoted equities A 5% (2014 - 5%} increase In quoted equity
valuations at 31 July 2015 would have increased total assets and total return on ordinary actties by £6,757,000 (2014 - £7,184,000
A decrease of 5% would have had an equa! but opposite effect

Liquidity Risk

This 15 the nsk that the Company will encounter difficulty in meeting obligations associated with financial labilities  Liquidity nsk 1s not
significant as the majonty of the Company's assets are iInvestments in guoted securities that are readily realisable The Board provides
guidance to the Investment Managers as to the maximum exposure o any one helding and to the maximum aggregate exposure o
substantial holdings

The Company has the power to take out borrowings, which give 1t access to additional funding when required The Company's current
borrowing facility 1s detaled in note 11 and the maturity profile of its borrowings are set out above Under the terms of the borrowing facility,
borrowings are repayable on demand at ther current carrying value
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18 Financial Instruments (continued)
Credit Risk
This 1s the nsk that a farlure of a counterparty to a transaction to discharge its chligations under that transaction could resuit In the Company
suffering a loss

This risk 1Is managed as follows

Where the Investment Managers make an nvestmenit in a bond or other secunty with credit nsk, that credit sk 1s assessed and then
compared to the prospective investment return of the security n question

The Company’s listed investments are held on its behalf by the Company’s custodian, The Bank of New York Mellon SA/NV (acting as
agent) Bankruptcy or insolvency of the custodian may cause the Company’s nghts with respect to secunties held by the custodian to be
delayed The Invesiment Managers monitor the Company's nsk by reviewing the custodian's internal control reports and reporting its
findings to the Board

Investment transactions are carried cut with a large number of brokers whose creditworthiness is reviewed by the Investment Managers
Transactions are crdinarly undertaken on a delivery versus payment basis whereby the Company's custodian bank ensures that the
counterparty to any transaction entered into by the Company has delivered on its cbligations before any transfer of cash or secunties
away from the Company I1s completed

The creditworthiness of the counterparty 1o transacticns involving dervatives, structured notes and other arrangements, wherein the
creditworthiness of the entity acting as broker or counterparty to the transaction 15 likely to be of sustained interest, are subject to
ngorous assessment by the Investment Managers

Cash i1s only held at banks that have been identified by the Managers as reputable and of high credit quality

Credit Risk Exposure
The exposure to credt nsk at 31 July was

2015 2014

£'000 £000

Cash and short term deposits 4,061 1,274
Debtors and prepayments 2786 431
4,337 1,705

The maximum exposure in cash dunng the year was £9,615,000 (2014 - £8,148,000} and the nunimum £150,000 (2014 - £230,000) None

——— —of-the Company's financial assets are past due or.umpared (2014-none) _ _ . _ __ _ __ _ __

Fair Value of Financial Assets and Financial Liabilties
The Directors are of the opinion that the financial assets and liabtlities of the Company are stated at fair value in the balance sheet Short
term borrowings have a farr value equal to par

Capital Management

The capital of the Company 15 its share capital and reserves as sst out In note 13 togsther with its borrowings (see note 11) The objectve of
the Company I1s to invest in the Asia-Pacific region (excluding Japan) and in the Indian Sub-continent in order to achieve capital growth The
Company's investment policy 1s set out on page 6 In pursuit of the Company’s objective, the Board has a responsibility for ensuring the
Company's ability to continue as a going concern and detalls of the ralated nsks and how they are managed are set out on pages 21 and
22 The Company has the ability to buy back its shares (see pages 18 and 198) and changes to the share capital during the year are set out
in note 12 The Company does not have any externally imposed capital requirements other than the covenants on its loan which are detalled
i note 11

19 Alternative Investment Fund Managers Directive (AIFMD)

In accordance with the Alternative Investment Fund Managers Directive, information in relation to the Cormpany's leverage and the
remuneration of the Company’s AIFM, Ballle Gifford & Co Limited, I1s required to be made avallable to investors In accordance with the
Dwrective, the AIFM’s remuneraticn policy 1s avalable from Batlle Gifford & Ce Limited on request (see contact detaills on the back cover) and
the numencal remuneration disclosures in respect of the AIFM's first relevant reporting pernod (year ended 31 March 2016) will be made
avallable in due course

The Company's maximum and actual leverage (see Glossary of Terms on page 52) levels at 31 July 2015 are shown below

Leverage Exposure

Gross Commitment

method mathod
Maxamum limit 2501 2001
Actual 1111 1111
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Notice of Annual General Meeting

Notice 1s hersby given that the Annual General Meeting of Pacific
Horzon Investment Trust PLC will be held within the offices of
Ballle Gifford & Co, Calton Square, 1 Greenside Row, Edinburgh
EH1 3AN, on Frniday, 6 November 2015 at 10 45am for the
following purposes

l Ordinary Business
To consider and, if thought fit, to pass the following resolutions as
ordinary resolutions

1 To receve and adopt the Annual Report and Financial
Statements of the Company for the financial year ended 31
July 2015, together with the Reports of the Directors and of
the Independent Auditor thereon

—'_2 " To approve the Directors’ Annual Report on Remuneration for
the financial year ended 31 July 2015
I 3 To declare a final dvdend of O 35p per ordinary share
4 Tore-elect Miss JGK Matterson as a Director
5 Tore-elect Mr DCP McDougall as a Director

6 Toreappoint Emst & Young LLP as Independent Auditor of
the Company to hold office until the conclusion of the next
Annual General Mesting at which the Financial Statements are
laid before the Company

7 To authonse the Directors to determine the remuneration of
the Independent Auditor of the Company

8 THAT, in substitution for any existing authonty, but without
prejudice to the exercise of any such authomty pnor to the
date hersof, the Dirrectors of the Company be and they are
hereby generally and unconditionally authonsed in accordance
with Section 551 of the Companies Act 2006 (the ‘Act’) to
exercise all the powers of the Company to allot shares in the
Company and to grant nghts to subscnbe for or to convert
any security into shares in the Company ('Secunties’) provided
that such authority shall be imited to the allotment of shares
and the grant of nghts in respect of shares with an aggregate
nominal value of up to £632,888, such authority to expire at
the conclusion of the next Annual Gensral Meeting of the
Company after the passing of this resolution or on the expiry

Shareholder Information

The Annual General Meeting of the Company will be held at the
offices of Bailke Gifford & Co, Calton Square, 1 Greenside Row,
Edinburgh EH1 3AN, on Fnday, & November 2015 at 10 45am

If you have any queries as to how (o vote or how to attend the
meeting, please call us on 0800 917 2112

Bailie Gifford may record your call

By Rail.

Edinburgh Waverlay — approxmately a 5 minute walk away
By Bus

Lothian Buses local services include

1,5,7,8,10, 12, 14, 15, 15A, 16, 22, 25, 34

By Tram:

Stops at St Andrew Square and York Place

Access to Waverley Train Station on foct

of 15 months from the passing of this resolution, whichever i1s
the earlier, unless previously revoked, varied or extended by
the Company 1n a general mesting, save that the Company
may at any time prior to the expiry of this authonity make an
offer or enter into an agreement which would or might require
Securties to be allotted or granted after the expiry of such
authority and the Directors shall be entitled to allot or grant
Securities in pursuance of such an offer or agreemant as if
such authonty had not expired

To consider and, If thought fit, to pass the following resolutions as
special resolutions

9 THAT, subject to the passing of resolution number 8 above,
__and n substitution for any existing power but without

prejudice to the exercise of any such power prior to the date

hereof, the Directors of the Company be and they are hereby
generally empowered, pursuant to Section 570 of the
Compantes Act 2006 (the ‘Act’), to allot equity securnties (as
defined in Section 580 of the Act), including the grant of nghts
to subscribe for, or to convert secunties into ordinary shares
held by the Cormpany as treasury shares (as defined n
Section 724 of the Act) for cash pursuant to the authorty
given by resclution number 8 above as if Section 561(1) of the
Act did not apply to any such allotment of equity secunties,
provided that thuis power

(a) expires at the conclusion of the next Annual General
Meeting of the Company after the passing of this
resolution or on the expiry of 15 months from the passing
of this resolution, whichever 1s the earlier, save that the
Company may, before such expiry, make an offer or
agreement which would or might require equity secunties
to be allotted after such expiry and the Directors may aliot
equity secunties in pursuance of any such offer or
agreement as if the power conferred hereby had not
expired, and

{b) shall be limited to the allotment of equity securtties up to
an aggregate nominal value of £632,888 being
approximatsly 10% of the nomimnal value of the 1ssued
share capital of the Company, as at 18 September 2015
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10 THAT, in substitution for any existing authonty but without

{b) the price which shall be paid for a Share shall be the

prejudice to the exercise of any such authonty prior to the
date hereof, the Company be and i1s hereby generally and
unconditionally authonsed, pursuant to and in accordance
with Section 701 of the Companies Act 2006 ({the ‘Act’} to
make market purchases {within the meaning of Section 693(4)}
of the Act) of fully paid ordinary shares of 10 pence each In
the capital of the Company (‘ordinary shares’), prowided that

(@ the maximum aggregate number of ordinary shares
hereby authorised to be purchased 1s 9,486,999, or, (f
less, the number representing approximately 14 99% of
the issued ordinary share capital of the Company on the
date on which this resolution 1s passed,

{b) the mintmum price (excluding expenses) which may be
paid for each ordinary share I1s 10 pencs,

{c) the maximum pnce {excluding expenses) which may be
pad for each ordinary share shall not be meore than the
higher of

it 5 per cent above the average closing pnce on the
Londen Steck Exchange of an ordinary share over the
five business days immediately preceding the date of
purchase, and

(i) the higher of the last Independent trade and the
highest current independent bid on the London Stock
Exchange, and

(d} unless previously vaned, revoked or renewed by the
Company In a general meseting, the authonty hereby
conferred shall exprre at the conclusion of the Annual
General Meeting of the Company to be held in respect of
the financial year ending 31 July 2016, save that the

“Company may, pnor to such expiry, enter into a contract™ —

to purchase ordinary shares under such authorty which
will or might be completed or executed wholly or partly
after the expiration of such authonty and may make a
purchase of ordinary shares pursuant to any such
contract

11 THAT, in addition to the authonty given to the Company to

purchase its own ordinary shares of 10 pence each (the
‘Shares’) pursuant to resolution 10 above and In accordance
with the terms and conditions of the tender offers for the six
month periods ended 31 January 2016 and 31 July 2018
(together the Tender Offers’) which will be set out In a circular
to be sent to Shareholders by the Company relating to the
relevant Tender Offer {the ‘Circular’), the Company be and 15
hereby authonsed for the purpose of section 701 of the
Companies Act 2006 (the ‘2006 Act’} to make market
purchases {within the meaning of section 693(4} of the 2006
Act) of its 1ssued Shares provided that

(8 the maximum number of Shares hereby authonsed to be
purchased pursuant to each Tender Offer 1s 5% of the
Shares missue as at 31 January 2016 {excluding any
Shares held in treasury) or 31 July 2016 (excluding Shares
held in treasury) as appropnate,
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relevant Tender Pnce as defined in the Circular (which in
each case shall be both the maximum and the minimum
price for the purposes of section 701 of the 2008 Act),
and

{c) the authomty hereby conferred shall expire at the
concluston of the next Annual General Meeting of the
Company in 2016 {unless such authonty 15 renewed prior
to such time) save that the Company may, prior to such
expiry, enter into a contract to purchase Shares which will
or may be completed or executed wholly or partly after
such expiry

By order of the Board
Baillie Gifford & Co bimited
Managers and Secretaries
28 September 2015

Notes
1 As a member you are entitled to appoint a proxy or proxies to
exeraise all or any of your nghts to attend, speak and vote at
the AGM A proxy need not be a member of the Company but
must attend the AGM to represent you You may appont
more than one proxy provided each proxy 1s appointed to
exeraise rights attached to different shares You can only
appoint a proxy using the procedure set out In these notes
_and the notes to the proxy form You may not use any

documents (ncluding the Financial Statements and proxy
form) to communicate with the Company for any purpose
cther than those expressly stated

2 To be vald any proxy form or other instrument appointing a
proxy, together with any power of attorney or other authonty
under which it is signed or a certified copy thereof, must be
receved by post or (dunng normal business hours only) by
hand at the Registrars of the Company at Computershars
Investor Services PLC, The Pavilions, Bndgwater Road, Bnistol
BS99 6ZY or www eproxyappointment com no later than
two days {excluding non-working days) before the time of the
mesting or any adjouned meeting

3 CREST members who wish to appoint a proxy or proxies
through the CREST electronic proxy appointment service may
do so by using the procedures descnbed in the CREST
Manual and/or by logging on to the website
www edroclear com/CREST CREST personal members or
other CREST sponsored members, and those CREST
members who have appointed a voting service provider(s),
should refer to therr CREST sponsor or voting service
provider(s), who will be able to take the appropnate action on
ther behalf

electronic address provided erther In this notice or any relafed”™ —~



In order for a proxy appointment or instruction made using the
CREST service to be valid, the appropriate CREST message
(a “CREST Proxy Instruction’) must be properly authenticated
In accordance with Euroclear UK & Ireland Limited's
specifications, and must contain the information required for
such instruction, as described in the CREST Manual The
message, regardless of whether it constitutes the
appomtment of a proxy or 1s an amendment to the instruction
given to a previously appointed proxy must, in order to be
valid, be transrmitted so as to be received by the Company’s
registrar (ID 3RA50} no later than two days (excluding non-
working days) before the time of the meeting or any
adjournment For this purpose, the time of receipt will be
taken to be the time (as determined by the timestamp applied
to the message by the CREST Application Host) from which
the Company's registrar 1s able to retrieve the message by
enquiry to CREST in the manner prescribed by CREST After
this time any change of instructions to proxies appointed
through CREST should be communicated to the appointee
through other means

5 CREST members and, where applicable, their CREST

sponsors, or voting service providers should note that
Euroclear UK & Ireland Limited does not make avalable
special procedures in CREST for any particular message
Normal system timings and limitations will, therefore, apply In
relation to the input of CREST Proxy Instructions It 1s the
responsibility of the CREST member concerned to take (or, if
the CREST member 1s a CREST perscnal member, or
sponsored member, or has appointed a voting service
provider(s), to procure that s CREST sponsor or vioting
service provider(s) take(s)} such action as shall be necessary
to ensure that a message s transmitted by means of the

10

11

12

13

"~ CREST system by any particular time I this connection,
CREST members and, where applicable, ther CREST
sponsors or voting service providers are refemred, in particular,
to those sections of the CREST Manual concerning practical
limitations of the CREST system and timings

6 The Company may treat as invalid a CREST Proxy Instruction

in the circumstances set out in Regulation 35(5)(a) of the
Uncertificated Secunties Regulations 2001

7 The return of a completed proxy form or other instrument of

proxy will not prevent you attending the AGM and voting in
person If you wish

8 Shareholders participating in the Baihe Gifford Investment

Trust Share Plan, Children’s Savings Plan or the Bailllie Gifford
Investment Trust ISA who wish to vote and/or attend the
meeting must complete and return the enclosed reply-paid
Form of Direction

9 Pursuant to Regulation 41 of the Uncertificated Securties

Regulations 2001 and Section 311 of the Companies Act
2006 the Company specifies that to be entitled to attend and
vote at the Annual General Meeting (and for the purpose of
the determination by the Company of the votes they may
cast), shareholders must be registered in the Regrster of
Members of the Company no later than two days (excluding
non-working days) prior to the commencement of the AGM or
any adjourned meeting Changes to the Register of Members
after the relevant deadiine shall be disregarded in determuning
the nghts of any person to attend and vote at the mesting

14

16

16

17

Shareholder Information

Any person to whom this notice 1s sent or who Is a person
nominated under Section 146 of the Companies Act 2006 to
enjoy information nghts (a ‘Nominated Person'} may, under an
agreement between him/her and the shareholder by whom
he/she was nominated, have a nght to be appointed (or to
have someone else appointed) as a proxy for the AGM [fa
Nominated Person has no such proxy appointment nght or
does not wish to exercise it, he/she may, under any such
agreement, have a nght to give instructions to the shareholder
as to the exercise of voting nghts

The statement of the nghts of sharehclders in relation to the
appointment of proxies in Notes 1 and 2 above does not
apply to Nominated Persons The nghts described in those
Notes can only be exercised by sharsholders of the Company

The members of the Company may require the Company to
publish, on its website, (without payment) a statement (which
15 also passed to the Auditor) setting out any matter relating to
the audit of the Company's accounts, including the Auditor's
report and the conduct of the audit The Company will be
required to do so once 1t has received such requests from
ether members representing at least 5% of the total voting
nghts of the Company or at least 100 members who have a
relevant nght to vote and hold shares in the Company on
which there has been paid up an average sum per member of
at least £100 Such requests must be made in writing and
must state your full name and address and be sent to the
Company at Calton Square, 1 Greenside Row, Edinburgh
EH1 3AN

Information regarding the AGM, including information required
by Section 311A of the Companies Act 2006, 1s avallable from
the Company's page of the Managers' website at

www pacifichonzon co uk —

Members have the nght to ask questions at the meeting in
accordance with Section 3194 of the Companies Act 2006

As at 18 September 2015 (being the last practicable day prior
to the publication of this notice} the Company’s 1ssued share
caprtal consisted of 63,288,853 ordinary shares, carrying one
vote each Therefore, the total voting nghts in the Company
as at 18 September 2015 were 63,288,853 votes

Any person holding 3% or mors of the total voting rights of the
Company who appoints a person other than the Charman of
the meseting as his proxy will need to ensure that both he/she
and his/her proxy complies with their respective disclosure
abligations under the UK Disclosure and Trangparency Rules

No Director has a contract of service with the Company
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Further Shareholder Information

Pacific Horizon i1s an investment trust. Investment
trusts offer investors the following:
— parkcipation in a diversified portfolio of shares,

— constant supervision by experienced professional managers,
and

— the Company is free from capital gaing tax on capital profits
realised within its portfolio although nvestors are still lable for
capital gains tax on profits when selling therr Investment

How to Invest

The Company's shares are traded on the London Stock Exchange
They can be bought by placing an order with a stockbroker, by
asking a professional adviser to do so, or through the Baille Gifford
savings vehicles (see page 49 for detaills) H you are interested in
investing directly in Pacific Honzon, you can do so online There are
a number of companies offenng real time conline dealing services

Sources of Further Information on the Company

The pnce of shares 1 quoted daly in the Financial Times

{under ‘Investment Companies’y and can also be found on the
Company's page of the Managers' website at

www pacifichonzon co uk, Trustnet at www trustnet co uk and
on other financial webstes Monthly factsheets are also avalable
on the Ballle Gifford website These are avallable from Baille
Gifford on request

Pacific Horizon Share Identifiers

Ordinary shareholders normally receive a didend in respect of
each financial year which 1s usually paid at the end of October or
early November The Annual General Meeting 1s normally held in
October or early November

Capital Gains Tax

For Capital Gains Tax purposes, the cost to shareholders who
subscnbed for the conversion shares, subsequently converted into
new ordinary shares {with warrants attached), 1s apportioned between
the ordinary shares and the warrants as set out in the placing and
offer document dated 5 March 1986 The atinbutable costs are

Cost of each ordinary share 53 45p
Cost of each warrant 16 52p

Market values on 17 Apnl 1986 (first day of dealing) were as
follows {Source Thomson Reuters Datastrear)

55 00p
17 00p

Ordinary share
Warrant

Share Register Enquiries

Computershare Investor Services PLC maintains the share
register on behalf of the Company In the event of quenes
regarding shares registered in your own name, please contact
the Registrars on 0370 707 1228 This helpline also offers an
automated self-service functionality {avallable 24 hours a day,
7 days a wesk) which allows you to

— hear the latest share pnce,

— confirm your current share holding balance,
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— confirm your payment history, and

— order Change of Address, Dwvidend Bank Mandate and Stock
Transfer forms

You can also check your holding on the Registrars’ website at

www Investorcentre co uk They also offer a free, secure share

management weabsite service which allows you to

— wview your share portfolio and see the latest market price of
your shares,

— calculate the total market price of each shareholding,
— wview price histories and trading graphs,

— register to receive communications from the Company,
including the Annual Reports, in electroruc format,

— update bank mandates and change address details, and
— use online dealing servces

To take advantage of this service, please log in at

www Investorcentre co uk and enter your Shareholder
Reference Number and Company Code {this information can be
found on the last dividend voucher or your share certificate)

Dividend Reinvestment Plan

Computershare operates a Dmdend Reinvestment Plan which
can be used to buy additional shares instead of receiving your
drdend via cheque or into your bank account For further
information log in to www Investorcentre co uk and follow the
instructions or telephone 0370 707 1694

Electronic Proxy Voting
If you hold stock In your own name you can choose to vote by
returning proxies electronically at www eproxyappointment com

—If you have any questions about-this service please contact- — _

Computershare on 0370 707 1228

CREST Proxy Voting

If you are a user of the CREST systern (including a CREST
Personal Member}, you may appoint one or more proxies or give
an instruction to a proxy by having an appropnate CREST
message transmitted For further information please refer to the
CREST Manual

Analysis of Shareholders at 31 July

2015 2014

Number of 2018 Number of 2014

shares held % shares held %

Institutions 32,137,850 508 36,903,728 526

Intermedianes 18,880,986 298 21,048,259 300

Indmviduals 1,513,697 24 2,212,742 32
Baile Gifford

Share Plan/1SA 10,289,647 163 0,767,460 139

Marketmakers 456,673 o7 193,963 03

63,288,853 1000 70,126,152 1000
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Cost-effective Ways to Buy and Hold Shares in Pacific Horizon

Bailie Giiford Savings Management Limited offers a number of
plans that snable you to buy and hold shares of Pacific Honzon
cost-efficiently Purchases and sales are normally subject to a
dealing pnce spread and Government stamp duty of 0 5% 15
payable on purchases

The Balllie Gifford Investment Trust Share Plan
— No initial charge

— No annual wrapper charge

— Normally cheaper than dealing through a stockbroker
— Invest a lump sum from £250 or monthly from just £30

— No maximum investment imits

Stop and start saving at any time with no charge
— Twice weekly dealing {usually Tuesday and Friday)
— A withdrawal charge of just £22

The Baillie Gifford Investment Trust ISA

— Tax-efficient mvestment

— No set-up charge

— Flat rate annual management charge currently of £32 50 +
VAT

Lump sum nvestment from £2,000 currently up to a
maximum of £15,240 each tax year

— Save monthly from £100
— A withdrawal charge of just £22

ISA Transfers
— Transfer existing 1SAs from other plan managers into the

— Consolidate your plans into a managed global investment
— Minmum transfer value £2,000
The Baillie Gifford Children’s Savings Pilan

— An excellent way for parents, grandparents or other adults to
invest for a child

— No inal charge
— No annual wrapper charge

— The option of a designated account or a bare trust in favour of
the child

— Flexible investment options lump sum from £100 or monthty
saving from Just £25

— A withdrawal charge of just £22

Online Management Service

You can also open and manage your Share Plan, Children's
Savings Plan* and/or ISA online, through our secure Online
Management Service {OMS)} which can be accessed through the
Ballhe Gifford website at www bailliegifford com/oms As well as
being able to view the details of your plan onling, the service also
allows you to

l — obtain current valuations,

— make lump sum Investments, except where there 1Is more than

l one holder,

Bailhe GiffordISA — - - - - - - - - - e

— sell part or all of your holdings, except where there 1s more
than one holder,

— switch between mvestment trusts, except where there 18 more
than cne holder, and

— update certain personal detals e g address and telephone
number

*Please note that a bare trust cannot be opened via OMS A bare
trust apphcation form must be completed Certan restrictions
apply for accounts where thera 1s more than one holder

Further information

if you would ke more infermation on any of the plans descnbed,
please contact the Bailie Gifford Clent Relations Team (see
contact details on page 51)

Risks
— Past performance 1s not a guide to future performance

— Pacific Honzon 1s a listed UK Company The value of its
shares, and any income from them, can fall as well as nse and
invastors may not get back the amount invested

— Pacific Honzon invests in overseas secunties Changes in the
rates of exchange may also cause the value of your
investment (and any Incoma it may pay) to go down or up

— Pacific Horzon invests in emerging markets where difficulties
In dealing, settlement and custody could arnise, resulting in a
negative impact on the value of your investrment

— Pacific Honzon can borrow money to make further
investments (sometimes known as ‘geanng’) The nsk 1s that
when this money 1s repaid by the Company, the value of the
investmants may not be enough to cover the borrowing and
intérest Tosts, and the Company will make a loss “If the™
Company’s Investnents fall in value, any invested borrowings
will increase the amount of this loss

— Pacific Horzon can buy back its own shares and has
discretion to implement a tender offer for up to five percent of
its shares on a six monthly basis The nsks from borrowing,
referred to above, are increased when the Company buys
back and cancels its shares

— Market values for secunties which have become difficult to
trade may not be readily avaltable and there can be no
assurance that any value assigned to such securities will
accurately reflect the price Pacific Honzon might receive upon
therr sale

— Pacific Honzon can make use of denvatives which may impact
on its performance

— Charges are deducted from income Where income 18 low, the
expenses may be greater than the total income receved,
meaning Pacific Honzon may not pay a dvidend and the
capital value would be reduced

— The am of Pacific Honzon is to achieve capital growth You
should not expect a significant, or steady, annual income from
the Company
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— Shareholders in Pacific Horizon have the nght to vote svery
five years, on whether to continue Pacific Honzon, or wind it
up If the shareholders decide to wind the Company up, the
assets will be sold and you will receive a cash sum in relation
to your sharsholding The next vote will be held at the Annual
General Meeting in 2016

— You should note that tax rates and reliefs may change at any
time and therr value depends on your circumstances

Detalls of other nsks that apply to investment in these savings
vehicles ars contained In the product brochuras Further details of

l the nsks associated with investing in the Company, including how
charges are app'ied, can be found at www pacifichonzon uk, or
by calling Baillle Gifford on 0800 917 2112 This information has

I been 1ssued and approved by Ballle Gifford & Co Limited, the
Managers and Secretanes, and doss not in any way constitute
Investment adwice

I Pacific Honzon Investment Trust PLC 15 a UK public listed
company and as such complies with the requirements of the UK
Listing Authonty It 1s not authonsed and regulated by the
Financial Conduct Authority

The Financial Staterments have been approved by the Directors of
Pacific Horizon The information and opinions expressed within
this Annual Report and Financial Staterments are subject to

I change wathout notice This information has been 1ssued and
approved by Ballle Gifford & Co Lmited, the Managers and
Secretanes, and doses not in any way constitute investment

I advice
Baillie Gifford Savings Management Limited (BGSM) s the
manager of The Baille Gifford tnvestment Trust Share Plan, The
Basille Gifford Children's Savings Plan and The Baille Gifford
——l—Investment-Trust-|SA-BGSM 1s wholly owned by Ballle Gifford &—- -— — — -
Co Both BGSM and Ballle Gifford & Co are authorised and
regulated by the Financial Conduct Authonty and both are based
at Calton Square, 1 Gresnside Row, Edmburgh EH1 3AN

The staff of Baillie Gifford & Co and the Directors of Pacific
Haonzen may hold shares in Pacific Honzon and may buy or sell
shares from time to time
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Communicating with Shareholders

Trust Magazine

Trust 1s the Baillie Gifford investment trust magazine which 1s
published three times a year It provides an insight to our
investment appreach by including interviews with our fund
managers, as well as contarung investment trust news,
investment features and articles about the trusts managed by
Baille Gifferd, including Pacific Honzon Trust plays an important
role in helping to explain our products so that readers can really
understand them For a copy of Trust, please contact the Baille
Gifford Client Relations Team (see contact details opposite)

Shareholder Information

Literature in Alternative Formats

It 1s possible to provide copies of the Iterature in alternative
formats, such as large pnnt or on audio tape Please contact the
Baillie Gifford Client Relations Team for more information

Client Relations Team Contact Details

You can contact the Baillie Gifford Client Relations Team by
telephone, email, fax or post

An online version of Trust can be found at
www bgtrustonline com

Pacific Honizon on the Web

Up-to-date information about Pacific Honzon, can be found on
the Company's page of the Managers' website at

www pacifichonzon co uk

In the Investment Trust section you will find full monthly details on
Pacific Honzon, including recent portfolio information and
performance figures

Suggestions and Questions

Any suggestions on how communications with shareholders can
be improved are welcomed, so please contact the Balle Gifford
Client Relations Team and give them your suggestions They will
alsc be very happy to answer questions that you may have, ether
about Pacific Honzon or the plans described on page 49

Telephone 0800 817 2112
Your call may be recorded for training or monitoring purposes

Email trustenquines@baillegifford comn
Website www baillegifford com
Fax 0131 275 3955

Chent Relations Team

Balle Gifford Savings Management Limited
Calton Square

1 Greenside Row

Edinburgh EH1 3AN

Please note that Baille Gifford 1s not permitted to give
financtal advice If you would like advice or If you have any
questions about the suitability of any of these plans for
you, please ask an authonsed intermediary
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Glossary of Terms

Total Assets

Total assets less current liabilities, before deduction of all
borrowings

Net Asset Value

Net Asset Value (NAV) is the value of total assets less liabilities
{(including borrowings) The NAV per share Is calculated by
dividing this amount by the number of ordinary shares in 1ssue

Discount/Premium

As stockmarkets and share pnces vary, an investment trust’s
share price Is rarely the same as its NAV When the share pnce 15
lower than the NAV per share it 1s sad to be trading at a discount
The size of the discount is calculated by subtracting the share
price from the NAV per share and Is usually expressed as a
percentage of the NAV per share [f the share price 15 higher than
the NAV per share, this situation is called a premium

Total Return
The total return 1s the return to shareholders after reinvesting the
net dvidend on the date that the share pnce goes xd

Ongoing Charges Ratio

The total expenses (excluding borrowing costs) incurred by the
Company as a percentage of the average net asset value (with
debt at farr value)

Active Share

Active share, a measure of how actively a portfolio 1s managed, 1s
the percentage of the portfolic that differs from ts comparative
index It s calculated by deducting from 100 the percentage of
the portfolio that overlaps with the comparative index An active
share of 100 indicates no overlap with the iIndex and an active

——share of zero Indicates a portfolio that-tracks the index - - — —
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Gearing

At its simplest, geanng 1s borrowing  Just like any other public
company, an investment trust can borrow money to invest In
additional investments for its portfolic The effect of the borrowing
on the shareholders' assets is called ‘geanng’ If the Company's
asssts grow, the shareholders' assets grow proportionately more
because ths debt remans the same But If the value of the
Company’s assets falls, the situation 1s reversed Geanng can
therafore enhance performance in nising markets but can
adversely impact performance in fallng markets

Gearing represents borrowings at par less cash and cash
equivalents expressed as a percentage of shareholders’ funds

Potential gearing 1s the Company’s borrowings expressed as a
percentage of shareholders’ funds

Equrty geanng 1s the Company’s borrowings adjusted for cash
and bonds expressed as a percentage of shareholders’ funds

Leverage

For the purposes of the Alternative Investment Fund Managers
Directive, leverage 1s any method which increases the Company's
exposure, Including the borrowing of cash and the use of
denvatives It 1s expressed as a raho betwsen the Company's
exposure and its net asset value and can be calculated on a
gross and a commitment method Under the gross method,
exposure represents the sum of the Company's positions after the
deduction of sterling cash balances, without taking into account
any hedging and netting arrangements Under the commitment
method, exposure 1s calculated without the deduction of sterling
cash balances and after certain hedging and netting positions are
offset against each other
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Sedol 0666747

Ticker PHI

Managers and
Secretaries

Baillie Gifford & Co Limited
Calton Square

1 Greenside Row
Edinburgh

EH1 3AN

Tel: 0131 275 2000
www.bailliegifford.com

Broker

JP Morgan Cazenove
25 Bank Street
Canary Wharf
London

E14 5JP

Further Information

Client Relations Team
Baillie Gifford Savings
Management Limited

Calton Square

1 Greenside Row
Edinburgh EH1 3AN
Tel: 0800 917 2112

Email:
trustenquimes@bailliegifford.com
Fax: 0131 275 3955



