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Company data at 31 December 2006
Shareholders’ funds

Total assetst

COMPANY SUMMARY

Market capitahsation

£462.7m
1 before deduction of debenture

£373.6m

£319.6m

Company Summary

SAINTS aims to provide a valuable income that should grow steadily over
time and at a faster rate than inflation, together with capital growth.

It invests predominantly in UK and overseas equities, but also has
investments in bonds and direct UK property.

Policy and Objective

The Scottish Amenican Investment Company
PLC {SAINTS| ams to achieve bolanced
growih 1n both income ond caprial 1o
sustain a progressive dividend policy It
offers private investors a diversified portfolio
through nvesiment in a broad range of
assets The focus 1s on UK and overseas
equies, other nvestments include bonds
and direct UK property

Company History

SAINTS was founded in 1873 Around 80
per cent of the Company’s shares are held
by private indwiduals

Benchmark

The portfolio benchmark against which
performance has been measured 15 70%
FTSE AlkShare Index and 30% FTSE Werld
Ex UK Index [in sterling terms)

In companng NAV performance with this
benchmark, both the Company's assets and
ligbilthes are measured at market value

Management Details

Baillie Gifford & Ca were appointed as
Investment Mcnogers ond Secretanies to the
Company with effect from 1 January 2004
The monagement contract can be terminated
at six months’ nohce The property porffolio
1s managed by OUM bimited The agreement
can be terminated on three months’ notice

Management Fees

Bailhe Giffoid & Co's annual management
fees for the years ending 31 December
2006 and 2007 have been fixed a

£1 55m and £1 75m respectvely
Thereater, Baithe Gifford & Co will receve
on annual management fee of O 45% of
fotal assels less current liabiliies, excluding
the property portfolio, calculated on a
quarterly basis

OUM Limited receves an annual fee of 0 5%
of the value of the property portiotio subject
to & minimum quarterly fee of £6,250

Capital Structure

Al the year end the Company's share capital
consisted of 132,485,943 ordinary shares

of 25p each which were 1ssued and fully
paid The Company has been granted the
authonty to buy back a hmited number of

its own shares tong term gearing has been
secured by the 1ssue of £80 million (nominal
value] of debenture stock

ISA/PEP

ISA and PEP transfer facilities are available
{see inside back cover)

AlC

The Company 1s a member of the
Association of Investment Companies
{formerly the Associahon of Investment Trust

Companies - AITC)

Notes

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

Investment teusts are UK public Iisied
companies and 6s such comply with the
requirements of the UK bisting Authonty
They are not outhonised or regulated by the
Financiol Services Authonty

THESCOTTISH AMERICAN INVESTMENT COMPANY PAC 1



YEAR’S SUMMARY

Year’s Summary

The following information illustrates how SAINTS has performed over the
year to 31 December 2006.
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YEAR'S SUMMARY
31 December 31 December
2006 2005 % change
Total assets [before deduchon of debenture) £462 7m £426 Om
Debenture |book value) £89 1m £89 4m
Equity shareholders’ funds £373 6m £336 &m
Net asset value per orchnary share (debenture at fair value) 272 ép 241 2p 130
Net asset value per ordinary share (debenture at book value} 282 Op 254 1p 110
Share price 241 3p 218 8p 103
FTSE All Share Index 32214 2,847 0 132
FTSE World Ex UK Index (in sterling terms) 3139 3034 35
Benchmark composite index* 102
Discount {debenture at fair value) 11 5% 9 3%
Discount (debenture at book value) 14 4% 139%
Eamings per ordinary share 7 55p & 80p 110
Dwvidends paid and proposed 7 40p 4 53p 133
Expense ratio 0 78% 0 80%
Year to Year to

31 December 2006

31 December 2005

Year's high and low

Net asset value [debeniure at fair value)
Net asset value [debenture ot book value)
Share price

Discount {debenture at fair value)
Discount {debenture at book value)

High Llow
274 3p 228 3p
282 Op 239 0p
247 5p 201 5p

4 3% 13 1%

B 5% 16 3%

Yaar to

31 December 2006

High Low
241 2p 150 8p
254 1p 200 2p
218 8p 167 5p

6 6% 150%

11 0% 18 4%
Year to

31 December 2005

Total return performance

Net asset value [debenture at fair value)
Net osset value {debenture at book volue]
Share price

Benchmark compasite index*

One Year Performance

{higures plotted on a monthly basis rebased to 100 at 31 December 2005)

Past performance 1s no guarantee of future performance

16 1%
13 9%
13 7%
13 4%

THE SCOTTISH AMERICAN INVESTMENT COMPANYPLC 3
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FIVE YEAR SUMMARY

Five Year Summary

The following charts indicate how SAINTS has performed relative to its

benchmark and its underlying net asset value over the five year period to
31 December 2006.
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FIVE YEAR SUMMARY

5 Year Total Return Performance Relative Annual Net Asset Value and
Share Price Total Returns (relative to

f based to 1 1 ber 2001

Ihgures rebased fo 100 of 31 December | the benchmark* total return)

Discount to Net Asset Value Dividend and RPI Growth Rate
|plotted on a manthly basis| [figures rebased to 100 at 31 December 2001)

The hne at 31 Becember 2003 signifies the appointment of Baille Gifford & Co as Managers and Secretaries

Post performance 1s no guarantee of future performance

* On 1 January 2004 the Company changed its benchmark from 65% FTSE AllShare Index and 35% FTSE World Ex UK Index to 70% FTSE AlFShare Index ond 30%
FTSE World Ex UK Index For the purposes of the above graphs the returns on both benchmatks for therr respective penods have been hnked to form a single
benchmark

T On 1 Jonuary 2004 the Compamy changed its main measure of NAY performance from NAY at book value to NAY at farr value Where possible [os indicated by 1),
NAVs ot farr volue have either replaced o been provided m addinon to INAVs at book value in the above graphs since 1 January 2004

THE SCOTTISH AMERICAN INVESTMENT COMPANYPLC 5



CHAIRMAN'S STATEMENT

Highlights

* Proposed total dividend increase
of 13% for 2006

* NAY total return for 2006
ahead of benchmark

Chairman’s Statement

| am pleased to report very satisfactory rises in your Company’s net asset
value, earnings per share and dividend per share over 2006. For the third
year in a row, SAINTS portfolio has outperformed its benchmark.

Results

The net asset value totol return, with the
debenture valued at its market price, was

16 1% This compoeres to a benchmark retusn
of 13 4% The benchmark 1s a composile
index compnsing 70% FTSE All Share Index
ond 30% FTSE World Ex UK Index

Asset allocation was posifive, with cur
commercial property portfolic producing a
fotal return of 18 5% In the equity porffolios,
the contribuhen fo return from stock selection
was marginally negative this year However,
having now been with Ballie GiHord for
three years, we are able to assess their
choice of stocks over a more meaningful
penod than |ust twelve months and, since
therr appomtment, stock selection has made
o posiive contribution to performance We
had a rewarding expenence in fixed snterest
markefs where, despite finding the general
leve! of markets unattractive, we were

able to invest in a small number of specific
overseas opporiuniies which produced
good returns

Dividend

The capital performance of the portfolio
has been matched by similar strength w the
revenue account with the level of eamings
per share asing from & 80p last year to

7 55p 1n 2006 Consequently, SAINTS
was able to pay quarterly dividends for

the first three quarters of the year that were
signihicantly higher than for the same penod
in 2005

We are recommending that the final
dividend payment be set at 2p per share
If approved at the AGM, this would give
a tofal dividend for 2006 of 7 4p, a 13%
increase on the 2005 total

Discount

At the start of 2006, SAINTS' share price
was 218 75p ond the net asset volue per
share [with the debenture at market value)
was 241 2p By the end of the year, the
share price had nsen to 241 25p and the
net asset value per share to 272 6p This
means that the discount to net asset value

Past performance 1s no guarantee of future performance
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* Over 3 years, a 31% ncrease n
dwidend and sirong capital returns

(the difference between the share price and
the net asset value per share) widened from
G 3% to 11 5% despuite the strong capital
performance and the dividend increase
achteved 1n 2006 However, the underlying
trend over the last shree years has been for
the discount to narrow reflecting SAINTS’
success in delivering growth in both capital
and income

Buy backs and Treasury Shares

The power to buy back shares was renewed
at last year's Annual General Meeting The
Board 1s mindful of the enhancement to net
asset value that can accrue to shareholders
through use of buy-backs and of the desire of
shareholders to avoid undue volatlity in the
discount However, because the widening in
the discount was medest, the Board chose
not to buy back shares during 2006 The
Board intends asking for the authority to

be renewed at this year’s AGM so that it is
available should future circumstance moke a
buy-back more appropnate



Borrowings

The Company’s current borrowings are

in the form of a single debenture due for
repoyment in Apnl 2022, on which date
£80m wilt be repaid 1o debenture holders
{compared to its current book value of
£8%9m)

The debenture was issued 1n three tranches
duning the course of the 1990s Becouse

the general level of interest rates has fallen
since then, the market prce of longer dated
bonds such as SAINTS’ debenture has nisen
This explains why the market value of the
debenture, ot £102m, 1s substantally higher
than either the book value or the repayment
omount However, In 2006, the market value
of the debenture fell from 1ts prior year level,
enhancing net asset value total returns for the
year by two percentage points This foll was
reflective of a general move in the sterling
bond market towards higher yields and lower
prices as investors reassessed the likely path
of future mflation and short term interest rates

It 1s also worth noting that, becouse of the
sharp nse in the value of the investment
portfolio, the size of borrowings relanve to
the: size of shareholders’ funds has fallen )f
one goes back three years, the book value
of the debenture was equivalent to some
35% of shareholders’ funds By the end of
2006, 1t had fallen to 24%

Property

The Board has reviewed the level of
exposure o pioperty investments In domg
so, it has considered both the directly held
portfolio of manly high street properties
outside london and the exposure 0 the
quoted equity pertfolios to UK, Japonese
and European commercial property

The performance of the directly held portfolio
has been exceptionally good since its
incephion with an average annuol return of
14 5% However, the Board s mindful of the
histoncally low levels to which commercial
property yields have fallen in the UK It has

CHAIRMAN’S STATEMENT

therefore decided 1o reduce the directly held
portfolic Substantial reductions have also
been made 1o the UK property exposure in
the quoted equity portfolio

The Board and the AGM

Dr Janet Morgan and Mr David Price, who
have been on the Board for more than nine
years, offer themselves for re-election ot the
AGM The Board confirms that it considers
Dr Morgan and Mr Price 1o be independent
and recommends their reelechion based

on their expenence, contnbuhon and
expertise Dr Morgan has intmated that
she intends to retire at the AGM in 2008
Mr Enc Hagman and | retire by rotation
and offer ourselves for re-election Afier

a performance evaluation, the Board
considers that we continue to be effective
and remain committed fo the Cormpany and
recommends our reelechon

I hope that you will be able to attend the
Annual General Meeting which will be held

THE SCOTTISH AMERICAN INVESTMENT COMPANYPLC 2
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CHAIRMAN'S STATEMENT

at Baillie Gifford's offices at Calton Square,
1 Greenside Row, Edinburgh on Thursday
5 Apnl 2007 ot 11 00am There 15 o map
with drrechons on page 49 The Managers
will make a short presentation and the
Directors look forward to meeting you

Outlook

We expect 2007 1o be ancther strong yeer
for the global economy This should cllow
companies again fo increase their profits
and raise the dwidends that they pay to their
shareholders

Despite this upbeat assessment of growth
ond corporate profits, SAINTS begins the
year with a slghtly reduced exposure to
equity markets compared to either of the
last two years  Strong economic growth

1s leading 1o the reemergence of some
wllatonary pressures and thuis will probably

T_B ANNUAL REPORT 2006

make for a less supportive environment than
we have been used to 1n recent years

However, we do shil expect equites to
outperform other asset classes We also
have every conhidence in our Managers who
have delivered such good returns in the three
years since they were appointed We ore
therefore happy to remain fully invested for
the hime being

Sit Brian Ivary CBE

Chairman
16 February 2007



PARECTORS AND MANAGEMENT

Directors and Management

Members of the Board come from a broad variety of backgrounds. The Board
can draw on an extensive pool of knowledge and experience. Baillie Gifford &
Co, a leading UK investment management firm established in 1908, have acted
as Manager and Secretaries since 1 January 2004.

Directors

1 Sir Bnian G Ivory, CBE, CA

Sir Bnan, whe 15 57, joined the Beard

in 2000 and wos appoeinted Chairman
in 2001 He 1s also the chairman of the
Nominations Commitiee He 15 a director
of HBOS P, Retec Digrtal ple and of
Remy Cointreau SA and 1s chairman of
the Trustees of the Nahonal Gallenes of
Scotland He was formerly charman of
Highland Distillers Ple

2 Enc Hogman, CBE, CA

Mr Hagman, who 1s 60, [oned the Board
in 2005 He joined Arthur Anderson in
1971 and became the managing partner
in Scotland in 1982 He spent the last five
years unhl 2002 in london as @ managing
pariner on the UK leadership Team He 15 a
director of Britsh Polythene Industres ple, The
Royal College of Art and Glen Group ple
He was formerly a trustee of the National
Gallenes of Scotland and a director of
Scotish Financial Enterpnse ond Scottish
Enterprise

3 Lord Kerr of Kinlochard, GCMG

Lord Kerr, who 15 65, |oined the Board

in 2002 and 1s chairman of the Audit
Committee He was Head of the Diplomatic
Service from 1997 to 2002, having
previously been Ambassador to the
European Union and then to the United
States He 1s deputy chairman of Royal
Dutch Shell pic, o direcior of Rio Tinio Ple
and chairman of impenal College London

4 Peter Moon

Mr Moon, who 1s 57, |oined the Board in
2005 He has been chief investment officer
of the Universies Superannuation Scheme
Limited fund since 1992 He 1s o director
of MBNA Europe and 1s a former Member
of the National Associaton of Pension
Funds Investment Committee Prior to joining
Universities Superannuation Scheme, Mr
Moon managed investments at the Bnitish
Aurways Pension Fund and the National
Provident Inshiuhion, which he joined in
1978

5 Dr Janet Morgan, D Phil

Br Morgan, who 15 61, joined the Board

in 1991 She 15 a director of Stagecoach,
The Scottish Oriental Smaller Companies
Trust, Murray International Trust and Close
Enterpnse VCT PLC  She 15 also chairman of
the Nuclear Liabilities Fund and the Nuclear
Trust

6 David | W Price

Mr Price, who 1s 59, joined the Boord

in 1997 and 1s the senior independent
director He 1s chairman of Aberdeen All
Asia Investment Trust PLC and 1s a director of
Melchior Japan Investment Trust ple He was
formery deputy chawmaon of Mercury Asset
Management Group plc and chairman of
F&C Management Limited

Ali Directors are members of the Nomination
and Audit Committees

THE SCOTTISH AMERICAN INVESTMENT COMPANYPLC 9



DIRECTORS AND MANAGEMENT

Managers and Secretaries
SAINTS 1s managed by Baille Gifford &

Co, an investment management firm formed
in 1927 out of the legal firm Baillie &
Gifford, WS, which had been imvolved in
investment management since 1908

Baillie Gifford & Co 1s one of the largest
investment trust managers m the UK and
currently manages eight tnvestment trusts
Balllie Gifford & Co also manages unit trusts
and Open Ended Investment Companies,
together with investment portfolios on

behalf of pension funds, charties and other
instiutional clients, both in the UK and
overseas Funds under the management or
advice of Balllie Gifford & Co total around
£50 bithon Based in Edinburgh, they

are one of the lecding privately owned
investment management firms in the UK, with
29 partners and o staff of over 450

_._‘IG ANNUAL REPORT 2006

The manager of SAINTS' portfolio 1s Patrick
Edwardson, a pariner of Baille Gifford

& Co Painck 1s responsible for SAINTS'
equily investments, working closely with alt
of Baille Gifford’s equity investment teams
SAINTS’ bond nvestments are managed
by specialists in Baillie Gifford’s fixed
income feam The property investments are
managed separately by OUM Limited, a
specialist property manager

The firm of Baille Gifford & Co are
authonsed and regulated by the Financial
Services Authonty



MANAGER'S OVERVIEW

Performance Attnbution for the year to 31 December 2006

Average allocation Total return Contributon to Stock Asset

SAINTS  Benchmork SAINTS  Benchmark relative return Selection  Allocahon
Portfolio breakdown % % % % % % %
UK Quoted Equities 700 700 169 168 02 02 -
Global fex UK] Quoted Equities 350 300 46 56 (0 8) {0 4) (O 4)
Quoted Fixed Interest 58 - 772 - 02 - {034]
Properties 114 - 185 - 06 - 06
Unquoted [ - (7 &) - 02 - (O 2}
Deposits and Other llems 18 - - - 01 - 01
Debenture at book value {25 1) - 68 - 15 - 15
Portfolio Total Return {debenture at book value) 147 134 12 {02 14
Ad\ustment for change 1n fair value of debenture 22
Portfolio Total Return (debenture at fair value) 169 134 31
Expenses {0 8)
Fund Total Return {debentyre at fair value) 161

The above returns are calculated on a total returns basis with net income reimvested Source Baillie Gifford & Co

Manager’s Overview

Baille Gifford & Co have now been
managing SAINTS' investment portfolio for
three years The tofal return on net asset
value over that period has been 62 3%
which compares to a tofal return on SAINTS'
benchmark of 55 2%

The global economy has grown very strongly
over the last three years, corporate profis
have increased significantly and low levels
of iterest rates and bond yields in many
countnes have allowed a high level of
hquidy to suppert financial markets and
asset pnces In short, it has been a very good
penod wn which to be nvesting

These benign conditions continued throughout
2006 dunng which period SAINTS' net asset
value total return wos 16 1%, ahead of the
13 4% total return on the benchmark The

best refurns were achieved on the property
investments where the tofal return was 18 5%
Stock selection was marginally helpful to

our UK equity returns but the 16 9% figure
achieved for the year largely reflects a strong
market performance Affer a very strong year
in 2005, the overseas equiy refurns were
considerably lower this year at 4 6% The
main cause of Hus was the strength of the
pound which coused good local currency
returns to appear far more modest once
translated back into sterling Qur choice of
stocks in overseas markets alse detracted
shghtly from returns, as did the decision to
have an above benchmark weighting 1n such
markets However, our choice of fixed interest
investments was more astute and the 7 2%
refurn compares favourably to SAINTS' own
borrowing costs for the year

With economic growth strong and profitability
high 1n 2006, most quoted companies felf
able to ncrease ther dividend payments  This
meant that SAINTS' income also increased,
by 10% over the 2005 level which fed
through to an 11% increase in ecrnings per
share

Patrick Edwardson
16 February 2007

Post performance 1s no guarantee of future performance

THE SCOTTISH AMERICAN INVESTMENT COMPANY PLC 11



DISTRIBUTION OF PORTFOLIO AND INVESTMENT CHANGES

Distribution of Portfolio

Asset Allocahion 2004 {2005)

Investment Changes [£'000}

Quuoted Equihes by Sector 2006 {2005)

Valuahon ot Net acquisihons/ Appreciation/ Valuaton at
31 Dec 2005 {disposals} {depreciation) 31 Dec 2006

Quoted equities
United Kingdom 241,205 {11,890} 31,939 261,254
North America 60,861 2,451 (8,222) 55,000
Confinental Europe 19,025 5,504 5,025 29,554
Japan 3,361 4,471 243 8,075
Asia Pacific/Emerging Markets 39,944 {9,506} 6,377 36,815
Total quoted equities 364,396 {8,970) 35,362 390,788
Unquofed 5,021 (1,420) {534 3,065
Quated fixed interest 17,331 6,383 459 24,173
Properties 38,700 318 4,682 43,700
Total investments 425,448 {3,689 39.967 461,726
Net liquid assets 573 330 44 947
Total assets 426,021 {3,359) 40,011 462,673

The figures above for total assets are made up of tofal net assets before deduction of the debenture
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Thirty Largest Equity Holdings

THIRTY LARGEST EQUITY HOLDINGS AND PROPERTY PORTFOLIO

2006 2005
Valve % of Value
Name Region Sector £000 total assets £000
Royal Bank of Scotland Unsted Kingdom Ranks 19,335 42 14,598
Barclays United Kingdom Banks 15,854 34 13,004
GlaxoSmithKline United Kingdom Pharmaceuhcals and bictechnology 15,411 33 14,989
HSBC United Kingdom Banks 14,250 31 Q472
Petrobras Brozil Ol and gas producers 12,297 27 10,612
HBCS United Kingdom Banks 12,175 26 10,637
BP United Kingdom Ol and gas producers 10,619 23 9,117
Royal Dutch Shell United Kingdom Ol and gas producers %,070 20 7,642
Rio Tinto United Kingdom Mining 8,933 19 6,093
Diageo United Kingdom Beverages 8,274 18 6,937
Aviva United Kingdom Ufe insurance 8,010 17 8,030
Lonmin United Kingdom Mining 7,505 16 4,020
Vodafane United Kingdom Mobile telecommunications 7,157 15 14,460
Atlos Copeo Sweden Indusinal engineering 6,947 15 6,117
Wolseley United Kingdom Support services 6,818 15 -
Alina North America Tobacco 6,528 14 6,489
Prudennol United Kingdom Life insurance 6,198 13 4,878
Man Group Uniled Kingdom General financial 6,195 13 5,839
Carnival United Kingdom Trovel and lessure 5,243 11 -
Rufley European Property United Kingdom Real estate 5,125 11 -
Sarasung Electromes South Korea Electronuc and electncal equipment 5,074 [ 5,730
Moody's MNorth Amernea General hnancial 4912 11 8,080
BHP Bilton 6% 2007 Umited Kingdom Mining 4,782 10 -
Topps Tiles United Kingdom General retailers 4,585 10 -
Yell United Kingdom Media 4,526 10 -
Tesco United Kingdorm Food and drug retallers 4,449 10 -
eBay MNorth Amenca General refalfers 4,434 10 2,845
SAP Germany Sohware and computer services 4,422 10 4,280
Canon lapan Electroric and eleciical equipment 4,252 09 3,361
Low & Bonar United Kingdom Construchan and matenials 4,247 09 -
237,627 513 177,230

Property Portfolio
2006 2005
Valus % of Value
Location Type Tenant £'000 total assets £000
Ashford Shop W H Smith Ple 1,800 04 1,650
Dundee Public House J D Wetherspoon ple 1,450 03 1,250
Dunfermline Shop W H Smith Ple 2,950 06 2,750
Kenitworth Nursing Home Southern Cross Plc 5,250 11 4,150
Kingston upon Hull Public House Whitbread Plc 1,100 02 950
Milton Keynes Hotel CHE ple 8,500 18 7,400
Newcastle under tyme Shop W H Smith Pic 1,650 04 1,550
New Romney Holiday Village leisure Group GB plc 5,500 12 5,000
Nottingham Public House/Restourant  Morland Ple 5,000 11 4,750
Oban Shop W H Smith Ple 1,500 03 1,250
Portsmouth Public House J D Wetherspoon ple 2,950 06 2,650
Reading Restaurant Bright Reasons Resiaurants Lid 1,450 03 1,350
St Andrews Shop W H Smuth Ple 1100 02 250
Torquay Public House Ind Coope [Oxford & West) Ld 1,350 03 1,250
Weybndge Restaurant City Centre Restaurants (UK] tid 850 02 800
Winchester Public House Fuller Smith & Turner Plc 1,300 03 1,000
43,700 23 38,700

THE SCOTTISH AMERICAN INVESTMENT COMPANYPLC 13



CLASSIFICATION OF INVESTMENTS

Classification of Investments

Global 2006 2005
UK {ex UK} Total Total
Classification % % % %
Quoted Equities
Oil and gas producers 50 43 93 Q4
Oil and Gas 50 43 93 94
Mining 45 07 52 30
Basic Matenals 45 07 52 30
Construchion and matenials 09 08 17 18
Electronic and electncal equipment - 20 20 21
Industnal fransportation - 04 04 04
Industrial engineenng - 23 23 31
Support services 37 09 46 09
Industrials 46 64 1o 83
Automobiles and parts - 11 11 10
Beverages 18 - 18 1o
Food producers - 04 04 15
Household goods - 05 05 05
Personal goods - 15 15 12
Tobacco 08 14 22 44
Consumer Goods 26 49 75 102
Healthcare equipment and services - 05 05 15
Pharmaceuticals and bigtechnolegy 33 04 37 45
Health Care 33 09 42 60
Food and diug retallers 10 12 22 16
General retailers 16 26 42 33
Media 19 09 28 21
Travel and lesure 16 06 22 26
Consumer Services 61 53 114 96
Mobile telecommunications 15 - 15 41
Telecommuricahons 15 - 15 41
Electncity - - - Q6
Unlihes - - - 06
Banks 148 07 155 146
Nonhfe insurance 29 06 35 29
Ufe insurance 38 - 38 37
Real estate 37 06 43 35
General financial 13 11 24 &4
Equity investment instruments 13 - 13 05
Nonequily investment insirumants 04 - 04 04
Financials 282 30 312 320
Software and computer services 06 27 33 23
Technology 06 27 33 23
Total Guoted Equihes 56.4 28.2 84.6
Total Equities — 2005 56 6 289 855
Ungquoted 06 - 06 12
Quoted Fixed interest - 53 53 41
Propertias 93 - 93 21
Net Liquid Assets 02 - 02 01
Total Assets 66.5 335 100.0
Total Assets — 2005 700 00 1000
Debenture (19 2) - (19 2) (21 0)
Equily Shareholders’ Funds 47.3 33.5 80.8
Equity Shareholders’ Funds — 2005 490 300 790
Number of equily invesiments 49 40 89
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Diageo

Ownership of some of the strongest brands
in the drinks industry ts dniving profits growth
at Diageo  Photograph reproduced with the
permission of Diageo ple

Manager’s
Portfolio
Review

The investment Portfolio

SAINTS ams to achieve balancec growth in
both ncome and capital in order to sustain

a progressive dwidend policy The focus of
the nvestment porifoho 1s on quoted equities
and the slarting position for the investment of
shareholders’ funds 15 to have 70% placed in
UK equities and 30% in nonlK equities The
porttohio 1s achively managed which means that
the total amount invested in quoted equities,
the spht between UK and overseas markets
and the choice of ndividual stocks held will
vary according to where we see the best
opportunities We wall also look 1o exploit
attractive investment opportunihes in debt and

property markels

SAINTS, like all investment frusts, 15 able o
gear up shareholder returns by borrowng
money Current borrowings consist of a single
debenture 1ssue, the book value of which ot
the end of 2006 was a litle under one quarter
the size of shareholders’ funds During 2006
this borrowed money supported a ronge of
profitoble invesiments in equity, bond and
property markets

UK Equittes

SAINTS' UK equity investments produced a tofal
return of 16 9% 1n 2006, marginally ohead of
the 16 8% return on the FTSE All Share Inclex

The absolute level of this retusn 1s very sakshying
and far higher than one can reasonably expect
from equity merkets in the long run Haowever,
the very slender margin by which our stocks
beat the market was frustrating

A parhcular feature of the UK market during
2006 was the high level of takeover activity
and refated speculation We got some beneht
from this trend through holdings such as RHM,
the food producer, which was bid for by o rival
and Lonmin, the precrous mefals miner, whose
share price received regular support from
takeover speculation However, we also missed
out on a number of skacks which saw takeover
related shore price gams

Small and mid-sized companies appeared

10 goin most benefit from the tokeover
speculation At the start of last year we felt therr
valughons were stretched affer a long penod
of outperformance agatnst larger stocks This
view tumed out fo be wrong and mid-caps

Past performance 1s no guarantee of future performance
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ogamn performed more skongly than their larger
brethren However, this now leaves them at
a substanhal valuotion premium compared

to the larger companies that dominate our
portfolio and 1t 1s difficult fo foresee eamings
growth being sufficient to sustain this premium
We have dentibed some prospects that laok
appealing — stocks such as tile retarler Topps
Tiles, floonng manufacturer low and Bonar
and the motor nsurance company Highway
Insurance — but we remain cautious abou
prospects for the midcap sector as a whole

Our preference for large caps 1s most easily
seen in our holdings of inancial sector stocks,
particularly borks After underperforming
significantly 1n 2005, 1t was pleasing to see
the bank holdings perform well in 2006 with
the share prices of Northem Rock and Barclays
especially stong However, we think the
valughons of our UK bark holdings are still too
low given our expectations for their earnings
growth and they therefore remain o prominent
feature of the portfolic Our other financial
stocks also did well, notably hedge fund
manager Man Group which produced another
splendid operatonal result The positions

in nsurance stacks also proved prohitable,
porheulary those of Amlin and Hiscox
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1 Topps Tiles

Topps Tiles 1s the leading speciahst
retailer of tiles in the UK and 1s also
expanding in continental Europe
Photograph reproduced with
permission of Topps Tiles plc

2 Low and Bonar

A new holding in the portfolic

this year was Low and Bonar, a
manufacturer of and supplier of
yarns, fabrics and flooring products
to a broad range of customers

Photograph reproduced with the
permission of Low and Bonar ple

The share prices of property stocks such as
Betish Land and DTZ rose very sharply, drven
up by fising commercial property values n

the UK and market enthusiasm for the creation
of real estate investment trusts Most of those
stocks which gave exposure ta the UK property
market have now been sold but we have

been enthusiastic buyers of UK hsted property
companies exposed to the Evropean and
Japanese property markets

We had mixed success with our invesiments in
the mining sector Lonmin, menhoned earlier,
was one of our best performing UK stacks

but the position in Rio Tinto made o negative
conirbuton We remain favourably inclined
toward mining companies, largely because

of & bull:sh view on world economic growth,
and hove mereased the exposure by buying an
instrument that gives high yielding exposure to
the BHP Billiton share price Our underweght
posihion in o helped relative performance

Qur one utlity helding, Scothsh and Southern
Energy, did very well, so much so that valuahon
arguments persuaded us fo sell it before the
end of the year In aggregate though we

were underweight in ublihes and this proved a
mistake
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In short, rather @ mixed bag for the year But, at
the year end, the companies in which we were
invested typically offered a premium yield to

the wider market and the valuations on which
they troded put them on a discount 1o the market
mulhiple despite them having, in our estmation,
strong growth prospects We beleve this 1s a
fm foundation for outperforming the market 1n
the years to come

Global Equities

The return on the globeal equily porfelio was
low, just 4 &% It wos also behind the 5 6%
return on the FTSE World ExUK Index The
mein reason for such low returns from overseas
markets was the strength of sterling, particularty
against the US dollar

in 2006, overseas stack selechon detracted

0 4% from overall performance  This is
disappomnting but the deliberately concentrated
nature of the portfolio (1t numbers |ust forty
stocks} means that performance 1s lkely to be
volatle over short perods The best Hustrahen
of this 1s that despite underperforming in two
of the three years since we were appointed s
manager, the aggregate performance of the
overseas portiolio over the full three year period
s well ahead of the benchmark

On average through the year we had an
amount equal to 35% of shareholders’ funds
invested in overseas stocks, five percentage
potnts more than the benchmark weighting
This asset allocation decision made a small
negative contbution to performance because
the oppreciation of the pound meont that good
focal market returns were much reduced ence
ranslated bock into sterling

The above benchmark weighting i overseas
markets during 2006 was a reflechon of the
number of indwiducl stock opportunities that we
encountered rather than a parhcular view of
regional growth or exchange rate movements
We believe sirongly that as global rade
increases, and the bamers between individual
econamies and marke!s break down, it will
become ever more important to approach
mnvestment from o global perspective We are
happy to continue with the weighting for as
long as we have confidence in the underlying
stocks

Prior to 2006, the global equity perifoho
focused on companies with high organe
growth prospects and which consequently
tended to have a low dividend yield This
year we purchased o number of siocks



1 Trawis Perkins

Travis Perkuns, the UK disinbutor
of building materials, saw a big
recovery in its shore price in 2006
Photograph reproduced with the
permission of Trawis Parkins ple

2 Pulte Homes

Housebuilders in the US faced
difcult market condifions in 2006
but we believe wellrun companies
such as Pulte Homes will deliver
good shareholder refurns from

here Photograph reproduced with
permission of Pulte Homes

which, in addihon fo the potental for capital
growth, also offer a more atiractive level of
mmediate income  Inikal resulls of this move are
encouraging and we shall confinue o develop
this aspect of the portfalio

The concentrated nature of the porffolio usually
ensures that each iIndmidual holding has a
noficeable impact on the overall perfermance
and 2006 was no exception The ol stocks
Petrcbras, Gazprom and Lukoll made matenal
positive contributions  Infosys Technologies, an
Indian software company purchased during
the year, was a sirong performer Sheres listed
on European morkets did well, with Swedish
engmeenng firms Atlas Copco and Sandwik
enjoying a very prosperous year both in ferms
of share price performance and the progress of
therr businesses, the share price of Porsche, the
German car manufacturer, rose sharply despite
its decision o invest significantly in the less
impressive Volkswogen group We benefited
from a takeover of one of our stocks when
Golden Wesi, the US morigage bank was
acquired

However, the negative performances
outweighed the positive ones US listed stocks
were the worst offenders, largely because

of the move In the dollar sterling exchange

rate ondine auction stock eBay, photographic
image company Gefty Images and web-based
retaller Amazon each detrocted from relative
performance, the slowdown in the US housing
market ook its toll on floarnngs manufacturer
Mohawk Indusines and househuilder Pylte
Homes and a selection of other US holdings ofl
saw double digit declines in the sterling value
of their share prices  Exchange rate faciors
also explan the negahve returns from Meitec
Corporahion and Fukucka Reat Esiate Invesiment
Trust, two of our three Jopanese stocks

Fixed Interest

As a percentage of the overall portfalio, the
alloeation to bonds changed only slightly
through the course of 2006, beginning the
year at 4% of gross assets and fimshing at
5% However, the nature of these investments
changed signihcantly

At the start of the year, our bond holdings were
the result of our policy of investing unused
debenture proceeds in a porffalio of sterling
denominated, nvesiment grade bonds the return
on which would broadly match the cost of the
debenture By the end of the year, this maiching
portfolio had been sald and the exposure wos
to three specific investment opporturihes

MANAGER'S PORTFOLIO REVIEW

We hrst idenhhed a shortdated bond issued by
the Ford Motor Company which, when inihally
purchased, was priced at a level consistent
with Ford’s subrinvestment grade credit rating
Qur research suggested that the repayment of
this bond, due in 2008, was guaranteed by
a much more highly rated hinancial institution
ond consequently the bond deserved to

rade ot a much higher price  Second, we
purchased indexlinked bonds 1ssued by the
Brazilian government, the real yield on which
was approximately 9% at the time of cur fust
purchase We saw this as anomalously high
given the significant recent improvement in the
macroeconomic fundamentals of the Brazilian
economy Third, we also nvested in bonds
{Bay Haven ‘B’ and 'C’) where our return will
effectively depend on the frequency and size of
msurance mdustry losses ansing from a number
of weather and seismic related events across
various geographies over the next three years
Here the opportunity, as we saw I, arose from
the market's unfamiliarity with this new type of
investment, cousing 1t fo be priced at a level
we considered very affrachive when viewed
olongside estabhshed nisk models

THE SCOTTISH AMERICAN INVESTMENT COMPANY PLC 17



MANAGER’S PORTFOLIO REVIEW

1 Pefrobras

Petrobras, the Brazilien integrated
ol company, 1s growing produchon
volumes sirongly Photograph
reproduced with permission of
Petroleo Brasileiro S A

Commeraal Property

The direct investments in commercial property
are managed by OLUM Lid, o specialist n
property invesiment The porffolio consists of
16 indwidual properhes and these are listed
on poge 13 of this report No new properties
were acquired duning the year but a small
incremental invesiment was made at the New

Romney property

The low level of bond yields, the willingness
of lenders 1o provide financing for property
purchoses and enthusiashic buying by invesiors
combined to produce another very strong
year for the UK commercial property market
Once agam, SAINTS' property portfolio
benehted from this very supportive backdrop
and produced a tofal return of 18 5%, o
combination of o capital gain of approxmately
12 5% and rental income equivalent to 6% of
the portiolio’s value

Unquoted Investments

SAINTS has a smell rumber of unquoted
investments with a total value of £3 1m £2 Om
of this 15 an investment in a high coupon

loan note 1ssued by International Mezzanine
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2 Zhepang Expressway

Zhejiang Expressway operates
tollroads in the Zhepang region
of China Photograph reproduced
with the permission of Zhepang
Expressway Company lid

Invesiment N V and an ordinary shareholding
in the seme fund IMI 1s @ fund that was
established in 1995 to invest in the mezzanine
debt and equity of companies undergoing
leveraged buy-outs or capital reconstruchons
It1s now grodually being liquidated as
opportunities anise fo sell the underlying
investments Two repayments of capital on the
loan nole were received in 2006

Outlook

Although inferest rates are now nising 1n many
couniries, it seems to us that monetary policy
in most parts of the world 15 shll more likely to
stmulate than resinict growth We therefore
expect 2007 to be ancther year of stong
growth n the global econemy with corporate
earnings rsing again

Ordinarly, this assessment would support

g dishinctly bullish invesiment stance for the
porttolic But this ime we see several reasons
for cautan First, consensus eqrnngs farecasts
for most companies and markets suggest higher
corporate earnings are alreody antcipated
There 1s therefore less scope for a posihve
surprise Second, the last three or four years

have been charactensed by an unusually sirong
appente for sk Any negatve surprise might
see this dechne Finally, we are concemned that
inflaton could prove a more widespread and
stubborn problem than 1s commenly thought It
is importans to be cleer that we do not envisage
a return 1o the very high levels of inflation that
prevailed twenty or thirly years ago, but we do
think it possible that upward pressure on prices
will become more widespread than i the last
five years or so I we are correct in this view,
interest rates around the world will move higher
than currently forecast

We therefore siart 2007 with o shightly lower
level of gearing to equity markets than in either
of the two previous years and are prepared

to adopt a mare cautious stance sl should
conditions |ushfy

Painck Edwardson
16 February 2007



LIST OF INVESTMENTS AS AT 31 DECEMBER 2006

Value
Clgssthcaton Name £'000 %
United Kingdom Quoted Equines
Ol and gas producers BG Group 3,044
8P 10,619
Royal Dutch Shell 2,070
22,733 50
Mining BHP Billton &% 2007 * 4,782
Lonmmn 7,505
Rio Tinto 8,933
21,220 45
Construction and materials Low & Bonar 4,247 09
Suppert services Capita 2,200
Dawson Holdings 2,204
Expenan 2319
Travis Perking 3,418
Wolseley 6,818
17,049 37
Beverages Diageo 8,274 18
Tobacco British Amencan Tobocco 3719 08
Phormoceuhcals and bictechnology GloxoSmihihne 15,411 33
Food and drug retailers Tesco 4,449 10
General retailers Next 2,564
Topps Tiles 4,585
7,149 16
Media BskyB 2,401
Euvromoney Institutional Investor 1,822
Yell 4,526
8,749 1¢
Travel and leisure Carnival 2,489
Lodbrokes 2,041
Willam Hilf 3,357
7,887 16
Mohile telecommunications Vodaofone 7,157 15
Banks Barclays 15,854
HBOS 12,175
HSBC 14,250
Naorthern Rock 3,108
Royal Bank of Scotland 19,335
Standa:d Chortered 3,890
68,612 148
MNonlife wnsurance Ambin 3,539
Highway insurance 4,095
Hiscox 3,150
Jardine Lloyd Thomson 2,095
12,879 29

*Structured note finked 1o share price of BHP Billiton
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LIST OF INVESTMENTS AS AT 31 DECEMBER 2006

Value
Classihcation Name £°000 %
United Kingdom Quoted Equities {confinued)
bife insurance Aviva 8,010
Friends Provident 3,550
Prudential 6,198
17,758 38
Real estate ING UK Reai Estate income Trust 1,508
Invista European Real Estate Trust 2,930
Japan Residennal Investment Company 4,140
Rutley European Property 5,125
Wichford 3,603
17,366 37
General hnancic) Man Group 6,195 13
Equity invesiment instruments Kenmore European Industnal Fund 3,375
Value & Income Trust 2,643
6,018 13
Nonequily investmen instruments investars Capital Trust General Unifs 1,737 04
Software and computer services Sage 2,645 06
Total United Kingdom Quoted Equites 261,254 56.4
Global [ex UK) Quoted Equihes
Qil and gas producers Gazprom 4,239
Lukenl 3,235
Petrobras 12,297
19,771 43
Mining CVRD 3,346 07
Construchon end matenals Pulte Homes 3,901 08
Electronic and electiical equipment Canon 4,252
Samsung Electromcs 5,074
9,326 20
Industnal rensporiation Zhepong Expressway 1,982 04
Indusina! engineenng Allas Copco 6,947
Sandvik 3,835
10,782 23
Support services Fastenal 1,518
fron Mouniain 1,457
Meitec 1,161
4136 09
Auytomobiles and parts Hero Honda Motors 1,719
Parsche 3,149
4,868 11
Food producers Willem Whigley 1,746 G4
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LIST QF INVESTMENTS AS AT 31 DECEMBER 2006

Value
Classification Name £000 %
Global (ex UK} Quoted Equihes [confinued)
Household goods Mohawk Industnes 2,104 05
Personal goods ('Oredl 1,809
Hermes International 3,036
Pool 1,832
6,677 15
Tobacco Al 6,528 14
Healthcare equipment and sennces VCA Antech 2,398 05
Pharmaceuticals and biotechnology Teva Pharmaceuticals 1,830 04
Food and drug retailers Walgreen 3971
Whole Foods Market 1,582
5,553 12
General refailers Amazon com 3,264
Duty Free Shops 2,574
eBay 4,434
Wal Mart Stores 1,612
11,886 26
Media Getty Images 1,836
Ormmicom 2,189
4,025 09
Travel and letsure Carnival Corp 2,754 06
Banks D Carmege 2,028
M &T Bank 1,380
3,408 o7
Noniite insurance Prograssive 2,729 06
Real estate Fukvoka REIT 2,662 06
General inancial Moody's 4,912 11
Software and computer services Exact 1,754
Infosys Technologres 3,093
Microsoft 2,94}
SAP 4,422
12,210 27
Total Global {ex UK} Quoted Equites 129,534 28.2
Total Quoted Equities 390,788 84.4
Total Gluoted Fixed Interest 24,173 53
Total Unquoted lnvestments 3,065 06
Total Property 43,700 93
Net Liquid Assets Q47 02
Total Assets 462,673 100.0
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TEN YEAR RECORD
Capttal
Debenture Equity Net asset Net asset

At Total stocks  shareholders’ value per value per Share Discount T Discount T
31 December assels and loans funds  share [book)*  share ffeur}* price {book) {faur}

£7000 £000 £'000 p p p % %
1996 564,652 100,343 464,309 207 & - 1708 177 -
1997 643,527 124,764 518,763 2320 - 191 5 175 -
1998 702,578 125,424 577,154 2581 - 2100 186 -
1999 716,058 176,044 540,014 3199 - 267 8 163 -
2000 543,251 78,471 464,780 296 8 - 254 5 143 -
2001 422,850 Q0,274 332,576 2257 - 1923 148 -
2002 312,634 89,767 222,867 161 @ - 1328 180 -
2003 340,546 89,260 251,286 1858 1819 149 3 196 179
2004 a 361,69 89,760 271,931 2053 1971 167 5 84 150
2005 426,021 89,430 336,591 2541 2412 2188 13¢ 93
2006 462,673 89,079 373,594 282.0 27246 2413 144 1.5
*  Net asset value per ordimary share hos been calculoted after deduching the debenture ot either book valve or foir value
T Discount s the difference between SAINTS quoted share price and ifs underlying net asset value at erther bock value or farr valve
Revenue Gearing Ratios

Available Earnings Dividend

Year to Gross for ordinary per ordinary pre ordinary Expense Actual Potential
31 December revanue shareholders share § share [nei) rano § geanng § geanng 11

£000 £000 p p %
1996 20,638 11,170 500 518 0 59 112 122
1997 23,545 12,846 574 537 Q55 108 124
1998 25,070 14,290 639 HA45** 055 108 122
1999 17,911 11,693 584 5351 070 115 133
2000 13,346 7794 487 553 041 103 117
2000 12,551 8,337 546 557 020 100 127
2002 12,075 7,932 564 561 023 o9 140
2003 il,412 7913 582 565 013 103 136
2004 a 13,707 8,379 630 600 096 106 133
2005 13,986 2,000 6 80 & 53 080 110 127
2006 15,326 10,002 7.55 7.40 0.78 105 124

Cumulative Performance {taking 1996 as 100)

t The calculotion of sarnings per ordinary share s based on the revenue column of the return on ordinary activihies after taxahon i the income Stotement and the
wesghted average aumber of ordinary shares n 1gsue

§ Ratio of total operating costs to average shareholders’ funds

1 Total assets {including all debt used for investment purposes} less cash, fixed interest securities (ex convertibles) and propery dvided by shareholders’ funds

tt Totol assets [including all debt used for invesiment purposes] dwided by shareholders’ funds

“* Inchdes a special 125th annversary divdend of 1 O0p

Net asset Net asset Share Benchmark Earnings Dividend per Retail
At value value Share price total total  per ordinary ordinary price
31 December per share  total return price return  Benchmark return share share [nei) index
1996 100 100 100 100 100 160 100 100 100
1997 12 115 112 116 1o 122 118 104 104
1998 124 132 123 132 136 143 i28 125 106
1999 154 168 157 174 169 181 17 106 108
2000 143 159 149 169 157 171 Q7 107 112
2001 109 123 113 130 133 148 109 108 112
2002 78 @1 78 Q4 ?8 tt2 13 108 114
2003 89 108 87 110 115 135 116 109 119
2004 a 99 124 @8 128 124 150 126 14 123
2005 122 157 128 173 148 185 136 126 126
2006 136 178 141 197 163 210 i51 143 130
Compound annual returns
5 yeor 4 6% 7 7% 4 6% 87% 4 2% 7 2% 6 7% 5 8% 30%
10 year 3 1% 59% 35% 7 0% 50% 7 7% 4 2% 36% 20%
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Barlle Gifford & Co was appointed as Invesiment Managers and Secretaries of the Company writh effect from 1 January 2004 Cn the same date the Company also
changed ts benchmark kom 65% FTSE AllShare Index and 35% FTSE Waorld Ex UK index to 70% FTSE AllShare Index and 30% FTSE Ward Ex UK (ndex Far the

purposes of the above tables the setums on both benchmarks for therr respective penads have been linked 1o form a single benchmark
A The higures pnor to 2004 have not been restated for the changes m aecounting policies implemented in 2005

Past performance 1s no guarantee of fulure performance



+*

The Directors have pleasure in submiting
thew Annual Report fogether with the results of
the Company for the year to 31 December
2006

Business Review

Business and Status
The Company 1s an investment company
within the meaning of section 266 of the
Compories Act 1985

The Cempany comes on business as an
investment trus It was approved by the
Infend Revenue as an invesiment trust under
seciion 842 of the Income and Corporation
Toxes Act 1988 for the year ended 31
December 2005, subject to any matters
that may anse from any subsequent enquiry
by the Inland Revenue mito the Company's
tax refurn In the opinion of the Directors the
Company has subsequently conducted iis
affarrs so s 1o enable it to continue to seek
approval under sechion 842 of the Income
and Corporation Taxes Act 1988 each year

Objechve and Strategy

The Company's objechve is to achieve
balanced growth in both income and
capital 1n order to susfain a progressive
dwidend policy The Company aims to
provide an income which will grow ot a rate

Directors’ Report

above inflahon The focus of the investment
porffolio 1s on quoted UK and overseas
equiiies, other invesiments include bonds
and direct holdings in UK property

The equity and bond investments are
managed by Baille Gifford & Co The
equity portfolio currently consists of &
diversified list of around 50 UK quoted
componies and 40 overseas quoted
companies

The praperty portfolia 15 managed by OUM
Limited The portfolio currently consists of 16
commercial properites, most of which are
retal high street properties, situated outside
of London but spread around the United
Kingdom

Gearing

Borrowings are invested in equities, property
and bonds when 1 15 considered that the
investment outlook ments the Company
taking a geared position in these markets
Geanng levels are discussed by the Board
and Managers ot every Board meeting

Discount

The Board has powers to buy back its own
shares and to hold such shares in treasury
for subsequent rerssue ot a premium
Buy-back powers have been used in the
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past in circumstances when large lines of
stock cannot be absorbed by the market
The discount, in absolute terms and relative
to ofher similar iInvestment trust componies,
and the composition of the share register s
discussed at every Board meeting While
there 1s no discount target the Board 1s
aware that discount volohliy 15 unwelcome
to many shaseholders and that share price
performance 15 the measure used by most
investers The Board oversees the Managers’
marketing programme that 1s designed to
stmulate demand for the Company'’s shares,
provide effective communicahon to existing
and pofental shareholders and mairtain the
profile of the Company

Performance

At each Board meeting, the Directors
consider a number of performance measures
10 ossess the Company's success m
achieving its objeciives

The key performance indicators {KPls} used
fo measure the progress and performance
of the Company over fime are estoblished
mdustry measures and are o3 follows

* the movement in net asset value
per ordinary share [after deducting
debentures at farr value) compared to
the benchmark,
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¢ the movement in the share price,

* the discount {atter deducting debentures
at far value),

» the total expense ratio,
* earnings per share, and
* dwidend per share

A histonical record of these measures are
shown on pages 3, 5 and 22

In addition to the above, the Board
considers peer group comperative
performance

A review of the yeor and the investment
outlook 1s contained in the Chairman's
Sratement, the Manager's Overview and the
Monager's Porticlo Review

Principal Risks and Uncertainhes

The principal nisks facing the Company
relate to the Company's invesiment achivies
and include market nsk, interest rate nsk,
credit nsk, hquidity nsk, fareign currency
nsk and loss of invesiment frust status An
explanahion of these risks and how they are
managed are contained in note 19 to the
accounts on poges 46 to 48

Financials

The financial highlights for the year under
review are as follows the net asset value
per share increased by 13 0% dunng

the year, compared 1o an increase in the
benchmark of 10 2%, dividends increased
by 13 3% to 7 40p per share and the
discount widened from @ 3% 10 11 5%

Dwvidends

The Board recommends a final dvidend of
2 Op per ordinary share which, together
with the intenm dividends already pard,
maokes a total of 7 40p for the year
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If approved, the recommended final
dvidend on the ordinary shares will be
paid on 10 Aprl 2007 1o shareholders on
the reguster at the close of business en 16
March 2007

Corporate Governance

The Board 1s committed 1o achieving and
demonstrating high standards of Corporate
Governance This statement outfines how
the principles of the Combined Code on
Corporgte Governance, pubhshed in June
2006 [the "Combined Code”’| were apphed
throughout the financial year

Compliance

The Company has complied throughout the
year under review with the provisions set out
in section 1 of the Code, except that no limit
has been imposed on the overall length of
service of Directors

The Directors recogmise the importance of
succession planning for company boards
and the Boord compositian 1s reviewed
annually The Board 1s of the view that
length of service will not necessarily
compromise the independence or
contribution of Directors of an investment
irust company where contnuity and
expenence can be a benefit to the Board
Consequently, no mit has been imposed
on the overall length of service All Directors
are, however, required to rehre and, f
appropniate seek reelection at least every
three years Directors whe have more than
mne years' servce submit themselves for
reelechion annually

The Board 15 also adhering 1o the principles
of the AIC Code in all matenal respects

The Board
The Board has overall responsibility for
the Company’s affers and 1t has set out a

number of matters that are subject to Board
approval including strategy, investment
poticy, currency hedging, geanng, treasury
matters, dwvidend and corporate governance
policy A separate meeting devoted to
strategy 15 held each yeor The Boord also
reviews the financial statements, investment
fransaehions, revenue budgets and
performance Full and timely informohon s
provided fo the Board to enable the Board
to funchion effectively and to allow Drrectors
to discharge their responsibilihies

The Board currently compnises six Directors
all of whom are nonexecutive The
executive responsibility for investment
management has been delegated to the
Company's Managers and Secretanes,
Baillie Gifford & Co, and, in the context of
a Board comprised enfirely of nonexecutive
Directors, there 1s no chief executive officer
The senior mdependent director s David
Price

The Direclors believe that the Board has

a balance of skilis and experience which
enables 1t to provide effechve strategic
leadership and proper governance of the
Company Information about the Directors,
including therr relevant expenence, can be
found on poge @

There 15 an agreed procedure for Directors
to seek independent professional advice f
necessary at the Company’s expense The
Company also maintains Directors’ and
Officers” Liability insurance

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 independent judgement



Dr Janet Morgan and Mr David Price have
served on the Board for more than nine
years and offer themselves for reelection
annually The Board subscribes to the view
expressed mn the AIC Code that long serving
Directors should not be prevented from
being considered independent Following
a formal performance evaluation, the Board
has concluded that, notwithstanding their
length of service Or Janet Morgan and Mr
David Price remain independent Their
achons and decisions have confirmed their
independence and the Directars believe
thesr length of service has been a benefit to
the Board

Dr Janet Morgan infends to refire from
the Board af the conclusion of the Annual
General Meeting 1in 2008

Meetings

There 1s on annual cycle of Board meetings
which 1s designed 1o address, in a systematic
way, overall strategy, review of investment
policy, investment performance, marketing,
revenue budgets, dwvidend policy and
communication with shareholders The Beard
considers that it meets sufficiently regularly

lo dhscharge s duhes effectively The table
above shows the attendance record for the
Boord and Commitiee meetings held during
the year All of the Directors attended the
Annual General Meeting

Nomingtion Commitiee

The Nominahaon Committee consists of
the whole Board and the Chairman of
the Board 1s Chairman of the Committee
The Committee meets on an annual

basis and at such other tmes as may be
required The Committee has written terms
of reference which include reviewing the
Board, idenhfying and nominating new
candrdates for appointment to the Board,

DIRECTORS’ REPORT
Directors’ Attendance at Meetings

Audit Nomination

Board Commitiee Committee

Number of meetings 7 2 1
Sir Brian Ivory 7 2 1
Enc Hagman 7 2 1
loed Kerr of Kinlochard 7 2 1
Peter Moon & ] 1
Dr Jonet Morgan 7 i i
David Price 7 2 1

Board appraisal, succession planning and
fraining  The Commitiee clso considers
whether Directors should be recommended
for reelecton by shareholders The terms of
reference are available on reques! from the
Compeny and on the Managers' website
www bailliegifford com

Performance Evaluation

The Nominaton Committee met jo assess
the pesfarmance of the Charman, each
Director, the Board as o whole and 11ts
commitiees, after nviting each Director and
the Chairman to consider and respend to
a sef of questons The appraisal of the
Chairman was led by Mr Dovid Price The
appraisals and evaluations considered
amongst other cnterta the bolance of skills
of the Board, the contnbution of indmidual
Directors and the overall effectiveness of
the Board and ns Commuttees Following
this process it was concluded that the
performance of each Director, the
Chairman, the Board and its Committees
coninues 1o be effective and each Director
and the Chairman remains committed to the
Company A review of the Chairman’s and
other Directors’ commitments was carned oot
and the Nomination Committee 1s satished
that they are capable of devoting sufficient
time to the Company There were no
signihicant changes to fhe Charmaon's other
commitments during the yeor

Terms of Appointment and Re-elechions
Letters which specify the terms of
appointment, are 1ssued 1o new Directors
The letters of appotment are available for
Inspechon on request

Under the provisions of the Company's
Articles of Association, a Director appointed
during the year 1s required to retire and seek
election by shareholders at the next Annual
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General Meeting Directors are required
to submit themselves for re-elechon ot least
once every *hree years and Directors who
have served tor more than nine years offer
themselves for reelechion annually The
names of Directors retining ond offering
themselves for reelection together with the
reasons why the Board supporis the re-
elections are set out on page 27

Induction and Traming

New Directors are provided with on induction
programme which 15 tailored to the parhcular
circumstances of the appointee Directors
recerve other relevant training as necessary

Remuneration

As all the Directors are norexecutive, the
provisions of the Combined Code 1n respect
of Directors’ remuneration are not relevant to
the Company except fc the extent that they
relate specihcally 1o norrexecutive directors
Consequently there 1s no requirement for

a seporcte Remunerahon Committee
Directors’ fees are considered by the Board
as a whole within the imits approved by
shareholders The Company’s policy on
remunerahon ts set out in the Directors’
Remuneration Report on pages 29 and 30

Internal Controls and Risk Management
The Directors acknowledge therr
responsibiity for the Company's sysiem

of infernal controls and for reviewing s
effectiveness The system of internal controls
s designed to manage rather than eliminate
the nsk of failure to achieve business
objectives and can only provide reasonable
and not absolute assurance against matenal
misstatement or loss The Direciors confirm
that they have reviewed the effectiveness

of the system and they have procedures in
place to ensure regular future reviews
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Substantial Holdings

No of ordinary

Name 25p shares held % of 1ssue
legal & General Group Plc 4,704,412 36
DC Thomson & Co ltd 4,150,000 31
Barclays Ple 4,021,509 30

The above information has been intimated to the Company as at 15 February 2007

The Board confirms that there 1s an ongoing
process for identfying, evaluating ond
managing the significant nsks faced by the
Company in accardance with the guidance
"Internal Control Revised Guidance for
Drrectors on the Combined Code”

The prachcal measures 1o ensure compliance
with regulation and company law, and to
provide effeciive and efficient operations
and investment management, have been
delegated to the Managers and Secrefanies,
Baillie Gifford & Co, under the terms of

the Management Agreement The Board
acknowledges its responsibilities to supervise
and control the discharge by the Managers
and Secretanes of their cbhganons

Baille Gifford & Co hove been delegated
responsibility for the design, implementation
and maintenance of conirol policies and
procedures to safeguard the ossets of

the Company and to manage its affairs
properly This responsibility also extends

to matntaining effective operational and
campliance controls and nsk management

The Balllie Gifford & Co Heads of Business
Risk & Infernal Audit and Regulatory Risk
provide the Board with regulor reports

on Baillie Gifford & Co’s monitoring
programmes The reporting procedures

for these depariments are defined and
formalised within a service level agreement
Baillie Gifford & Co conducis an annual
review of its system of internal controls
which 1s documented within an (nfernal
controls report (FRAG21) This report 1s
ndependently reviewed by Baille Gifford
& Co'’s quditors and a copy 15 submitted to
the Board

The Company’s invesiments are segregoted
from those of Baille Gifford & Co and s
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other clients through the appointment of The
Bank of New York as independent custodian
of the Company’s invesiments

A detaifed nsk map 1s prepared which
identifies the significant nsks faced by the
Company and the key controls fo monage
these risks are confirmed as in place and
operating effectively

These procedures ensure that consideration
1s given regularly fo the noture and extent
of the nsks facing the Company and that
they are being actively monitored Where
changes in nsk have been dentified dunng
the year they also provide a mecharism

to assess whether further action 1s required
to manage the nisks identified The Board
confirms that these procedures have been in
place throughout the Company's financial
year and conhnue o be in place up to the
date of approval of this Report

Internal Audit

The Audit Committee carres out an annual
review of the need for an internat audit
funchion The Commitiee continues to beheve
that the compliance and internal control
systerns and the internal qudit funchion

in place within the Investment Managers
provide sufficient assurance that o sound
system of intemal control, which safeguards
shereholders' investment and the Company's
assets, 1s maintained An internal audit
function, specific to the Company, 15
therefore considered unnecessary

Accountability and Audit

The respeciive responsibilities of the
Directors and the Auditors in connechon
with the Financial Siotements are set out on
poges 31 to 33

The accounts have been prepared on the
going concern basis as it 13 the Directors’

opirion thot the Comparny will continue in
operational existence for the foreseeable
future

Auvdit Committee

An Audit Committee has been established
in compfiance with the Combined Code
cansisiing of all Directors its authonty and
duties are clearly defined within its writien
terms of reference which are available

on request from the Company and on the
Managers' website Lord Kerr of Kinlochard
i1s chairman of the Audit Commitiee The
Committee’s responsibilities, which were
drscharged duning the year, include

* monitoring and reviewing the integriy
of the intenim and annual inancial
statements and the nternal financial
conirals,

* making recommendations to the Board in
relation to the appointment of the external
auditors end approving the remunerction
and terms of their engagement,

e developing and implementing policy on
the engogement of the exiernal auditors
to supply non oudit services,

* reviewing and monitorning the
independence, objectivity and
effectiveness of the external cuditors,

¢ reviewing the orangements 1n place
within Bailie Gifford & Co whereby therr
staff may, in conhdence, raise concerns
about possible improprietias 1n matters
of financial reporting or other matters
insofar as they may affect the Company,

¢ reviewing the terms of the Investment
Management Agreement, and

s considening annually whether there 1s @
need for the Company 1o have its own
internal audit function



The Audit Committee considers the
expenence and tenure of the audit director
and steff and the nature and level of
services provided The Commitiee receives
conhirmation from the auditors that they
hove comphied with the relevant UK
professional and regulatory requirements on
independence Non audit fees for the year
to 31 December 2006 were £1,000 and
related to the certification of results for the
debenture tustee The Committee does not
beheve that this has impaired the auditors’
independence

Relations with Shareholders

The Board pleces great importance on
communicahon with shareholders The
Company's Managers meet regularly with
shareholders and report shareholders’ views
to the Board The Chairman 1s available

1o meet with shareholders os appropriate
Sharehcolders wishing to communicate with
any members of the Board may do so by
writing fo them at the Company's registered
office

The Company’s Annual General Meeting
provides a forum for communication with all
shazeholders The level of proxies lodged for
each resolution 1s announced at the meehing
and 15 published on the Managers’ websile
subsequent to the meeting The notice
penod for the Annual General Meeting 15

at least twenty working doys Shareholders
and potenhal investors may obtain upte
date information on the Company from the
Managers' wehsite, www bailhegifford com

Voting Pohicy and Socially Responsible
Investment

The Company has given discretionary
vehng powers to the investment managers,
Bathe Gifford & Co The Managers

vote agarnst resolutions they consider

may damage shareholders’ nghts ar

DIRECTORS REPORT

Directors’ Interests
Nature Ordinary 25p shares held at

Name of interest 31 December 2006 31 December 2005
Sir Brian Ivory Beneficial 23,000 23,000
Enc Hagman Benehciol 2,000 2,000
tord Kerr of Kinlochard Benehcial 30,000 30,000
Peter Moon Benehoial 10,000 10,000
Dr Janet Morgan Beneficial 9,423 9,423
David W | Price Benehcial 10,000 10,000

The Directors ot the year end, and their interests in the Company, were as shown above
There have been no changes intmated in the Directors’ interests up to 15 February 2007

economic interests The Company believes
that 1t 1s 1n the shareholders” interests

to constder environmental, social and
governance factors when selecting and
refaining investments and have asked the
Managers to toke these issues info atcount
as long os the Investment objectives

are not compromised The Monagers

de net exclude companies from their
investment universe purely on the grounds
of environmental, social or govermnance
1ssues but odopt a posifive engagement
approcch whereby matters are discussed
with management with the aim of improving
the relevant polices and management
systems The Managers’ policy has been
reviewed and endorsed by the Board The
Managers are signatones to the Carbon
Disclosure Project and toke an active interest
in compenies’ policies and menogement
systems to migate nsks ossociated with
greenhouse gos omissions and global
warming

Investment Managers

An |nvestment Management Agreement
between the Company and Ballie Gifford

& Co sets out the matters over which the
Managers hove authonty in accordance
with the policies and directions of, and
subject to restrictions imposed by, the Board
The Management Agreement 15 terminable
on not less than sx months’ nohee Details of
the fee arrangements with Bailiie Gifford &
Co are shown on page 40

The Board considers the Company's
investment manogement and secretanal
arrangements for the Company on an
ongoing basis and a formal review 1s
conducted ennually The Board considers,
amongst others, the following topics 1n its
review the quality of policy guidance,
success of investment strategy and
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invesiment performance, the admmistranve
services provided by the Secretaries,

quality and coverage of Board papers,

the marketing efforts undertaken by the
Managers, comparalive cosls, and
commun:cation with sharsholders Fellowing
the most recent review 1t 1s the opinion of
the Directors that the continuing appointment
of Ballle Gifford & Co as Managers,

on the terms agreed, 15 in the interests of
shareholders as a whole

Under a formal management agreement,
OUM Lirnited 15 oppointed manager of the
Company's property porifolio Details of its
fees are shown on page 40 The agreement
can be terminated on three months’ notice
On terminabion, CLUM 15 enfifled to a pro
rata proporhion of its fees to the date of
termingtion It 1s the Board's view that

the continuation of OLUM's appointment

on the terms agreed 1s in the interest of
shareholders as a whele as OLIM hos
produced consistently good returns

Directors

Informahon about the Directors, meluding
their relevant expenience, con be found on

page 9

Sie Brian Ivory, Enc Hogman, David Price
and Dr Janet Morgan will offer themselves
for reelection at the Annual General
Meeting Sir Brian Ivory and Enc Hagman
are refinng by rotation and Dawid Price
and Dr Janet Morgan, having served for
more than nine years, are subject to anaual
reelection Following formal performance
evaluation, the performance of Sir Brian
Ivory, Enc Hagman, David Price and Dr
Janet Morgan continues 1o be effective and
each remains committed to the Company
The Board recommends their re-election fo
shareholders
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Purchase of Shares

The Company's buyback authonty was
last renewed at the AGM on 30 March
2006 n respect of 19,859,642 shares
of 25p each [equivalent to 14 99% of its
then 1ssued share capitall No shares were
bought back during the year under review

The princ:pal reasons for share buy-backs
are

[} to enhance the net asset value for
continuing shareholders by purchasing
shares at a discount to the prevailing net
asset value, and

() to oddress any imbalance between the
supply of and demand for the SAINTS
shares that results in a discount of the
quoted market price to the pubhshed net
osset value per share

The Drrectors are seeking shareholdess’
approval of the Annual General Meeting 1o
renew the authonty 1o moke morket puichases
of up to 14 99% of the Company’s erdinary
shares 1n 1ssue at the date of passing of the
resolution, such authorly to expire of the
Annual General Meeting of the Company to
be held in 2008, or on 4 Oclober 2008,
whichever 1s the earlier Any such shares
puichased shall ether be cancelled or held
in reasury In accordance with the Lising
Rules of the UK Lisiing Authorily, the maximum
price [excluding expenses} that may be paid
on the exercise of the authority must not

exceed the higher of

(i} 105 per cent of the average of the
middle market quotations for the Shares
over the five business days immediately
preceding the date of purchase, and

[} the higher of the last ndependent bid

and the mghest current Independent nd
on the london Stock Exchange
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The minimurm price that may be paid will
be 25p per share Purchases of shares will
be made within guidelines established, from
fime to hme, by the Boord The Compony
does not have any warants or options in
issue Your attention 1s drawn to resolution
10 1n the Notice of Annual General
Meeting

Authority to Allot Shares and
Disapply Pre Emption Rights

The current authority for Directors to allot
authonsed but unissued ordinary shares
and to sell shares cut of treasury without
first offening them to exisiing shareholders in
accordance with the statutory pre-emption
procedure expires at this year's AGM The
Dnrectors believe 1t to be in shareholders’
interests to continue to have such an
authonty for the forthcoming year and
accordingly will seek to renew the authonity
to disapply preemphion nghis at this year's
AGM, such authorly to expire af the Annual
General Meefing of the Company fo be
held in 2008, or on 4 QOctober 2008,

whichever 1s the earher

The Directors consider that the authonty to
issue/sell shares 15 advantageous should
the shases trade ot a premium to the net
asset value and natural hiquidily 15 unable to
meet demand The Directors do not intend
fo use these powers to 1ssue/sell shares at a
discount to net asset value

This authority will cover the allotment, sale or
iransfer of shares with an aggregate nominal
amount of up to £3,312,148 50, being
10% of the total 1ssued shares os at the

date of this Directors’ Report Your attention
15 drawn to resoluhen 11 in the Notice of
Annual General Meeting

Creditor Payment Policy

It 1s the Company's payment policy to oblain
the best terms for all business In general,

the Company agrees with its supplrers the
terms on which business will take place and
itis its pohicy to abide by these terms  The
Comparty had no trade creditors at esther 31
December 2005 or 31 December 2006

Disclosure of Information to
Auditors

The Directors confirm that so far as each of
the Directors 1s aware there 15 no relevant
audit information of which the Company's
auditors are unaware and the Directors
have taken all the steps that they ought

to have taken as Directors 1n arder to
make themselves aware of any relevant
audit information and fo establish that the
Company’s auditors are aware of that
informahon

Independent Audttors

The auditors, KPMG Audit Ple, are willing
to continue 1n office and In accordance
with section 385 and sechon 390A of

the Companies Act 1985 resolutions
concerning therr reappointment and
remuneration will be submitted 1o the Annual

General Meeting

Recommendation

The Board unanimously recommends you
to vote 1n favour of the resclutions to be
proposed at the Annual General Meeting

By order of the Board

BAILLE GIFFORD & CO
Managers and Secretanes
16 February 2007

M CHQIAL



*

The Board has prepared this report, in
aecordance with the requirements of
Schedule 7A to the Companies Act 1985
An ordinary resolution for the approval of
this report will be put to the members at the
forthcoming Annual Generel Meeting

The law requires the Company's auditors

to audit certain of the disclosures provided
Where disclosures have been oudited, they
are indicated os such The auditors’ opinion 1s
included i their report on pages 32 and 33

Remuneration Committee

The Company has six Directors, all of whom
are norvexecutive There 1s no separcie
remuneration committee and the Board as

a whole considers changes to Directors’
fees from hme to ime Baille Gifford & Co,
who have been appointed by the Board as
Manogers and Secretanies, provide advice
and comparative information when the
Board considers the level of Directors’ fees

DIRECTORS’ REMUNERATION REPORT

Directors’ Emoluments for the Year (audited)

Fees 2006  Fees 2005
£'000 £000

Directors who served duning the year
Sic Bran Ivery {Chairman) 28 28
Enc Hagman {appointed ¢ February 20035) 15 13
Lord Kerr of Kinlochard 15 15
Peter Moon [appoainted 29 July 2005} 15 b
Dr Janet Morgan 15 15
David Price 15 15
103 92

Past Directors

William Berry {retired 24 March 2005 - 4
103 9

Policy on Directors’ fees

The Board’s policy 1s that the remunerahion
of nonexecutive Directars should reflect the
experence of the Board as a whole, be far
and comparable to that of other Invesiment
trusts that are of similar size [net assets
£200 millon to £400Q millen), capdal
structure {ordinary shares and debenture
stock), and investment objective (global
growth and income} It 1s intended that this
policy will conhinue for the year ended 31
December 2007 and subsequent years

The fees for the nonexecutive Directors are
set within Imits determined by the Company,
from time to time, 1n general meshing
Currently, Directars’ remuneration shall not
exceed £20,000 per annum per Director
with @ maximum addiional remuneration

of £20,000 per annum for the Chawman
Non-executive Directors are not eligible

for any other remunerahon apart from the
reimbursement of allowable expenses

Directors’ Remuneration Report

The Board carned out a review of the

level of Directors’ fees during the year It
concluded that, with effect from 1 January
2007, the Chairman’s fee should remain
unchanged at £28,000 per annum, the
other Directors’ fees should be increased
from £15,000 to £16,000 per annum and
the Chairman of the Audit Committee should
receive an addional fee of £2,000 per
onnum

Sums Paid to Third Parties (audited)

The Directors’ fees payable to Peter Moon
were poid to Unwversities Superannuation
Scheme Limited The payment was for
making his services available as o Director
of the Company

Directors’ Service Contracts

It i1s the Board's policy that none of the
Directors has a service contract Al of the
Directors have been provided with revised
appoiniment letters These provide that
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Directors’ Service Detatls

Due date for
elechion/re-election

Date of
appeintment

Sir Brion lvory

Enc Hagman

lord Kerr of Kinlochard
Peter Moon

Or Janet Morgan
Dowid Price

13 September 2000 AGM held in 2007

9 February 2005 AGM held in 2007
18 September 2002 AGM held in 2008
29 July 2005 AGM held 1n 2008

AGM held in 2007
AGM held n 2007

18 December 1991
19 November 1997

Directors shall retire and be subject to re-
election at the first Annual General Meeling
atter therr appointment Thereaher Directors
are obliged to retire by rotatien, and, if
they wish, offer themselves for re-election,
no longer than every 3 years after that Any
Director whe has served on the Board for
more than & years will submit themselves
for reelection annually There 1s no notice
penad and no prowision for compensation
upon early termination of appointment

Company Performance

{assuming all dividends ore remnvested) to
ordnary shareholders compared 1o the tofal
sharsholder refum on @ notional investment
made up of shares in the component parts
of the Benchmark Index This index was
chosen for comparison purposes, os 1t 1s
the index agamst which the Company has
measured its performance over the period
covered by the graph
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The graph opposite compares the total refurn

Performance Graph

[hgures rebased to 100 ot 31 December
2001)

The line at 31 December 2003 signifies the apponiment
of Batile Gifford & Co as Managers and Secreianes

*On | Janwary 2004 the Company changed its
benchmark from 5% FTSE All Share Index ond 35%
FTSE World Ex UK Index to 70% FTSE All Share Index
ond 30% FTSE World Ex UK Index For the purposes of
the above graph the returns on both benchmarks for their
respective penods have been linked 1o form ¢ single
benchmark

Past performance 1s no guarantee of future
performance

Approval
The Directors’ Remuneration Report on
pages 29 and 30 wos approved by the

Board of Directors and signed on its behalf
on 16 February 2007

N 4 Lrj/

SIR BRIAN IVCRY

Chairman



STATEMENT OF DIRECTORS' RESPONSIBILITIES

Statement of Directors’ Responsibilities
In Respect of the Annual Report
and the Financial Statements

The Directors are responsible for prepanng
the Annual Report and the financial
statements, in accordance with applicable
fow and regulations

Company law requires the Directors o
prepare financial statements for each
hinancisl year Under that law the Directors
have elected to prepare the finoncial
statements in accordonce with UK
Accounting Standords

The financial statements are required by fow
to give a true and fair view of the state of
affars of the Company and of the profit or
loss of the Company for that perod

In prepaning these financia! statements, the
Drrectors are required o

s select sutoble accounhing policies and
then apply them consistently,

» moke judgements and eshmates that are
reasonable and prudent,

s siote whether applicable UK accounting
standards have been followed, subject
to any matenal deportures disclosed and
explained tn the financial statements, and

» prepare the financiol statements on
the going concern basis unless it 15
inappropnate 1o presume that the
Company will continue n business
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The Drrectors are responsible for keeping
proper accouniing recerds that disclose
with reasonable accuracy at any ime the
financial position of the Compony and
enable them to ensure that s financial
statements comply with the Compantes Act
1985 They have general responsibility
for taking such steps as are reasonably
open to them to safeguard the assets of the
Company and to prevent and detect fraud
and other irregularies

Under appl:cable low and regulations, the
Directors are also responsible for prepanng
a Directors’ Report, Direciors’ Remunerahon
Report and Corporate Governance
Statement that comply with that law and
those regulations



INDEPENDENT AUDITORS' REPORT

Independent Auditors’ Report

to the members of The Scottish American Investment Company P.L.C.

(‘the Company’)

We have audited the financial statements of
The Scottish American Investment Compony
PLC for the year ended 31 December
2006 which comprise the Income
Statement, Balance Sheet, Cash Flow
Statement, Statement of Total Recogmsed
Gains and losses and Reconcihiation of
Movements 1n Shareholders' Funds and the
related notes These financial statements
have been prepared under the accounting
policies set out therein We have also
audited the information i the Directors’
Remuneration Report that 15 descnbed as
having been audited

This report 1s made solely fo the Company’s
members, as a body, 1n accordance with
section 235 of the Companies Act 1985
QOur audit work has been underioken so that
we might state to the Company's members
those matters we are required to stale to
them 1n an auditor’s report and for no other
purpose To the fullest extent permitted

by low, we do not accept or assume
responsibiliy to anyone other than the
Company and the Company’s members as
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a body, for our audit work, for this report, or
for the opimions we have formed

Respective Responsibilities of
Directors and Auditors

The Directors’ responsibilites for preparing
the Anaual Report, the Directors’
Remuneraticn Report and the financial
statements in accordance with applicable
Jow and UK Accounting Standards [UK
Generally Accepted Accounting Prachice)
are set out In the Statement of Directors’
Responsibilihes on page 31

Qur responsibility 1s to audit the financial
statements and the part of the Directors’
Remuneration Repor! to be audited in
accordance with relevant legal and
regulatory requirements and Internahional
Standards on Audiiing {UK and Ireland)

We repor fo you our opinion as to
whether the iinancial statements give o true
and fair view and whether the financial
statements and the part of the Directors’
Remuneration Report to be audited have

been properly prepared in accordance with
the Companies Act 1985 The informeation
given in the Directors’ Report includes

the specific information presented in the
Year's Summary, the Five Year Summary,

the Chairman’s Statement, the Managers’
Overview, the Managers' Portfolio Review,
and the Ten Yeor Record that 1s cross
referenced from the Business Review section
of the Directors' Report We also report to
you if, In our opinion, the Directors” Report 1s
not consistent with the financial statements,
it the Compony has not kept proper
accounting records, 1If we have not receved
all the information and explanations we
require for our audtt, or if information
specihed by law regarding Directors’
remuneration and other transactions 1s not
disclosed

We review whether the Corporate
Governance Statement reflects the
Company's comphance with the nine
provisions of the 2003 FRC Combined
Code specified for our review by the Listing
Rules of the Financial Services Authortty,



and we report if It doss not We are not
required 1o consider whether the Board's
staternents on infernal contrel cover all nsks
and controls, or form an opmion on the
effectveness of the Company's corporate
governance procedures or s nisk and
control procedures

We read other information contained in
the Annual Report and consider whether

it 1s consistent with the oudited financial
stalements We consider the implications
for our report if we become aware of

any apparent misstatements or matenal
inconsistencies with the financial sfatements
Our responsibilities do not extend 1o any
other information

Basis of Audit Optruon

We conducted our qudit In accordance
with Infernohonal Standards on Auditing (UK
and lreland) ssued by the Auditing Prachices
Board An audit includes examination, on

a test basis, of evidence relevant 1o the
amounts and disclosures 1n the financial

statements and the part of the Directors’
Remuneration Report to be audited 1 also
includes an assessment of the significant
estimates and judgments made by the
Drrectors in the preparation of the finrancial
statements, and of whether the accounting
policies are appropriate to the Company’s
arrcumstances, consistently applied and
adequately disclosed

We planned and performed our aud

s0 s fo obtain all the information and
explanations which we considered
necessary in order to provide us with
sufficient evidence to give reasonable
assurance that the financigl stetements and
the part of the Directors’ Remuneration
Report to be audited are free from matenal
misstatement, whether caused by fraud

or other irregulanty or error In forming

our opinion we also evaluated the overall
adequacy of the presentation of information
in the financial statements and the part of
the Directors’ Remuneration Report to be
audited

INDEPENDENT AUDITORS' REPORT

Opinion
In cur opimon

* the financial statements give @ true
and foir view, in accordance with UK
Generally Accepted Accounting Prachice,
of the state of the Company’s affarrs as at
31 December 2006 and of its profit for
the year then ended,

» the financial statements and the part of
Ihe Directors’ Remunerahion Report to be
cudited have been properly prepared
in accordance wittr the Compeanies Act
1985, and

* the information given 1n the Directors’
Report s consistent with the financial
staternents

Kfhe Adut hc_

KPMG Audit Ple
Chartered Accountants
Registered Auditor
Edinburgh

16 February 2007
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INCOME STATEMENT AND STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Income Statement™
For the year ended 31 December 2006 For the year ended 31 Decamber 2005
Revenue Capital Toral Revenue Capital Total
Notes £000 £000 £'000 £'000 £'000 £000
Gains on investments — secunhes Q - 35,285 35,285 - 63,771 63,771
Currency gamns/|[losses) 14 - 44 44 - (691 {691}
Income 2 15,326 - 15,326 13,986 - 13,986
Management fees 3 99 1] 991 1,982} 812 (8124 {1,624)
Other administrative expenses 4 {800 - (800) [796) - 796)
Net return before finance costs
and taxation 13,535 34,338 47,873 12,378 62,268 74,646
Finance costs of borrowings 5 [3,027) {3,025) {6,052 [3,035) (3,035) {6,070
Return on ordinary activities
before taxation 10,508 31,313 41,821 9,343 59,233 68,576
Tox on ordinary achwities o) {506} 412 {94) (343) 205 {138)
Return on ordinary activities
after taxation 10,002 31,725 4,727 2,000 59,438 68,438
Return per ordinary share 7.55p 23.95p 31.50p 6.80p 44 86p 51.66p

Statement of Total Recognised Gains and Losses

For the year ended 31 December 2006

For the year ended 31 December 2005

Revenue Copital Total Revenue Capital Toal

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

Return on ordmory achvihies affer kaxation 10,002 31,725 1,727 2,000 59,438 68,438

Gains on investments — property 9 - 4,682 4,682 - 4,728 4,728
Total recognised gains for

the year 10,002 34 407 46,409 9,000 64,166 73,166
Total recognised gains per

ordinary share 7.55p 27.48p 35.03p 6.80p 48.43p 5523p
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All revenue and capital items in these statements derve from continuing operations
The accompanying notes on poges 38 to 48 are an integral part of these statements

*The total column of the Income statement 1s the proht and loss account of the Company



" )

At 31 December 2006

BALANCE SHEET

At 31 December 2005

Notes £000 £'000 £000 £'000
Fixed assets
tnvesiments — secunhes Q 418,026 386,748
Investments — property 9 43,700 38,700
461,726 425,448
Current assets
Debiors 10 1,621 1,393
Cash and deposits 19 1,414 1,095
3,035 2,488
Creditors
Amcunts falling due within one year 11 (2,088} (1,915}
Net current assets Q47 573
Total assets less current liabilities 462,673 426,021
Creditors
Amocunts falling due after more than one year 12 (89,079 {89,430
373,594 336,591
Share capital and reserves
Calledup share capital 13 33,123 33121
Capital redemption reserve 14 22,781 22,781
Capitat reserve — realised 14 200,533 172,099
Capitai reserve - unrealised 14 103,050 95077
Revenue reserve 14 14,109 13,513
Shareholders’ funds 373,594 336,591
Net asset value per ordinary share 15 272 6p 241.2p
[Debenture at fair value)
Net asset value per ordinary share 15 282 0p 254 1p

[Deberture ot book value)

The Financial Statements were approved and authonsed for 1ssue by the Board on 16 February 2007

SIR BRIAN IVORY

Chairman :’1: § l\"j/

C N

The accompanying notes on pages 38 to 48 are an integral port of this statement
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RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

For the year ended 31 December 2006

Copital Capital Copital Total

Share  redemphon reserve reserve Revenue shareholders’

capital reserve  —reahsed - unreahsed reserve funds

Notes £'000 £'000 £'000 £'000 £'000 £7000

Shareholders’ funds at T January 2006 33,127 22,781 172,099 95,077 13,513 336,591

Total recognised goins for the year 14 - - 28,434 7.973 10,002 46409

Dividends appropriated in the year 7 - - - - {$,406) {9,406)

Shareholders’ funds at 31 Decembar 2006 331 22,781 200,533 103,050 14,109 373,594
For the year ended 31 December 2005

Capital Capital Capital Total

Share  redemphon reserve reserve Revenue shareholders’

capital reserve - realised - unreclsed reserve funds

Notes £000 £'000 £000 £000 £'000 £000

Shareholders’ funds at 1 January 2005 33,121 22,781 165,912 37.098 13,019 271,931

Total recognised gains for the year - - 6,187 57,979 9,000 73,166

Dividends appropnated in the year 7 - - - - 18,506} (8,506}

Shareholders’ funds at 31 December 2005 33,121 22,781 172,099 95,077 13,513 336,59
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The accompanying notes on pages 38 to 48 are an integral pant of this staternent



For the year ended
31 December 2006

CASH FLOW STATEMENT

For the year ended
31 December 2005

Notes £:000 £'000 £'000 £:000
Net cash inflow from operating activities 16 12,629 11,665
Serviaing of inance
Interest paid 6,402 (6,400)
Net cash outflow from servicing of finance 16,402) 6,400}
Taxation
Overseos tax (24) (136)
Income tax refunded - 16
Total tax pard 194) (120}
Financial investment
Acquisiions of investments 1136,202) (86,327)
Disposals of investments 139,993 89,162
Forward curency contracts - (472}
Cutmrency (losses|/gains {199 128
Net cash inflow from financial investment 3,592 2,491
Equity dividends paid {9,4006) (10,453)
Increase/(decrease) in cash 17 319 (2,817)
Reconcihation of net cash flow to
movement in net debt 17
Increase/(decrease) in cash 319 2,817
Cther noncash changes 351 330
Movement in net debt in the year 670 (2,487)
Net debt at 1 January 188,335} {85,848)
Net debt at 31 December (87,665) (88,333)

The accompanying notes on pages 38 1o 48 are an integral part of this statement

THE SCOTTISH AMERICAN INVESTMENT COMPANY PLC 32



Notes to Accounts

Contents
I Principal Accounting Policies
2 Income
3 Management Fees
4 Other Administrative Expenses
5 Finance Costs of Borrowings
6 Tox on Ordinary Achvities
7 Ordinary Dividends
8 Returns per Ordinary Share
9 Investments

10 Debtors

I1 Creditors — Amounts falling due

within one year
Creditors - Amounts falling due
after more than one year

]

_.L38 ANNUAL REPORT 2006

13
14
15
16

17
18

Called up Share Capital

Reserves

Net Asset Value per Ordinary Share
Reconciliation of Net Return before
Finance Costs and Taxahon to Net
Cash inflow from Operating
Achivihes

Analysis of Change in Net Debt
Conhngencies, Guarantees and
Financral Commitments

Derivatives and Other Financial
Instruments

NOTES TO ACCOUNTS



1 Pnncpal Accounting Policies

These hnancial statements have been

prepared on the basis of the accaunting

gohues set ot in the Company’s Annual
inancial Statements at 31 December

2005

[a) Basis of Accounting

The accounts are prepared under the
histonical cost convention, modified to
include the revaluahion of frxed asset
tnvesiments, and on the assumption that
approval as an investment trust will continue
to be granted

The Directors consider the Company's
funcrional currency 1o be sterling as the
Company's shareholders are predominantly
based in the UK and the Company 15
subject to the UK's regulatory environment

The accounts have been prepared in
accordance with applicable UK accountin
standards and with the SORP 1ssued in 2003,
revised in 2005

ln order 1o better reflect the activihes of
the trust and 1n accordance with guidance
issued by the AIC, supplementary
information which cnol?/ses the profit and
loss account between items of a revenue
and capital nature has been presented in
the Income Statement

Financial assets and financial hiabilies are
recagnised in the Company’s balance sheet
when it becomes a party to the contractual
provisions of the instrument

{b) investments
Purchases and sales of investments are
accounted for on a trade date basis

tnvestments in securtres are valued af fair
value through preht or loss The fair value
of Iisted secunty investments 1s bid value, or
in the case of FTSE 100 conshtuents, fast
traded prices 1ssued by the London Stock
Exchange The fair value of unlisted secunty
investments uses valuahon technigues,
determined by the Directors, based upon
latest dealing prices, stockbroker valuations,
net asset values and other mformation, as
Qappropnate

Investments in property are valued at

farr value and changes n fair value are
recognised through the Statement of Total
Recognised Gains and losses The valuation
of property held at the year end has been
eshmated by professional valuers, Kin
Sturge WP in accordance with the RIC%
apprasal and valuahion manual

[¢) thcome

(I} Income from equily investments 15
brought into account on the date on
which the investments are quoted ex
dividend or, where no ex-dwidend date
15 quoted, when the Company's nght to
receive payment is established

(1] Interest from fixed interest secunties ts
recognised on an effective yield basis

(i) Franked income 1s stated net of tax
credits

{iv) Unfranked investment income includes
the taxes deducted at source

(vl Interest receivable on deposits 1s
recognised on an accruals basis

{wi} If senp s taken in heu of dvidends
in cash, the net amount of the cash
dvidend declared 1s credited to the
revenue account

(d) Expenses

All expenses are accounted for on an
accruals bosis Expenses are charged
through the revenue account except as
follows {1} where they relate directly to the
acquisifion or disposal of an investment, 1n
which case they are recognised as capital,
and {1} where they are connecled with the
mantenance or enhancement of the value
of investments In this respect investment and
property management fees ore allocated 50%
to revenue and 50% to capital, in line with
the Boord's expectahon of refurns fom the
Company's investments over the long term n
the form of revenue and capital respectively

(e} Long Term Borrowings and Finance
Costs

long term borrowmgs are carned in the
balance sheet ot the cumulative ameunt

of net proceeds on issue plus accrued
finance costs The finance costs of such
borrowings are allocated 50% to revenue
and 50% to capial, 1n lire with the Board's
expectation of returns from the Company's
investments over the fong term in the form of
revenue and capital respectively Finance
costs include the difference between

the repayable value on molurity and the
proceeds received on issue which are
writen off on an effective interest rate basis
over the life of the borowings Gains and
losses on the repurchase or early sefffement
of debt 1s whotly charged to capital
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NOTES TO ACCOUNTS

i Taxahon

The tax effect of different stems of income
and expenditure 15 dllocated between
revenue and capital on the same bosis as
the parhcular tem to which it relates, under
the marginal method, using the Company's
effective tax rate for the accounting period
Deferred taxation 1s provided on all hming
dfferences, colculated ot the current tax rate
relevant o the beneht or iabilty Deferred
tax assets are recognised only to the extent
that it will be more Tikely than not that there
will be taxable profits from which underlying
hmng differences can be deducted

{g) Foreign Currencies

Transachons involving foreign currencies are
converted at the rate uling at the time of the
transaction Assets and Labilies in foreign
currencies are translated at the closing rates
of exchange at the balence sheet date

Any gain or loss ansing from a change n
exchange rate subsequent to the date of the
fransaction 15 Included as an exchange gain
or lass in capital reserve or revenue reserve
as appropnate

{h} Capital Reserves

(i} Copital Reserves Realised
Gains and losses on realisaten of
investments and realised exchange
differences of a caprtal nature are dealt
with in this reserve  Purchases of the
Company’s own shares for canceflation
are also tunded from this reserve
50% of management fees, including
related VAT, and finance costs are
allocated to the realised capital reserve
in accordance with the Company’s
objective of combining capital and
mncome growth

() Capitl Reserves Unrealised
Unrealised appreciation represents the
amaunt by which assets and liabilities
valued ot market value differs from their
book value and 1s dealt with in this
reserve



. NOTES TO ACCOUNTS
° 2 Income
2006 2005
. £'000 £000
Income from investments
. Franked invesiment income 8,597 8,19¢
UK unfronked investment income 78% 1,255
o Overseas dividends 2,230 1,582
Overseas interest 254 200
® 12,570 11,326
@ Other income
Ceposit inferest 230 155
. Rental income 2,511 2,491
Other income 15 14
. 2,756 2,660
. Total income 15,326 13,986
Total income comprises
® Dividends 10,827 9,781
Interest from investments 1,743 1,545
. Cther tncome 2,756 2,660
15,326 13,986
. Income from investments
. Listed UK 21860 8,904
Listed overseas 3,244 2,132
. Unlisted 166 290
12,570 11,326
@® 3 Management Fees
2006 2005
® Revenue Capital Total Revenue Capital Total
. £000 £°000 £'000 £'000 £000 £'000
Investment management fees
® Investment management fee 775 775 1,550 625 625 1,250
Irrecoverable VAT thereon 109 109 218 97 97 194
@ 884 884 1,768 722 722 1,444
Property management fees
@ Property management fee 105 105 210 88 88 176
irrecoverable VAT thereon 2 2 4 2 2 4
. 107 107 214 0 90 180
. 991 991 1,982 812 812 1,624
® Baithe Gifford & Co are employed by the Company as investment managers and secretanes under a management agreement which can
be terminated at six months' nohice Prior to 1 January 2006 Bailhe Gifford were entifled to an annual fee of £1 25 million, together with
P an annual secretanal fee of £100,000 The annual management fees for the years ending 31 December 2004 and 2007 have been
fixed ot £1 55m and £1 75m respectively Thereafier, Baillie Gifford & Co will receive an anrual management fee of 0 45% of fotal
PS assels less current hobilines, excluding the property portfchio, calculoted on a quarterly basis No secretanal fee 1s payable
The property portfolio 1s managed by OLIM Limited, which receives an annual fee of O 5% of the value of the property portfolio, subject
® to a mimimum quorterly fee of £6,250 The agreement can be terminated on three months’ notice
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NOTES TO ACCOUNTS
4 Other Administrative EXpenses - afl charged to revenue
2006 2005
£'000 £000
General adminisirative expenses 681 586
Auditors’ remunerchion for audit services 15 14
Auditors' remuneration for noroudit services — reporting on debenture covenants 1 -
Directors” fees [see Directors’ Remuneration Report on pages 29 and 30) 103 96
Secretarial fees - 100
800 796
Finance Costs of Borrowings
2006 2005
Revenua Captal Total Revenue Capital Total
£'000 £'000 £000 £'000 £'000 £000
Debenture 3,025 3,025 6,050 3,035 3,035 6,070
Bank overdrcht 2 - 2 - - -
Debenture 3,027 3,025 6,052 3,035 3,035 6,070
Tax on Ordinary Activities
2006 2005
Revenve Capital Total Revenue Capital Total
£°000 £'000 £'000 £'000 £'000 £000
UK corporation tax 573 (573) - 343 (343) -
Cverseos toxation 161 - 161 138 - 138
Double taxation relief 61) 161 - {138) 138 -
Total current tax 573 {412 161 342 {205} 138
Recovery of refundable tax
written off in previous years {67} - 67} - - -
506 412 94 343 {205} 138
2006 2005
£'000 £000
The tax charge for the year 1s lower than the standard rate of corporation tax in the
UK of 30% {2005 - 30%)
The differences are explained below
Revenue retumn on ordinary achivities before taxation 10,508 9,343
Revenue refurn on ordinary activities before taxation mulipled by the standard rate of
corporation tax in the UK 3,152 2,803
Income not toxable tranked investment income) {2,579) |2,460Q)
Overseas fax 161 138
Double tox relief [161) {138)
Current revenue tax charge for the year 573 343

At 31 December 2006 the Company hod a potential deferred tax asset of £2,813,000 (2005 - £2,019,000) in respect of taxable
fosses which are avallable 1o be carmed forward and offset agamst future taxable profits A deferred tax asset has not been provided on
these losses as 1t 1s considered unlikely that the Compony will make suitable roxable revenue profits in excess of deduchible expenses in

future periods  As an investment trust, the Company's capital gans are not taxable
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NOTES TO ACCOUNTS

7 Ordinary Dividends

2006 2005 2006 2005
£000 £000

Amounts recognised as distributions in the year
Previous year's final {poid 31 March 2006) i 70p 1 59p 2,252 2,106
First intenm {pand 3G June 2006 1 70p 1 59p 2,252 2,106
Second intenm [paid 29 September 2006) 1 85p 162p 2,451 2,147
Third intenm [pard 29 December 2008)] 1 835p 1 62p 2,451 2,147
7.10p 642 9,406 8,506

We also set out below the total dvidends paid and proposed in respect of the financial year, which 1s the basis on which the
requirements of sechion 842 of the Income and Corporation Taxes Act 1988 are considered The revenue avallable for distnbution out of

current year profits by way of dwidend for the year 1s £10,002,000 (2005 - £2,000,000}

2006 2005 2006 2005
£'000 £'000
Dvidends paid and proposed in the year
First ntenm (pard 30 June 2006) 1 70p 1 59 2,252 2,106
Second intenm {paid 29 September 2006] 1 85p 1 62p 2,451 2,147
Third intenim {paid 29 December 2006) 1 85p 162p 2,451 2,147
Current year's proposed final dividend [payable 10 Apnl 2007) 2 00p 1 70p 2,650 2,252
7.40p 6.53p 9,804 8,652
8 Returns per Ordinary Share
2006 2005
Revenue Capital Total Revenue Capital Total
Return per ordinary share
(Income Statement) 7 55p 23 95p 31.50p 6.80p 44.86p 51 66p
Total recognised gatns per
ordinary share 755 27 .48p 3503p 6.80p 48.43p 5523p

Return per ordimary share 1s based on the return on ordinary achvities after taxatien figures in the Income Stafement and on 132,485,943
ordinary shares of 25p, being the weighted averoge number of ordinary shares in 1ssue duning each yeor Total recognised gains

per ordinary share 1s based on the total recognised gains for the year in the Stetement of Total Recogrised Gains and Losses and on
132,485,943 ordinary shares of 25p, being the weighted average number of ordinary sheres in 1ssue dunng each yeer

There are no dilutive or potentially dilutive shares in ssue
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NOTES TO ACCOUNTS
Investments
2006 2005
£'000 £'000 £'000 £000
Securthes
Listed — UK 261,254 251,609
— Overseas 153,707 130,118
Unlisted investments 3,065 5,02
418,026 386,748
Property
Freehold 38,450 34,600
Long leasehold 5,250 4,100
43,700 38,700
461,726 425 448
Listed Listed
in UK overseas Unhsted Property Total
£°000 £000 £000 £'000 £'000
Cost of investments held at 1 fanuary 2006 211,687 90,492 3,661 24,531 330,371
Unrealised oppreciation at 1 Jonuary 2006 39,922 39,626 1,360 14,169 95,077
Value of invesimenis held at 1 January 2006 251,609 130,118 5,021 38,700 425,448
Movements in year
Purchases at cost 81,180 54,704 - 318 136,202
Sales — proceeds 103,218} 135,355} {1,420} - {139,993)
- reclised gains/{iosses) on sales 20,008 12,440 211} - 32,237
Amorisation of fixed income book cost (9} 11 - - 102
Increase/{decrease) 1n unrealised appreciation 11,684 (8,311} [325) 4,682 7.730
Vaiue of invesiments held at 31 December 2006 261,254 153,707 3,065 43,700 461,726
Cost of investments held at 31 December 2006 209,648 122,392 2,030 24,849 358,919
Unrealised appreciahon at 31 December 2006 51,606 31,315 1,035 18,851 102,807
Value of invesiments held at 31 December 2006 261,254 153,707 3,065 43,700 461,725

The purchases and sales proceeds figures cbove include ransaction costs of £373,000 (2005 - £322,000) and £136,000

{2005 - £72,000) respectvely

2006 2005
Secunihes Property Total Secunhes Property Total
£'000 £000 £:000 £°000 £000 £000
Gains on investments
Reahsed gains on sales 32,237 - 32,237 10,173 - 10,173
Increase in unrealised
appreciafion 3,048 4,682 7,730 53,598 4,728 58,326
35,285 4,682 39,967 63,771 4,728 468,499
Of the realised gains on sales during the year of £32,237,000 (2005 - £10,173,000) a net gain of £21,386,000 {2005
- £5,637,000] was included in unrealised appreciahon at the previous year end
The property was valued on an open market basis by King Sturge LLP as at 31 December 2006
Details of matenal investments in unquoted compames are as follows
Carrying Carrying
Total value at value at
cost 311206 311208
£'000 £'000 £'000
International Mezzanine 8% 2003 1,685 1,408 3,158
International Mezzamne o9 1,469 1,675
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NOTES TO ACCOUNTS
10 Debtors
2006 2005
£°000 £'000
Amounts falling due within one year
Income accrued 1,304 1,284
Rental income accrued 21 70
Toxahon recoverable 7 7
Unrealised gain on forward currency coniract 243 -
Other debtors and prepayments 46 32
1,621 1,393
11 Creditors - amounts falling due within one year
2006 2005
£'000 £000
interest payable 1,438 1,438
Rental income prepaid 328 233
Other creditors and accruals 322 244
2,088 1,915

12 Creditors - amounts falling due after more than one year

The 8% Debenture Stock 2022 1s redeemable at par value on 10 Apnl 2022 1t 1s secured by a floating charge over the property of the

Company

The carrying value of the 8% Debenture Stock has been calculated as follows
2006 2005
£000 £°000
Nominal value of 8% Debenture Stock 80,000 80,000
Premium less 1ssue expenses 11,009 11,009
1,009 91,009
Net amerhisation in prior years {1,579} {1,249
Net amorhsation duning the year {351 (330)
Carrying value of 8% Debenture Stock at end of year 89,079 89,430

13 Called up Share Capital
2006 2005

Number £'000 Number £'000
Authorised ordinary shares of 25p eoch 280,000,000 70,000 280,000,000 70,000
Allotted, calledup and fully paid erdinary shares of 25p each 132,485,943 33,11 132,485,943 33,121

At 31 December 2006 the Company had authority to buy back 19,859,642 shares in accordance with the authonity granted at the
AGM in March 2006 No shares were bought back dunng the year under review
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NOTES TO ACCOUNTS
14 Reserves

Capital Capital Capital Total
Share  redemphon reserve reserve Revenue shareholders’
capital reserve - realsed - unreghsed reserve funds
£'000 £'000 £'000 £'000 £'000 £000
At 1 January 2006 33121 22,781 172,099 @5,077 13,513 335,571
(Gains on mvesiments — secunties - - 32,237 3,048 - 35,285
Gains an invesimenis — properly - - - 4,682 - 4,682
Management fees charged to capital - - (991} - - (991}
Finance costs charged to caprtal - - {3,025} - - {3,025)
Taxation credit to capital - - 412 - - 412
Currency gains on forward currency contracts - - - 243 - 243
Other currency losses - - (199} - - 199
Revenue refurn an ordinary activiies after taxation - - - - 10,002 10,002
Dividends appropnated in the year - - - - (9,406} {9,408)
At 31 December 2006 33,11 22,79 200,533 103,050 14,109 373,594

15 Net Asset Value per Ordinary Share

The net asset value per ordinary share and the net asset value attributable to the ordinary shareholders at the year end were as follows

2006 2005 2006 2005
£000 £000
Ordinary shares of 25p 282 0p 254.1p 373,594 336,591

Net asset value per ordinary share 1s based on the net assets as shown above and 132,485,943 (2005 - 132,485,943 ordinary
shares, beng the number of ordinary shares in 1ssue at the year end

Deducting borrowings at fair value would have the effect of reducing net asset value per ordinary share from 282 Op to 272 6p Taking
the market price of the ordinary shares at 31 December 2006 of 241 3p, this would have given o discount 1o net asset value of 11 5%
as aganst 14 4% on a traditional basis At 31 December 2005 the effect would have been to reduce net asset value per ordinary
share from 254 1pto 241 2p Toking the market price of the ordinary shares at 31 December 2005 of 218 8p, this would have given
a discount to net asset value of @ 3% as against 13 9% on a fraditional basts

16 Reconcihation of Net Return before Finance Costs and
Taxation to Net Cash Inflow from Operating Activities

2006 2005
£'000 £000
Net return before finance costs and taxahon 47,873 74,646
Gains on investments — securhes {35,285) (63,771}
Currency [gains)/losses {44) 691
Decreose in accrued income 124 111
tncrease in other debtors (15 -
Increase/{decrease) in creditors 78 (60
Other noncash changes {102} 48
12,629 11,665

17 Analysis of Change in Net Debt
At 1 Januory Cash  Other noncash At 31 December
2006 flows changes 2006
£000 £'000 £000 £'000
Cash at bank and in hand 1,095 3te - 1,414
Debenture stock 189,430) - 351 {89,079
(88,335) 319 351 (87,645)

THE SCOTTISH AMERICAN INVESTMENT COMPANY PLC 45 _



NOTES TO ACCOUNTS

18 Contingencies, Guarantees and Financial Commitments

At 31 December 2006 the Company had no contingencies, guarantees or iinancial commitments 2005 Erul]

19 Derivatives and Other Financial Instruments

The Company operates as an investment trust in accardance with section 842 of the Income and Corporation Taxes Act 1988 As
such, the Company ts exempt from capital gains tax on the sale of its investments The Managers monttor Investment movements, the
level of forecast income and expenditure and the amount of the proposed dividends to ensure that the provisions of section 842 are not
breached The international nature of the Company's investment achivities provides opportunities for both market appreciation and
currency gains, but leaves it exposed 1o the nsk of market volanlity and cusrency fluctuations

In the case of an investment trust, capital profits from mvesting actvities and currency gains are not recognised in the revenue account,
but are credited directly to a separate capital reserve which the Compoany 1s prohibited from distnbuting 1n the form of dividends

The Company has long term borrowings, defailed in note 12, the aim of which 1s 1o achieve improved performance in nsing markets
Further information on the Company's gearing policy ts given in the Chairman's Statement

The Company's revenue account may be affected by fluctuations in short term interest rates, income from overseas investment can be
offected by currency fluctuations

The Company's hnancial instruments, which provide finance for investment activities, currently compnise iis debenture stocks and its cash
and hquid resources In addinon 1o the equity portfolio, the Company maintains investments 1n property and UK and overseas corporate
bonds as part of its invesiment strategy

The Company may, from hime to ime, enfer nfo denvative transachons with the prior approval of the Board where such transactions are
for purposes of hedging against possible adverse fluctuations in the values of the Company’s borrowings, investmenis or cash No
ophions were purchased or wntten in the year undes review Trading in financial instruments 1s not within the normal activities of an
investment srust, nor s it the Company’s policy to trade in such instruments  Transachions in financial instruments generally anse as a
result of strategic investment decisions All berrowing facilies require Board authonsation

The Board agrees policies for managing nsk with the Company’s Managers The main risks anising from the Company’s financial
instruments are market nsk, interest rate nisk, credit nsk, hquidity nsk ard foreign currency nsk

Market Risk
The Company 15 exposed to market nisk due to fluctuations in the market prices of its investments The Company's Managers actively
monitor market and economic data and report to the Board, which considers investment policy on a regular basis

Inferest Rate Risk

The Company finances sts operatons by means of equity shareholders’ funds, bank borrowings and the 1ssue of debenture siocks The
value of the Company’s bond portfolio 1s subject to interest rate nsk It 1s not the Company's policy to hedge this nisk The Company
maintains a £10 million undrawn overdralt focility with the Royal Bank of Scotlond  The Company has 1ssued a fixed interest debenture
stock

Any changes to the interest rates relevant for particular instruments may result in the Company being unable to secure similar returns on
the expiry of contracts

Credit Risk

In addition fo inferest rate nsk, the Company’s investments in bonds are also subject to credit sk Credit nsk reflects the possibility that @
borrower will not be able to meet its obligahon to make payments of interest or principal when they fall due The Managers analyse the
credit nisk of the Company’s bond investments prior to purchase and confinue to monitor developments in credit quality subsequently

Liquidity Risk
The Company's policy with regard to liquidity 1s to ensure continuity of funding Short term flexibility 1s achieved by overdreft facilines
The Company's assets compnse mainly readily realisable securthies which can be sold freely to meet funding commitments if necessary

Foreign Currency Risk

The international natuse of the Company's investment activihes gives rise to a currency nisk which 1s inherent in the performance of its
overseas investments It 1s not the Company’s policy to hedge this nsk on a continuing basis, but the Company may from hme to time
match specific averseas investment with foreign currency borrowings Duning the year the Company took out a forward currency contract
to hedge against further dollar weakness At 31 December there was an unrealised gam of £243,00 in respect of this contract

The revenue account is subject to currency fluctuation The Company does not hedge this currency nsk
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NOTES TO ACCOUNTS
19 Denivatives and Other Financial Instruments tontinued)
Exposure to currency sk through asset ollocation 1s indicated below
2006 2005

Cash and Short term Cash and Short term
Investments deposits debtors * Investments deposits debtors
£000 £'000 £'000 £'000 £000 £000
Sterling 305,142 1,414 7,598 297,424 989 1,001
US dollar 04,819 - 6,121} 91,954 - 344
Euro 16,744 - 7 10,112 - 7
Braz:lan real 12,268 - 107 - - -
Swedish krona 12,810 - - 8,913 - -
Indian rupee 4,812 - - 6,135 106 -
Jopanese yen 8,075 - 30 3,361 - 31
Hong Keng dollar 1,082 - - 1,819 - -
Korean won 5,074 - - 5,730 - -
451,726 1,414 1,621 425448 1,095 1,393

*Short term debtors, includes a net unrealised gain on a forward currency contract to sell US dollars and buy sterling The currency
exposure on this contract at 31 December 2006 15 a follows sterling £7,011,000, US dollar [£6,768,000)

The following currency amounts are included in current and long term habilihes

2006 2005
Other creditors Other creditors

Debenture and accruals Debenture and aceruals
£'000 £000 £000 £'000
Sterling 89,079 2,088 89,430 1,915
Interest Rate Risk
The interest rate nsk profile of inancial assets and financial liabilities at 31 December was
Financial Assets
2006 2005
Weighted Weighted Weaighted Weighted
Fair value average average penod Fair value average average penod
£000 interest rate unhl maturity £'000 interest rate unhl maturity
Fixed rate
UK perpetual bonds - - - 3,086 55% 13 years *
Other UK fixed interest 4,782 6 0% 1 year 14,245 50% 18 years
US bonds 6,543 10 5% 1 year 3,316 8 0% 1 year
Floating rate
US baonds [interest rate linked
to US dollar LIBOR 6,770 14 2% 3 years - - -
Braziian bonds [interest rate
linked to Braziian CPI} 12,268 9 &% 38 yeors - - -

*Based on expected matunty dates
1The 2006 hgures relate to a structured note linked to the share price of BHP Bilhton
The cash deposits generally compnse call or short term money market deposits of less than one month

Sheort term debtors have been excluded from the disclosure of financial assets
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NOTES TG ACCOUNTS

19 Derivatives and Other Financial Instruments {continued)

Financial Ligbilihes

2006 2005
£'000 £'000
The interest rate sk profile of the Company’s hinancial hiabiliies at 31 December was
Fixed rate - Stering 89,079 89,430
The matursty profile of the Company’s financial liabilihes at 31 December was
In more than five years {16 years) 89,079 89430

Fair value of inancial assets and financial liabitihes
The Directors are of the opinion that the financial assets and labilites of the Company are stated at fair value in the balance sheet with
the exception of the long term borrowings which are stated in accordance with FRS 25 The fair value of the debenture stock 1s shown

below

Fair value of financial assets

A full list of the Company’s investments is given on pages 1910 21 In additon, a geographical analysis of the portfolio, an analysis of
the investment portfolio by broad industrial or commercial secior and o Iist of the 30 largest equity investments by their aggregate farr
value cre contained in the Managers’ Review Section

Fair value of hnancial liabilihes
The Company’s borrowings are included in the accounts in accordonce with FRS 25 A companson with the farr volue [closing offer value] 1s as

follows
2006 2005
Nominal Book Fair Nominal Book Fair
£000 £'000 £000 £000 £°000 £°000
8% debenture stock 2022 80,000 89,079 101,558 80,000 89430 106,426

Gains and losses on hedges
At 31 December 2006 there was an unrealised gain of £243,000 in respect of o forward currency contract

Realised currency gains/losses are taken to the capiial reserve and are not reflected in the revenue occount unless they are of o revenue
nature
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NOTICE OF ANNUAL GENERAL MEETING

The Annual General Meeting of the Company will be held at the ofices of
Balie Gifford & Co, Calton Square, 1 Gresnside Row, Edinbyrgh EH1 3AN,
on Thursday, 5 April 2007 ot 11 00 am

if you have any quertes as to how to vote or how fo attend the meehng, please

call vs on 0800 027 0133
Baillie Gifford may record your call

Notice of Annual General Meeting

Notice 1s hereby given that the one hundred
and thiryrfourth Annual General Meeting of
The Scothish Amencan Investment Company
PLC will be held within the Regustered
Office of the Company, Caltan Sguare,

1 Greenside Row, Edinburgh EH1 3AN

on Thursday, 5 Apnl 2007 at 11 00 am
Coffee will be ovailable after the meeting
and the Portfolio Manager responsible for
SAINTS wili give a short preseniation on the
investment outlook The fallowing resolutions
will be proposed at the AGM

Ordinary Business

I To receive ond approve the Accounts
of the Company for the year to 31
December 2006 with the Reports of the
Directars and of the Audiors therean

2 To approve the Directors’ Remuneration
Report

3 To declare a tinal dividend
4 To reelect Sir Bnan Ivory as a Director

5 Tareelect Mr Enc Hagmaen as a
Drrector

& To reelect Er Jonet Morgan as a Director
7 To reelect M David Price as a Director

B To reappoint KPMG Audit Plc as
Independent Auditors

9 To authonse the Directors to determine
the remuneration of the Independent
Auditors

Special Business

To consider, and, if thought fit, 1o pass the
following resolutions as special resolutions

10 That, n substtuton for any existing
outhonty under section 166 of the
Companies Act 1985 [the "Act”),
but without prejudice to the exercise
of any such authonty prior to the date
hereof, the Company be authonsed,
in accordance with sachion 166 of the
Act, to make market purchases [within
the meaning of section 163(3) of the
Act] of ordinary shares of 25p each in
the capital of the Company ['Shares'),
{either for retenhon as treasury shares for
future rerssue and resale or transfer, or
cancellation), provided that

{a) the maximum aggregate number
of Shares hereby authonsed to be
purchased shall be 14 99% of the
issued ordinary share capital on
the date on which this resolution 1s
possed,

the mimmum price which may be
paid for a Share shall be 25p,

(b

{c} the moximum price [exclusive of
expenses) which may be paid for
a Share shall be not more than the
hugher o

id

[} 105 per cent of the average
of the middle maorket guotations
los denved from the Daily
COfficial List of the Londen Stock
Exchange) for the Shares for the
five business days immediately
preceding the date of purchase,
and

{n) the higher of the last mdependent
bid and the highest current
independent bid on the London
Stock Exchange, and

unless previously vaned, revoked

or renewed by the Company in
genercl meeting, the authanty
hereby conferred shall expire at the
concluston of the Annual General
Mesting of the Company to be held
in 2008 or, on 4 October 2008,
whichever 15 the earlier, save that the
Company may, prior to such expiry,
enfer into a contraet fo purchase
Shares under such authonty which
will or might be completed or
executed whally or partly after the
exprration of such authonty and may
make a purchase of Shares pursuant
to any such contract
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NOTICE OF ANNUAL GENERAL MEETING

1T That, in substitution for any exishing

power under section 95 of the
Companies Act 1985 [the “Act),

but without prejudice to the exercise

of any such power priar 1o the date
hereof, the Directors be and they are
hereby generally empowered pursuant
to section @5 of the Act to allot equity
securties (as defined 1n sechons 94(2)
and 94(3A] of the Act] for cash pursuant
to the authonty conferred on them by
resoluton passed at the Annual General
Meeting of the Company held on

24 March 2005 or otherwise, os if
section 89(1) of the Act did not apply

to any such allotment and to sell or
transfer relevant shares {os defined in
sechons 9442} to 94|3A} of the Act) f,
immediately before the sale or transfer,
such shares are held by the Company
as treasury shares [as defined in section
V62A of the Act) [“treasury shares”) for
cash as if subsection {1} of section 89 of
the Act did net apply to any such sale or
transfer provided that this power shall be
limited to

[a} the allotment of equity secunties in
connecthon with a nghts issue n
favour of the holders of ordinary
shares of 25p each in the Company
{"Shares") where the equity securities
respechively attnbutable to the
inferests of alf such shareholders are
proportionate |as nearly as may bel
to the respective number of Shares
held {or deemed or nationally
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held) by them but subject to such
exclusians or other arrangements as
the Directors may think fit in relaton
to fractional entilements or to deal
with problems under the laws, or
requirements of, any recognised
body or stock exchange in any
terntory, and
(b} the allotment and the sale or fransfer
of treasury shares {other than
pursuant to paragraph (6} of this
resolution) of up to an aggregate
nominal value of £3,312,148 50
being 10% of the Company's 1ssued
Share copifal ©s ot 15 February
2007,

and shall expire at the conclusion of

the next Annual Genercl Meeting of

the Company to be held in 2008 or

on 4 Oclober 2008, whichever 15 the
earlier, save that the Company may,
before such expiry, meke any offer or
agreemeni which would or might require
equity secunhes or treasury shares to be
allotted, sold or transferred after such
expiry, and the Direclors may allot equity
secunihies or sell or transfer treasury
shares in pursuance of such offer or
agreement s if the power conferred
hereby had not expired

By order of the Board
Bailie Gifford & Co

Managers and Secretanes
5 March 2007

M Clpd L

Notes

1

A member entfled fo attenc and vole af the
meefing 15 enhled to appeint one or more
prexies to citend and, on ¢ polt, vote on his/
her behalf A proxy need not be a member of
the Company A Form of Proxy for the use of
members 15 enclosed ard fo be valid must be
lodged with the Registrars of the Company
not later than 48 hours before the ime set for
the meeting, or any adjourned mesting

Pursuant to Regulation 41 of the
Uncerihcated Securihes Regulations 2001,
the Company specifies that only those
shareholders entered on the Register of
Members of the Company as at 11 OCam on
3 Aprl 2007 or, in the event that the meeting
s adjourned, on the Register of Members 48
hours before the tme of any adjourned
meeting, shall be enhfled o ctend or vote at
the meeting In respect of the number of
ordinary shares registered i therr name at
that tme Changes fo the enfries on the
Regster of Members after 11 00am on 3
Apr! 2007 or, n the event that the meefing 18
adjourned, in the Register of Members 48
hours before the time of ony adjourned
meehng, shall be disregarded in determining
the nghts of any person to altend or vote at
the meeting, notwithstanching any provisions
in any enactment, the Ariicles of Association
of the Company or other mstrument & the
contrary

Shareholders participanng in the Baille
Gifford Investment Trust Share Plan, Children’s
Savings Plon or the Baillie Gifiord Investment
Trust ISA/PEP who wish te vote and/or
attend the meehng must complete and refusn
the enclosed reply-peid Form of Direchion

No Director has a contract of service with the
Company



Dividend Dates for 2007

FURTHER SHAREHOLDER INFORMATION

Final First Second Third
2006 Interim * Intenim * Interim *
Dividend announced Q/2/07 24/5/07 27/7/07  21/11/07
Exdradend date 14/3/07 &/6/07 5/9/07 S/12/07
Record date 16/3/07 8/6/07 7/9/07 7/12/07
Dvidend pOId 10/4/07 20/6/07 28/9/07 31/12/07
*Anticipated dotes

Further Shareholder Information

How to Invest

The Company's shares are traded on

the tondon Stock Exchange They can

be bought by placing an order with a
stockbroker, by asking a professional
adviser to do so, or through the Baillie
Gifford savings vehicles {see inside back
cover for details) You can alse find
specific details about investing in SAINTS
at www saints-it com

Sources of Further Information on
the Company

The price of shares 1s quoted daily in the
Financial Times and can also be found on
the Barlhe Gifford website ot

www bailliegifford com, Trustnes of

www frusinet co uk and on other hinoncial
websites Company facisheels are also
available on the Baillie Gifford website and
are updated monthly These are available
from Baill:e Gifford on request

Dividend Dates

The table above gives the actual ond
anheipated quartery divdend dates

The exdividend date 15 the date on which
entillement ta receve the net dividend 15
esfablished The record date 15 the date on
which shares must be registered following
purchase to receive the dividend direct
Otherwise you will have to claim 1t from the
agent through whom you purchased your
shares

Interest

Interest 1s paid on the 8% Debenture Stock in
Apnit and October

Announcement of Results and
Reports

SAINTS' results for the half year to 30 june
will be announced 1n July and the results for
the yeor to 31 December will be announced
in mid February The Inienm Report will be
posted to shareholders 1in August and the
Annual Report in February or early March
The 2006 AGM 1s being held on 5 Apnl

How You are Taxed

¢ Capital As an invesiment irust, SAINTS
pays no capifal gains tax This means
that, while assets remain invested in
SAINTS, they are managed free of such
tax However, should you decide to sefl
your SAINTS shares, you may be subject
to capital gains tax As an indwidual you
pay no capital gains tax on the total net
goins from all sources In any one year up
to £8,800 However, any gains in excess
of £8,800 are chargeable at your highest
rate of tax, a maximun 40% These
hgures apply for the fiscol year ending 5
Apnl 2007

Upto 5 Aprl 1998 the cost of investments
for capital gains tax purposes was
adjusted 1n line with inflaton However,
this indexahon allowonce was frozen at 5
April 1998 and has been replaced by a
taper relief Therefore, from & Apnl 1998,
chorgeable gains are reduced according
to how long the investment has been held
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If you held SAINTS shares prior to 1
Apnl 1982 you can currently choose to
subshtute the 31 March 1982 morket
value for your onginal purchase cost
this would reduce your copitel gams tax
hability The market value of the ordinary
shares |adusted for present capital) at 31
March 1982 was 33 125p

¢ Income The dividends you receve from
your SAINTS shares are taxed as income
IF you pay tax at the storting (10%) or
basic {22%) rates yeu will have no further
hiability to tax If you pay tax at the higher
rate {40%), you will be liable to a further
amount of tax Dividends received,
including the relevant tax credits, should
be declared an your Tax Return

Shareholders are recommended to consult
their professional adviser as to their tax
position

Share Register Enquiries

Computershare Investor Services PLC
maintains the share register on behalf of
the Company In the evert of quenes
regarding shares registered  your own
name, please conlact the Registrars on
0870 707 1282 They also offer a free,
secure share management website service
which allows you to

* view your share portfolio and see the
latest market price of your shares,

* caleulate the total marker price of each
shareholding,

* view pnice histonies and trading graphs,



FURTHER SHAREHOLDER INFORMATION

Analysis of Shareholders

At 31 December 2006

At 31 December 2005

Number % Number %

Institutions 29,798,683 225 27,860,552 210
Intermedianes 47,078,685 355 43,659,400 330
Individugals 35,168,327 266 37,997,165 287
Balllie Gifford Share Plan/PEP/ISA 19,789,816 149 20,398,970 154
Marketmakers 650,432 05 2,569,856 19
132,485,943 100.0 132,485,943 100.0

* update bank mandates and change
oddress details, and

* yse online dealing services

To take advantage of this service, please log
in ot www-uk computershare com/investor
and enter your Shareholder Reference
Number and Company Code [this
nformahon can be found on the las:
dwidend voucher or your share certificate]

SAINTS 1s an investment trust
Investment trusts offer investors the
following

* Parhcipation in a diversified portfolio of
shares

¢ Canstant supervision by expenenced
professional managers

¢ The Company 1s free from capdal gains
fax on capitol profits realised within its
portfolio

These accounts have been approved by the
Directors of SAINTS Baillie Gifford Savings
Management Umited 1s the ISA Manager of
the Baillie Gifford Investment Trust ISA, the
PEP Manager of the Baille Gifford Investment
Trust PEP, the Manager of the 8aithe Gifford
Investment Trust Share Plan and Children’s
Savings Plan and the promoter of the Baillie
Gifferd Select Pension Allance Trust Savings
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Limited 15 the provider, trustee and administrator
of the Allance Trust Personal Pension Plan
through which the Bailhe Gifford Select Pension
1s made avalable Balle Gifford Savings
Management Limited 1s whelly owned by
Baille Gifford & Co Both are authonsed and
regulated by the Finanaial Services Authanty
Bailie Gifford only provides information about
its products and does not provide investment
advice The staff of Batlhe Gifford may have
positions in SAINTS and may buy or sell such
shares from fime to time, subject to Baillie
Gifford's personal account dealing rules

Risks

Past performance 1s no guarantee of future
performance

The value of your invesiment and any income
from 1t1s not guaranteed and may go down
as well as up and you may not get back the
amount rwested This 1s because the share
price 1s determined by the changing condiions
in the relevant stockmarkets in which the srust
invests and by the supply and demand for

fhe trust's shares You should regard your
Investment as mediwm fo kngderm

SAINTS has borrowed money to make further
investmenis This 1s commonly referred to as
geanng The nsk ts that when this money 1s

repaid by the trust, the value of these rvestments
may not be enough 16 cover the borrowsng and
Interest costs, and the tust will make a loss (F
the frust’s mvestments fall in value, gearing wil
increase the amount of this loss The more highly
the frust 1s geared, the greater this effect will be

As SAINTS invests i overseas securihes
changes in the rates of exchange may also
cause the value of your invesiment {and any
ncome 1t may pay} to go down or up

SAINTS has some direct mvestments in
property which may be difficult fo sell
Valuations of property are only estimates
based on the valuer's opinion rather than of
fact These estimates may not be achieved
when the property 1s so'd and this would
have the effect of reducing the value of the
trust Property values are affected by such
factors as the level of interest rates, economic
growth, fluctuations in property yields and
tenant default Therefore on the realisation of
any propery, the trust may receve less than
the onginal amount invested

Tax rates and reliefs, as well as the fax
treatment of 1SAs and PEPs, may change
at any tme in the future The value of any
tax benefits will depend on your indmdual
circumstances



SAINTS' shares cre fraded on the Llondon
Stock Exchange They can be bought
through a stockbroker, by asking a
professional adwiser to do so, o through the
Baille Gifford savings vehicles

Bailhe Gifford’s Investment Trust
Share Plan

You can invest from £250 or from £30 per
month The plan s designed to be a cost
effective way of saving on a regular or lump
sum basis

Baillie Gifford’s Investment Trust ISA

You can invest in a tox efficient way by
investing @ mimimurn of £2,000 or from
£250 per month or by transferning an ISA
with a value of at least £2,000 from your
existing manager

Baillie Gifford’s Children’s Savings
Plan

A costeffective plon tarlored especially to
meet the requirements to save for children
You can invest a minmmum of £250 or from
£30 per month

Bailhe Gifford’s Investment Trust
PEP Transfer

You can transfer an existing PEP to access a
different market or to change your investment
manager {minmum value of £2,000)

Bailhie Gifford Select Pension

The Baillie Gifford Select Pension provided
by Alliance Trust Savings Limited 1s a self
invested personal pension The minimum
contribution 1s £50

Further Information

Retal Investments Department

Baillie Gifford Savings Management Limited
Calten Square

1 Greenside Row

EDINBURGH EH1 3AN

Tel 0BOO 027 0133
We may record your call

Emal trustenquines@bailliegifford com
website www baillegifford com

Fax 0131 275 3955

For SAINTS specific quenes, please use the
following contact details

Emal sants@bailhegifford com
website www saints it com

FURTHER SHAREHOLDER INFORMATION
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