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COMPANY SUMMARY

Company data at 31 December 2011

Shareholders’ funds
£294m

Total assets*

£381m

Market capitalisation

£277m

*Tolal net assets before deduction of debenture.

Company Summary

SAINTS aims to be a core investment for private investors seeking income.
Its objective is to achieve capital and income growth in order to grow the
dividend at a faster rate than inflation. The focus of the portfolio is on
listed equities, both UK and overseas, but investments are also made in

bonds, property and other asset types.

Objective
SAINTS’ obijective is 1o increcse capital and grow income in order
to deliver 1eal dividend growth.

Investment Policy

SAINTS' pelicy is ta irvest flexibly ond actively across a breed
range of assets and markets. Listed equities, both UK and overseas,
form the largest port of the portfolic, Investments are also made

in bonds, property and other asset dasses. Full detoils of the
Company's investment policy are contained within the Business
Review on poges 20 ond 21.

Company History
SAINTS was founded in 187 3. Around 80% of the Company’s
shares are held by private individuals.

Benchmark

The porifalio benchmark against which performance has been
measured is 50% FTSE All-Shere Index and 50% FTSE AllWaorld Ex
UK Index [in sterling ferms).

In comparing NAY performance to the benchmark the Compeny's
assets and liobiliies are measured at fair value.

Management Details

Baillie Giftord & Co were appointed as Invesiment Managers

and Secrelaries to the Company with effect from 1 January 2004,
The management contract can be termincted on six monihs’ notice.
The property portfolio is managed by OLM Properiy Limited. The
agreement can be termincted on three manths' natice,

Management Fees

Baillie Gifford & Co's cnnual management fee is 0.45% of 1otal
assels less current liabilities, excluding the propery porffolio,
calculated on a quarterly basis.

OLM Property Limited receives an annual fee of 0.5% of the value of
the property portfolio subject to @ minimum quarterly fee of £6,250.

Capital Structure

At the year end the Company’s shore capitcl consisted of
132,675,943 ordinary shares of 25p each which were issued and
fully paid. The Company has been granted the authority to buy back
e limited number of its own shares for cancellation or retention as
treasury shares as well as to issue shares/sell reasury shares at o
premium io NAY. long term gearing has been secured by £80
million {nominal value) of debenture stock, which was issued in three

tranches between April 1997 and January 2001,

Saving Vehicles
SAINTS’ shares can be held threugh a variety of sevings vehicles
Isee page 49 for details).

AlC

The Company is a member of the Association of Investment
Companies. '

Notes

None cf the views expressed in this document should be construed
as advice to buy or sell a parlicular investment.

Investment trusts are UK public listed companies and as such comply
with the requirements of the UK listing Autherity, They are not
authorised or regulated by the Financial Services Authority.
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ONE YEAR SUMMARY

One Year Summary

31 December

31 December

One Year Performance
[figures plotted on a monthly basis rebased jo 100 at 31 Decernber 2010)

Past performance is not a guide to future perfermance.
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200 2010 % change
Total assets (before deduction of debenture) £381.2m €418.3m
Debenture (book value] £87 0m £87.5m
Shareholders’ funds £294.2m £330.8m
Net asset value per ordinary share {debenture at fair value] 205.3p 242 5p (15.3)
Net asset value per ordinary share {debenture at book value) 221.7p 249.7p {11.2)
Share price 208.5p 245.5p {15.1)
FTSE AllShare Index 2,857.9 3,062.8 16.7)
FTSE AlWorld Ex UK Index [in sterfing terms| 188.0 207.5 (9.4)
Benchmark composite index* 8.0
Premium — debenture at fair value 6% 1.2%
Discount {debenture at book value) [6.0%) [1.7%)
Revenue earings per ordinary share 9.32p 851p 9.5
Dividends paid and paycbie in respect of the year 9.45p 2.25p 2.2
Expense ratio 0.89% 0.90%
Year to 31 December 2011 2011 2010 2010
Year's high and low High Low High Low
Net asset value (debenture af fair value 247 9p 190.1p 247.2p 196.4p
Net asset value [debenture at bock value) 256.0p 205.1p 253.8p 203.3p
Share price 252 0p 202.0p 245 5p 178.7p
Premium /{discount] — debenture atf fair value 9.5% (4.4%) 2.3% (12.1%}
Premium,/{discount] — debenture ai bock value 2.1% |7.3%) {1.4%) (13.5%)
Year to 31 December 2011 2010
Total return performance
Net asset value {debenture at fair value) {11.8%) 22.8%
Net asset value [debenture ot bock value) (7.6%) 24.3%
Share price {11.5%) 41.8%
Benchmark composite index* 15.2%) 15.8%
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FIVE YEAR SUMMARY

Five Year Summary

5 Year Total Return Performance Relative Annual Net Asset Value and
{figures rebased to 100 ot 31 December 2004) Share Price Total Returns (relative to
the benchmark* total return)

Premium/(discount) to Net Asset Value Dividend and RPI Growth Rate
{plotted on o monthly basis) (figures rebased 1o 100 ot 31 December 2006}

Pasi performance is not o guide to future performance.,

* With effect fom 1 January 2009 the portfolio benchmork against which performance hos been measured is 50% FTSE AllShare Index and 50% FTSE AllWorld Ex UK
Index {in sterling terms}. For the earlier years covered by the above grophs the Company's benchmark was 70% FTSE AllShare Index and 30% FTSE World Ex UK Index
[in sterling terms). For the purposes of the abave graphs the relurns on beth benchmarks for their respective periods hove been linked to form @ single benchmark.
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CHAIRMAN'S STATEMENT

Overview

2011 waes a more difficult year for the global economy and for
SAINTS, and siockmarkeis gave back some of the gains from the
previous wo years. In particular, markets were overshadowed by the
Eurczone crisis and the possibility of a double dip recession,
However, | am happy to report that the income received from
SAINTS' invesiment portfolio rose over the year, with particularly
sirang increases in the dividends from our equily investments. | am
hopefuf that SAINTS will deliver real dividend growth in the years
chead.

Performance

The performance of the portfolio was more or less in fine with the
index but the debenture priced at foir value octed as o considerable
drag on overdll performance. The net asset value iotal return, with
the debenture at fair value, was -11.8%. Toking the debenture at its
book volue, the iotal return was -7.6%. These figures compare to a
benchmark total return of -5.2%.

The share price tofal return for the year was -1 1,5%. The share price
begon the yeor at a smalf premium to net asset value (again with the
debenture at fair value) and this was maintcined throughout the year,
At the year end, the premium was 1.6%.

A fuller explanction of investment performance is pravided in the
Managers' Review on poges 8 to 11 and the longer term record
for net asset valve, the share price and discounts can be found on
page 19.

Revenues and Dividend

Total income was £17.3m in 2011 compared to £16.4m in 2010,
a rise of %. Dividend income received from our listed equity
investments rose 20% to £11.3m, income from our band investments
fell from £4.4m to £.3.3m reflecling some changes in the porffolio
while the rental income on our directly held properties rose from
£2.3mto £2.7m ¢s we benefited from some modest rent increases
across the porifolio and the acquisition of some new properties.

This increase in our investment income fed through to o 9.5%
increase in earnings per share, from 8.51p in 2010 to 9.32p this
year. It also means that we are required to draw only modestly on
our revenue reserves [which stand at @.8p per share) to pay this

Post performance is not o guide to future performance.
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Chairman’s Statement

year’s dividend. Three payments of 2.35p have dlready been made
and we propose to pay ¢ final dividend of 2.40p, moking o iolal of
@.45p for the year as o whole.

A dividend of 9.45p for 2011 represents an increase on the pricr
year of 2.2% and therefore fclls short of the increase recorded in the
Retail Prices Index last year. However, over the long term, SAINTS
hos grown its dividend at a faster rate than inflafion and we cim 1o
continue to do so. The historic record of how the dividend has
grown in rec! ferms since Baillie Gifford were appointed cs
Invesiment Managers on 1 January 2004 is illusirated in the chart on
poge 5.

Borrowings

SAINTS' borrowings toke the form of a single debenture due for
repayment in April 2022 The book value of these barrowed funds is
£87.0m. However, since the debenture was issued at a premium to
its per value, the final repayment amount will be £80m. At the stort
of the year, the book value of the debenture was equivalent to
approximately 26% of shareholders’ funds.

Ouring 2011, this borrowed money was used as funding for a
range of higher yielding invesiments across bond markets and in UK
commercial property. The income from these investments makes o
significant contribution fo our foial investment income bul capital
performance in 2011 wos mixed with the property invesiments
holding their value but the bond investments experiencing declines in
sympathy with broader market movements.

Fluctuations in the fair value of the debenture also affect our net asset
value. During 2071, the prices of UK gilis rose ond this caused the
market price of the debenture 1o rise from £97m to £109m. This rise
in the market value of the debenture was o drag on the perfarmance
of net assets and explains much of the shortfall against the composite
index that we use for performance comparison purposes.

Supply and Demand for the Company’s Shares

I remarked lost year that the relatively high and growing dividend
offered by SAINTS was, in a world of low interest rates ond falling
gilt yields, an increasingly cttractive proposition fo private investors.
This favourable rend has allowed our shares to trade at premiums to
net asses value during the last year.




ssuing shares when the price is af a premium fo net asset value
advanioges existing shoreholders, allows new shareholders to join
the register with relative ease and enhances marker liquidity for
SAINTS' shares. We submitied & block listing application to the
london Stock Exchange in May this year and by September the
share price was srading ot a sufficient level for us to issue a smalk
amount of new shares.

We will continue to lock to issue new shares when it is opprogriole
to do so, particularly when the share price stands at @ premium to
the nei asset value per share with the debeniure priced at book
value.

Notwithstanding the above, we clso intend to seek shareholders’
approval of this year's AGM for the renewal of the Company’s authority
to buy back its own shares at @ discount 1o net asset volue. Although
this has not been used in recent years, the Board believes that buy
backs can be useful in certain circumstances for reducing volatility in
the discount and enhancing net asset volue for continuing shareholders.

Dividend & RPI Growth rate
(figures rebased io 100 ot 31 December 2003}

CHAIRMAN’S STATEMENT

Outlook

We expect our revenue account 1o show further improvement during
2012 and ore hopelul that the year ahead will see a refurn 1o recl
growth in our dividend.

The levels of siockmarkeis and those of the other asset closses and
investmeni morkets in which SAINTS can invest will, we expect, remain
volatile. There are still many significant challenges facing the global
economy and these make it difficult to foresee with great conviciion
any significant uplift in econamic activity or corporale profits.

However, such environments can sometimes present as mony
opportunities as they do threots and we and our Managers will
endeavour 1o profit from them. In this regard, we are pleased to
announce the appeiniment of Dominic Neary as Deputy Manoger.
Dominic will assist the current Manager, Patrick Edwardsen, with
particulor responsibility for the equity portiolic.

The Board and the AGM

David Price, who has served on the Board for 14 years, hos
decided 1o refire from the Board after the forthcoming AGM. | am
very grateful for his considercble centribution, full commitment and
valued suppoert over that period. He will be succeeded as Senior
Independent Director by Lord Kerr. '

The AGM will be held at 1 Tam on Thursday 5 April at Boillie
Gifford's offices ot Calton Square, 1 Greenside Row, Edinburgh (see
map on page 53}. The Mancgers will moke a presentation on the
investment portfolic. There will alse be an opportunity 1o ask questions
and the Direciors and Managers look forward so meeting you there.

Ry
Sir Brian Ivory, CEI

Chairman

20 February 2012
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DIRECTORS 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 Managers and Secretaries

since 1 January 2004.

Directors

Sir Brian lory, CBE, CA

Sir Brian joined the Board in 2000 and was appointed Chairman in
2001. He is also the Chairman of the Nomination Commitiee. He is
a director of Remy Cointreau SA, Orpar SA, Insight Investment
Management Lid and is chairman of Marathon Asset Management
[Services| lid, Retec Digital ple and Arcus Europeon Infrastructure
Fund GP LP and depuly chairman of Shawbiook Bank limited. He
was formerly chairman of Highland Distillers Pic ond of the Trustees
of the National Galleries of Scotland and a director of HBOS Ple.

The Rt Hon Sir Menzies Campbell, CBE, QC, MP

Sir Menzies joined the Board in December 2007, He was leader of
the liberal Demociat party until Qcleber 2007, He was elecied as
an MP in 1987, and was Foreign Affairs Spokesman before
becoming Deputy leader of his party. He qualilied as an advocate
in Scotland, being admired fe the Faculy of Advocates in 1968
and becoming Queen's Counsel in 1982.

Eric Hagman, CBE, CA

Mr Hagman joined the Board in 2005 and became the Chairman
of the Audit Committee after the 2009 AGM. He joined Arthur
Andersen in 1971 and become the managing partner in Scotland in
1982 He spent the last five years until 2002 in london as o
managing pariner on the UK leadership Team. He is o director of
The Royal College of Art. He was formerly a frustee of the National
Galleries of Seoflond and a direcior of British Polythene Industries ple,
Glen Group plc, Scottish Financial Enterprise and Scottish Enterprise.

Lord Kerr of Kinlochard, GCMG

tord Kerr joined the Board in 2002. He was Head of the Diplomatic
Service from 1967 to 2002, having previously been Ambassader to
the European Union and then ic the United Siates. He is depuly
chairman of Royal Dutch Shell plc and is a directar of Rio Tinto Ple
and Scottish Power.
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Rachel Lomax

Ms lomax joined the Board in 2008. She served as Deputy
Govermor of the Bank of England between 2003 and 2008, having
previously been Permanent Secretary at the Depariment for Transport,
the Department for Work and Pensions and the Welsh Cffice. She
was previously Chief of Staif 1o the President of the World Bank,
Hecd of the Economic ond Domestic Secretariat ot the Cabinet
Office. She worked for many yecrs of HM Treasury, where she waos
Principal Private Secretary to the Chancellor of the Exchequer and
deputy Chief Economic Adviser. She is a director of HSBC Holdings,
BAA Limited, the Reinsurance Group of America {RGS), Impericl
College Londen, the Centre for Economic Policy Research (CEPR]
ond the Supervisory Boord of Arcus European Infrastructure Fund GFP
LLP and is president of the Insitute of Fiscal Studies.

Peter Moon

Mr Maon joined the Board in 2005. He waos chief investment officer
of the Universities Superannuation Scheme Limited fung from 1992
until August 2009. He is chairman of Bell Potter [UK) Limited and is
a director of First Property plc and Arden Pariners plc and is a former
director of MBNA Europe and is a former Member of the National
Association of Pension Funds Invesiment Committee. Prior o jeining
Universities Superannuation Scheme, Mr Moon managed
investments at the British Airways Pension Fund ond the National
Provident Institution, which he joired in 1978.

David Price

M Frice jeined the Board in 1997 and is the senior independent
director. He was formerly deputy chairman of Mercury Asset
Management Croup ple, chairman of F&C Management Limited.

All Directors are members of the Nomination and Audit Committees.




DIRECTORS AND MANAGEMENT

From left to right: Dovid Price, The R Hon Sir Menzies Campbell, Rachel Llomosx,
Sir Brian ary, Eric Hagman, Peter Moan, lord Kerr of Kinlochard

Managers and Secretaries

SAINTS is managed by Baillie Gifford & Co, an investment
manogement {irm farmed in 1927 out of the legel firm Beillie &
Gifford, WS, which hod been involved in investment management
since 1908.

Baillie Gifford & Co are one of the largest investment trust managers
in the UK and currendy mancge eight investment trusts. Baillie Gifford
& Co also mancge unit trusts and Open Ended Investment
Companies, together with investiment porffalios on behall of pension
funds, charities and other instiutional clients, both in the UK and
overseas. Funds urder the management or advice of Baillie Gifford
& Co total around £77 billion. Based in Edinburgh, they are one of
the leading privately owned investment management firms in the UK,
with 36 partners and a staff of around 700.

The manager of SAINTS is Patrick Edwardson, a pariner of Baillie
Gifford & Co. The depuly manager is Dominic Neary. Patrick has
overall responsibility for the portfolio and asset allocation, Dominic
has particular responsibility for the equity portfolio. Both work elosely
with the other specialist equity, bond and multi-asset chass investors at
Baillie Gifford. The property investments are managed separately by
OLUM Property Limited, o specialist property manager.

The firm of Baillie Gifford & Co is outharised and reguloted by the
Financial Services Authority.

THE SCOTTISH AMERICAN INVESTMENT COMPANYPLC.Z




MANAGERS' REVIEW

Managers’ Review

Overview

2011 presented us with a challenging investment environment.

The year began well with the global economy expanding briskly
and financial morkets buoyant. However, these conditions were not
maintained and optimism gave way to pessimism as growth slowed
in the second half of the yeor.

The portfolio was fully invested through the year, predominanily in
equities but also in higher yielding bends and commercial property.
This mix proved successful in terms of generating a high level of
income but it meant we suffered capital declines,

While gearing as part of the long term strategy is sound, last year
this had an adverse impaci on the NAV tofal refurn due 1o the
relative movements in equity and fixed interest markets. The tolal
tefurn on the pordolic was -6.5% which was slightly worse thon the
-5.2% return on the composite benchmark that we use for
performance comparisons. At the net asset value level, the total
return was -7 6% with the debenture at its book value but the resylt
with the debenture at fair volue was worse, -11.8%. This difference
in the hwo measures reflects an increase in the estimated fair volue of
the debenture and this is explained in more defail below.

Economies and Markets

Ecenomic and market developments last year should, we believe, be
seen in the context of o world sfill recovering from the grave financial
crisis of 2007-2009. That episode exposed significant imbalances
in the world economy and serious misjudgements in haw it was
financed. It was always likely that full recovery from such a situation
would toke time and be interrupted by periods when growth would
appear to lalter and crises threaten.

The most obvious threat during 2011 came from Europe. The
finarciol ¢risis and the associoled recession saw government deficits
and debt levels soor in many of the euro area economies. Financial
markets lost confidence, particularly as efforts to reduce borrowing
through austerity programmes cut into the economic growth needed
io genercte tox revenues. A vicious circle emerged in which
declining confidence led 1o higher bond yields which in turn made
debt burdens ever more unviable.

Past performance is not a guide to futwre performance.
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The European Central Bank has been providing large amounts of
emergency lerding and euro arec governments have been inching
their woy towards the sort of joint fiscal arrangements that might
make a common currency work. So far, @ true crisis has been
ovoided. However, the threat of eurc member states defaulting, the
possible break-up of the euro and the likely subsequent collapse in
Europe's banking system have been, and remain, cn ominous
shadow over financial morkets.

Had growth elsewhere been strong, events in Europe might have
had little broader impact. However, the United States is also
struggling to decl with o laige debt burden and the other
conseguences of the firancial erisis, Japan was siruck by a
devostating earthquake cnd a number of the developing economies
faced, or were inclined o encourage, o deceleration in growth
rates. Notably, in China the authorities have been working herd to
dampen inflationary pressures by running tight monetary policy.
Although growth in that economy is sfill likely 10 have been very
strong in absolute terms, this policy stance encouraged fears of o
sharp decelerction in growth.

Al teld, it wes not a supportive environmeni, The best retuins were
had from those assets and markets viewed as safe havens such as
gold and credit worthy government bonds. The worst returns came
from those markets most refiant on the economy such as equities.

Full detail on the performance of SAINTS' porffolic Is provided in the
subsequent sections but, in summary, our listed equity investments saw
price falls whilst the bond and property perfolios generated positive
relurns. As mensioned earlier, there was also a significani move in the
estimated fair value of the debenture (from £97.0m at the sian of the
yeor to £108.8m at the year end} which deserves explanation.

The debenture is tightly held, ransactions are rare and there is no
market price as such. To estimate its fair value, indicative prices ore
used from such brckers as are able to provide them. Generally, these
prices will be calculated with reference to the prevailing yields on
comparcble matusity gilt yields and an estimate of the appropriate
extra yield required as compensation for the credi: risk and limited
liquidity of the instrument. With litle change 1o these factors during
2011, the estimated foir value of the debenture rose alongside gili
prices.




Equities

On average during the yeor 69% of the parffolio was invested in
equities, Expressed as o percentage of shareholders” funds, the
figure was 90%. The total return for the year was a loss of 5.7%.

The equity investments represent the core of SAINTS' porifolio. Over
the long run, we believe that owning shares in companies with good
fong term growth prospects will see our investment income ond the
capital velue of the portfolio rise, However, these resulls are rarely
delivered smoothly and 2011 was o good example of a year in
which the companies we invested in performed well in operaticnal
terms, delivered subsiantial dividend increases and yet finished the
yeor at lower share prices than they started with.

This is frustrating but understandable in the context of a global
economy sfill challenged by the Iollout from the fineneiel crisis,
Whilst we hope for a swift return 1o strang growth and benign
financicl market conditions, we have fo ackrowledge that the
immedicte environmeni is more difficuli cnd sentiment regarding
valuations and prospects will swing around.

Our main response 1o the febrile behaviour of stockmarkets is to try
and ignore it. Where we believe our investments are sound, we will
generally stick with them believing that, over ime, commercicl
success will be reflected in ¢ rising share price and higher dividend
payments. This opproach manifests ifself in relatively low turnover
and during 201 1 we made few changes to the equity portfolic.

New holdings were taken in Cochlear, Seadiill, AES Tiete and
Elswedy Electric. Cochlear is an Australian listed company that
manufactures hecring devices. It has a commanding share of the
market for that type of medical device which, subject to confinued
investment and innovation on its part, should allow it to enjoy sirong
profits growth. Secdrill owns and leases out drilling plofforms to the
oil industry. High oil prices and depletion of existing resources is
encouraging oil companies to increase exploration budgets and
Seadiill should profit from this. AES Tiete is o Brozilian power
company. Brazil is a dynamic economy with the potential to grow
strongly for many years. This will require ongeing expansion of ifs
power infrastructure which should benefit AES Tiete. Elswedy is an
Egyptian company that manufaciures power cables and other

MANAGERS' REVIEW

electrical equipment. V¥We believe it is a robust business but its share
price has been hit by the turmoil in Egypt and in neighbouring
countries. We hope that purchasing now, whilst not without risk,
will prove ¢ profitoble decision in due course.

We also bought small holdings in a number of Jopanese companies.
These purchases were made in March when share prices plunged
after the terrible earthquoke ond tsunomi. Those two evenis had
significant impact on economic activity in Japan during 2011 but
should not affect the long term prospects of most Japanese
campanies. We felt the share price falls would reverse in time and
therefore took new holdings in a variety of companies.

We seld out of lupus Capilal, a small engineering company ond
Wellskeom, an oil services compony at the start of the year. As the
year progressed, we also disposed of Vicirex (o speciality chemicals
company), Folli Follie (a Greek listed retailer), VWalgreen (the US
pharmacy chain}, Tullow Qil {a UK listed oil explorer] and Schindler
[a Swiss listed manufacturer of lifis). These scles were made for a
variety of reasons encompassing valuation, disappoiniment over
operational perfermance and doubts of how menagement wauld
allocate capital.

These transactions made litle difference to the geographic
distribution of the portfolie. In terms of listing domicile, the largest
portian of the poitfelio was in UK listed stocks which made up
around 35% of the 1oic). The next largest portions were companies
listed in the developing economies {at 21%), North Americe {at 19%)
and Europe |a5 16%).

Compared to our performance benchmaik [which is comprised 50%
UK listed stocks ond 50% overseas listed), this meant we had
underweight positions in the UX and US markets and o large
overweight in Emerging Markets. However, lisled companies
operate in a very open, globalised market place and where they
happen to be listed has litle bearing on leng run results. This is best
illustrated by locking at where our investmenis generate their sales.
These cre estimated figures as disclasure is not olways as full as we
would fike but approximately tworfifths of revenues are generated in
Asia {exJapan| ard ather developing econcmies, cne-third in Europe
{with the UK included in this figure) and onedifth in the United States.
The portlolio is therefore a very global one.

THE SCOTTISH AMERICAN INVESTMENT COMPANY PLC. 9




MANAGERS' REVIEW

Bonds

2011 saw slightly higher turaver in the bend portfolie clthough the
average dllocation {at 14% cf the invesiment porffolio, or 18% of
shareholders' funds) was net much changed on the previous year.
The total refurn was only just positive at 0.6%.

This outcome reflects the nature of our bond investments which are
generally lower rated credit market instruments. We believe this
segment of bond markets offers very attractive returns. With the
banking system in much of the developed world shrinking its balance
sheet, there is & general shorage of capital aveilcble for lending
and yields have been driven up. These high yields also mean the
holdings moke a significant contribution to the revenue account,
However, when market confidence is undermined and economic
prospecls look more dim, such instruments tend to sell off.
Consequently, during 2011 the high income yields on our holdings
were offset by declines in their market price.

The largest holding waos the Athena Debt Cpportunities Fund. This
invests in structured debt instruments such as securitisations and
colleteralised loon obligations. These types of instrument rallied in
the first half of the year, sufficiently so for us to reduce the holding (ot
a profit on our original investmens in 2008). Thereaher, valuations
declined and, for the year as a whale, the helding produced a loss.
Our other credit market invesiments {which at the yearend consisted
of holdings in the Baillie Gifford High Yield Bond Fund, some direct
investments in securitisation issues and ¢ Barcloys Bank capital note)
reflected the general patiern in credit markets.

The one governmenl bond that we hold is an index linked bond
issued by Brozil. The price of this bond rose in local currency terms
but on adverse currency movement meant a capital less in sterling
terms. In total return terms, allowing for the high coupon paid by this
bond, the result was just positive.

Listed investment Funds

SAINTS owns a number of listed investment funds, ofien as
convenient way of getting exposure 1o asset classes other than
equities. Where this is the case, we separate them out from the main
equity portfalio. Currently we own one such forestry fund and
several funds invested in overseas property markets,
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The forestry fund is Cambium Global Timberland. This was
approximately 2% of the total porifclic during 2011, or about 3% of
shareholders’ funds. SAINTS owns 15% of this fund, an investment
we made in March 2007 when Cambium first listed. Our rafionale
at the time was that, in the long run, the return from forestry was
likely to be cttractive and the approximate split in that return between
immedicte income and longer term growth matched up well with
SAINTS' objectives.

Our experience fo date has been disappeinting. Cambium’s porifolio
consists of tracts of timberland in the US, Brozil and Australia and, in
the round, we believe these are valuable, well managed assets.
However, Cambium’s net asset value has fallen since its listing and @
significont discount has opened up between its share price and the
net asset value. We are palient longterm investors who are not
unduly concerned by the periodic emergence of discounts on listed
investment funds. Nonetheless, it is frustraling to report that 2011
saw a further loss from owning Cambium’s shares [the lotal return
wos -1 2.3%) ond our palience is not without limit. We are in regular
contoct with Cambium’s board and managers and have mode it
clear that considerably better returns cre required for us to continue
with this investment.

The listed property funds make up 3% of the porffolic which 1s
approximaiely 4% of shareholder’s funds. These give us exposure to
commercial property markels in Europe, Japan and China cs well as
the praspect of capital gains as their share prices recover from deep
discounts to their asses values. During 2011, and refleciing the more
challenging cenditions in financial markels generally, these struggled
ta produce good retuins. However, a combination of dividend
payments from some of the funds, moves by others to liquidate their
porifolios and return money to shareholders ond a particulory good
performance from one of the funds (Jopan Residential Investment
Company) meant that losses were limited to -0.4%,

Direct Property

The direct investments in UK commercial property are mancged by
OLIM Property limited, o specialist property manager. The total return
for 2011 was 7.9% which compares Io the refurn on the IPD All
Property Index of approximately 8%.




Two new properties were purchased during the year. These were @
car showroom in Newper Pagnell ond @ mixed use office and
leisure property in Sunderland. A small, incremental invesimen: was
also made in the holiday village propesty at New Romney. In total,
these investments amounted to £7.5m and took the valve of the
property portfolio to £39.4m by the year end (opproximately 10%
of the total portfalio).

We believe that commercial property valuations in the UK are
affractive. The economic outlook is undoubredly chellenging, the risk
of tenant defaults is higher than usual ond some parts of the UK
property market may experience stagnant or even falling rents.
However, properly markel valuctions oppear to reflect this difficult
environment and the 8% rental yield on the properties tha: SAINTS
owns is, we feel, more than cdequate compensction for any such
risks.

Outlook

Financial markets hove begun 2012 in an optimistic mood.
Stockmarkets in particular have respanded well 1o the better
economic news from the United States and efforts by the European
Cenlral Bank o supply liquidity to banks and govemments in the
euro areq.

These developments are very welcome but it would be rash fo
extapolate from them and assume that the world economy has
moved on lo a mare stable foofing. Many of the imbalonces that fay
behind the Great Financial Crisis are sill present and our central
expectation is that they will take several years yet to be unwound.
Political decision-makers, their eleciorates, and those setting policy at
central banks will have significant influence over how this process
evolves and much depends on the right decisions being made at the
right time.

Equity valuations, whilst lower than at many points in the last twenty
years, are not obvicusly af distressed levels and corporate profit
margins are already high. Cf caurse, the current level of profitability
may well be sustuinable os the corporate sector seems betier pleced
than households to benefit from technological change and
globalisation. But the curent starting peint does suggest that even i
policy mistakes are avoided the level of equity market returns from
here will be moderate.

MANAGERS' REVIEW

Where we can offer more cheer is on the prospecis for dividend
payments. large swathes of the corporate sector have heclthy
Balance sheets, sirong cash Hows and low payout rotios. We expect
the companies we hold to conlinue raising their dividends through
2012 and beyond. In combination with the high levels of income
paid on the property and bond investments, this should be positive
for SAINTS' revenue account.

Patrick Edwardson
Baillie Gifford & Co
20 February 2012
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PERFORMANCE ATTRIBUTION AND DISTRIBUTION OF PORTFOLIO

Performance Attribution for the year to 31 December 2011

Average allocation  Average allocation Total zeturn Total return

SAINTS Benchmark SAINTS Benchmark

Portfolio breakdown % % % %

Quoted Equities” 8%.8 100.0 {5.7) (5.2]
Quoted Fixed Interest 18.2 0.6
Direct Property 11.0 79
Quoled Equily Forestry invesiments 2.7 i12.3)
Quoted Equily Property Invesiments 338 {0.4)
Unquoled 0.6 3.3
Deposits 1.5 -
Debenture at bock value (27.6) {©.8)

Portfolio Total Return {debenture at book value) (6.5) (5.2)
Other itemst (1.1

Fund Total Return {debenture at book value) [7.6) [5.2)
Adjustment for change In fair value of debenture i4.2)

Fund Total Return (debenture at fair value) (11.8) 15.2)

The above returns are calculated on a tosal returns basis with net income reinvested.
Past performance is not a guide to future performance.,
Scurce: Baillie Gifford & Co.

* Excludes quated equity property ond lorestry invesiments.
T This includes Boillie Gifford and OUM management fees.

Distribution of Portfolio

Asset Allocation as at 31 December 2011 [{2010) Quoted Equities* by Sector as at 31 December 2011 {2010}

* Excludes quoted equily propery and lorestry investments.
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Thirty Largest Holdings

THIRTY LARGEST HOLDINGS AND INVESTMENT CHANGES

201 2011 2010
Value % of Value
Name Clossification Business £'000 total assets £'000
Brazil CPI linked 15/05/2045 Quoted Fixed Interest Beazilian government bond 17,742 47 18,780
Athena Debt Opportunities Fund Quoted Fixed Interest Siructured finonce investment fund 12,758 3.3 22,063
Cambium Global Timberdand Quoted Equity Forestry Investments  Foresiry investment fund 8,250 272 @975
Baillie Gifford Grecter Ching Fund Overseas Quoted Equities Chinese equities investment fund 7.676 20 10,338
Philip Morris International Overseas Quoted Equities Cigarette manufacturer 7,528 20 5,574
Holiday Viliage in New Romney Direct Property Holiday village 7,450 20 6,800
British American Tobacco United Kingdom Guoted Equities  Cigarette manufacturer 6,740 1.8 7,459
Baillie Gifford High Yield Band Fund Quoted Fixed Interest High yield bond fund 6,642 1.8 13,545
BHP Billion United Kingdom Quoted Equities  Mining 6,344 1.7 6,735
Rio Tinto United Kingdom Quoted Equities  Mining 5,875 1.5 7,089
Taiwan Semiconducior Manufacturing Overseas Quoted Equities Semiconduetor manufacturer 5,870 1.5 5,669
Deere Overseas Quoted Equities Farm and construction machinery 5,764 1.5 6,142
Royal Duich Shell United Kingdom Guoted Equities  Integrated oil company 5,643 1.5 4,865
Penn VWes! Energy Trust Overseas Quoted Equities Qil exploration and production 5,472 1.4 6,584
Samsung Electronics Overseas Quoted Equities Electronic devices 5,096 1.3 5,032
Jopan Residential Investment Company ~ Quoted Equily Property Investments  Jopanese residential property fund 5,063 1.3 4,172
Nursing home in Kenilworth Direct Froperty Nursing hame 4,950 1.3 5,200
DBS Overseas Quoted Equities Bonking 4,931 1.3 6,158
Amlin United Kingdom Quoted Equities  Property and cosually insurance 4,386 1.3 2,307
Canon Overseas Guoted Equities Imaging devices 4,791 1.3 4,907
Scotish & Southern Energy United Kingdom Quoted Equities  Electricity utility 4,644 1.2 3,185
Jeronimo Martins Overseos GQuated Equilies Food retailer 4,552 1.2 4,169
Doric Nimrod Air Two United Kingdom Guoted Equities  Aircraft leasing 4,480 1.2 -
Vodaofone United Kingdom Quoted tquities  Mobile telecommunication services 4372 [ 4,052
Altrio Overseas Quoted Equities Cigorette manufactuer 4,277 1.1 3,523
Office and leisure property in Sunderdand  Direct Property CFice and leisure property 4,250 1.1 -

International Oil and Gas Qil and gos private equity
Technology Fund United Kingdom Quoted Equities investment fund 4,070 1.1 -
Catco United Kingdom Quoted Equities ~ Catostrophe re-insurance 3,793 1.0 -
Atlas Copco Overseos Quoted Equities Engineering 3,734 1.0 8,061
Vale Overseas Guoled Equities Mining 3,726 1.0 5,428
181,369 47.7 187,812

Investment Changes

Valuation at Net aquisitions/ Appreciation/ Valvation at
31 Dec 2010 (disposals} {depreciafion) 21 Dec 2011
£000 £000 £0C0 £'000
United Kingdom Quoted Equities® 102,877 4,688 [7.114) 100,451
Overseas Quoted Equities* 190,019 1,811 {19,847) 171,983
Total Guoted Equities* 207 896 6,499 (26,961} 272 434
Direct Property 31,950 7.53¢6 (86} 39,400
Quated Equity Property Investments 12,313 - {613 11,700
Quoted Equity Forestry Investments Q975 - {1,725 8,250
Quoted Fixed Interest 54,219 {15,054) (2,394} 46,771
Unquoted 1,836 - 14 1,850
Totak Investments 413,189 1,019} (31,765) 380,405
Net Liquid Assets 5,080 (3,479) [840) 761
Total Assets 418,269 4,498) (32,605) 381,166

The figures cbove for total assets ore made up of toicl net assets before deduction of the debenture.
* Excludes quoted equily properly and forestry investments.
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CLASSIFICATION OF INVESTMENTS

2011 2010

UK Overseas Total Total
Classification % % % %
Quaoted Equities*
QOil ord gos preducers 3.1 4.6 7.7 8.3
Cil eguipment, services and distribution 0.¢ 0.9 1.8 2.5
Oil and Gas 4.0 5.5 2.5 10.8
Chemicals - 0.4 0.4 1.0
Mining 3.2 1.4 4.6 5.2
Basic Materials 3.2 1.8 5.0 6.2
General industrials 0.5 0.6 1.1 c.7
Elecironic and electrical equipment - 1.3 1.3 1.2
Industial engineering - 2.5 2.5 4.4
Industrial ransportation - 1.6 1.6 1.8
Support services 0.6 0.8 1.4 1.6
tndustrials 1.1 6.8 7.9 9.7
Automobiles and parts - 0.5 0.5 0.6
Food producers - 0e 09 0.8
Leisure goods - 0.3 03 0.5
Personal goods - 0.6 0.6 0.6
Tobacco 2.8 31 59 4.8
Consumer Goods 28 5.4 8.2 7.3
Heclth care equipment and services - 0.7 07 29
Pharmaceuticals and biotechnology 0.9 2.5 3.4 -
Health Care 0% 3.2 4.1 2.9
Food and drug retailers 0.6 2.6 3.2 37
General retoilers - 1.5 1.5 1.7
Medic 0.5 - 0.5 0.5
Consumer Services 1.1 4.1 5.2 5.9
Mabile telecommunications 1.1 1.2 2.3 1.7
Telecommunications A 1.2 2.3 1.7
Electicity 1.2 0.4 1.6 0.8
Gas, water and multi-utilities 08 - .8 0.6
Utilities 2.0 0.4 2.4 1.4
Banks 0.9 3.8 4.7 6.5
Nonlife insurance 1.6 .4 2.0 1.1
Life insurance C.8 - 0.8 1.0
Red! estote 0.7 - 0.7 0.8
Financial services 0.2 2.5 27 3.4
Equity investment instruments 59 2.0 79 3.8
Finoncials 10.1 8.7 18.8 16.6
Software crid computer services - 5.1 5.1 4.8
Technology hardware ond equipment - 29 29 2.7
Technology - 8.0 8.0 7.5
Total Quoted Equities* 26.3 45.1 714
Total Quoted Eguities ~ 2010* 24.6 45.4 700
Direct Property 10.4 - 10.4 7.7
Quoted Equity Property Investmenis 1.7 1.3 30 2.9
Quoted Equity Forestry Invesimens 2.2 - 22 2.4
Quoted Fixed Interest 2.9 9.4 12,3 15.4
Unguoted - 0.5 0.5 0.4
Net Liquid Assets 6.9 [6.7) 0.2 1.2
Total Assets 50.4 49.6 100.0
Total Assets - 2010 45.5 34.5 100.0
Debenture {22.8) - (22.8) {20.9)
Equity Shareholders’ Funds 27.6 49.6 77.2
Equity Shorehalders’ Funds — 2010 24.6 54.5 79.1
Number of equity investments 36 68 104 102

* Excludes qualed equity praperty and forestry investments.
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LIST OF INVESTMENTS AT 31 DECEMBER 2011

Value
Classification Name £'000 %
United Kingdom Guoted Equities*
Oil and ges producers BG Group 3,221
BP 2,892
Royal Dutch Shell 5,643
11,756 3.1
Qil equipment, services and distribution Amec 1,767
Wood Group 1,52)
3,288 0.9
Mining BHP Billiton 6,344
Rio Tinto 5,875
12,219 32
General industrials Rexom 2,048 0.5
Support services Caopila 1,579
Hays 891
2,470 0.6
Tobacca British American Tobacco 6,740
Imperial Tobacco 3.653
10,393 2.8
Pharmeceuticals and biotechnology GlaxoSmithKline 3,619 0.9
Food and drug relailers Tesco 2,453 0.6
Media Reed Elsevier 1,871 0.5
Mobile telecommunications Vodafone 4,372 1.1
Electricity Scottish & Southern Enesgy 4,644 1.2
Gas, woter and multitilities National Grid 3,058 0.8
Banks HSBC 3,404 0.9
Nonlife insurance Amfin 4,886
Hiscox 1,121
6,007 1.6
Lite insurance Aviva 3,092 Q.8
Real estate Terra Calalyst Fund 2,706 07
Finoncial services Man Group 952 0.2
Equity investment instruments Aberforth Geared Income Trust 2,196
tBlackrock Latin American 1,287
Coico 3,793
Damille Investments 761
Deric Nimrod Air Two 4,480
Ecofin Water and Power Opporturites 3,672
International Oil and Gos Technology Fund 4,070
Level E Maya Fund 1,840
22,099 3.9
Total United Kingdom Quoted Equities* 100,451 26.2

* Excludes quoted equity property and forestry investments

T Comprises o holding in o convertible security.
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LIST OF INVESTMENTS AT 31 DECEMBER 2011
Value
Classification Name £'000 %
Overseas Quoted Equities®
Oil end gos producers Gazprom 2,669
Lukeil 1,897
OCGX Petroleo 751
Penn West Energy Trust 5,472
Petrobras 3,340
Total 3,458
17,587 4.6
Qil equipment, services and distribution Seodsill 3,433 0.9
Chemicals Monsanto 1,420 0.4
Mining Vale 3,726
Impala Platinum 1,382
5,108 1.4
General industrials Mitsui 1,001
Sumitomo 1,046
2,047 0.6
Electronic and electrical equipment Canon 4,791
Elswedy Electric 18
4,809 1.3
Industricl engineering Allas Copeo 3.734
Deere 5,764
9,498 2.5
Industrial ransporafion Sichuon Expressway 1,107
United Parcel Service 2,590
Zhejiang Expressway 2,113
5,810 1.6
Suppoit services Brambles 2,452
Meitec Q31
3,383 c.8
Automobiles and parts Hero Motocorp 2,015 0.5
Food producers MNestlé 3,497 0.9
Leisure goods Nintendo 1,268 0.3
Perscnal goods L'Oréal 2,380 0.6
Tobacco Aliria 4,277
Philip Marris International 7,528
11,805 3.1
Health care equipment and services Cochlear 2,637 07
Pharmaceusicals and bistechnalogy Johnson and johnson 2,784
MNovozymes 1,897
Roche Holdings 3,095
Teva Pharmaceuticals 1,801
" 9,577 2.5
Food and diug retailers Jeronimo Merlins 4,552
Massmart 1,980
McDonald's 3,548
10,080 2.6
* Excludes quoted equity property and forestry invesiments.
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LIST OF INVESTMENTS AT 31 DECEMBER 2011
Value
Classification Name £'000 %
Overseas Quoted Equities cont.*
General resgilers Amazon.com 1,337
eBay 1,541
Walmex 2,652
T 5530 1.5
Mebile telecommunications Ching Maobile 3,045
Hikari Tsushin 1,363
4,408 1.2
Electricity AES Tiele 1,669 0.4
Banks 0BS 4,931
liau Unibanco 1,615
New York Community Bank 3.611
Stendord Bank Group 1,995
Svenska Handelsbanken 2,781
14,933 38
Nonlife insurance Progressive 1,367 0.4
Financial services BMAF Bovespa 2,340
Hong Keng Exchanges and Clearing 1,523
Moody's 1,937
Pariners Group 3,722
9,522 2.5
Equity investment instruments Baillie Gifford Greater China Fund 7,676
Vision Opportunites China Fund 103
T 7,779 2.0
Software and computer services Baidu.com 2,712
Exact 1,716
Google 1,662
Inspur Intesaational 245
Microsoft 2,272
SAP 3,204
Solera Holdings 1,829
Taiwon Semiconductor Manufaciuring 5,870
19,510 5.1
Technalogy hardware end equipment Asustek Computer Q54
Hitachi High-Fechnalogies 1,257
linear Technclogy 3,244
Rohm 360
Semsung Electronics 5,006
10,911 29
Total Overseas Quoted Equities* 171,983 451
Total Guoted Equities* 272,434 71.4
Direct Property
Direct property See loble overect 39,400 10.4
*Excludes quoted property and forestry investmenis,
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LIST OF INVESTMENTS AND PROPERTY PORTFOLIO AS AT 31 DECEMBER 2011

Value
Classification Name £'000 %
Quoted Equity Property Investments
Fukuoka REIT 2,968
# tlnvisto Curopean Real Estate Trust 835
lapan Residential tnvesiment Company 5,063
Tomar European Industriol Fund 885
Treasury China Trust 1,949
Total Quoted Equity Property Investments 11,700 3.0
Quoted Equity Foresiry Investments
Cambium Global Timberland 8,250 2.2
Quated Fixed Interest
Sterling denominated Baillie Gifford High Yield Bond Fund 6,642
Barclays Bank 14% 2019 3,362
CQ5 Rig Finance Fund 'C' 782
—_io786 29
Euro denominated Fleet Streat 2 FRNs 2017 3,053
Semper Finance FRN SLP 2015 2,432
5485 1.4
US dallar dencminated Athena Debt Cpportunities Fund 12,758 3.3
Brazilian real denominated Brazil CPI Linked 15/05/2045 17,742 4.7
Total Quoted Fixed Interest 46,77 12.3
Unquoted 1,850 0.5
Net Liquid Assets 761 0.2
Tetal Assets 381,146 100.00
#Includes o holding in warrants.
1 Includes o holding in preference shores.
Property Portfolio
2011 2011 2010
Value % of Value
Location Type Tenant £'000  tofal assets £°000
Dundes Public House 1 D Wetherspoon Ple 1,000 0.2 1,050
Dunfermline Shop W H Smith Relail Holdings Utd 2,200 0.6 2,300
Eciley Public House Spirit Pub Company {Managed) Limited 2,700 0.7 2,800
Kenibaorth Nursing Home Care UK Community Partnership Limited 4,950 1.3 5,200
Market Deeping Warehouse Metalax ple 1,000 0.3 Q00
Newpor Pognefl Car showroom Reg Vordy [Property Managment] Limited 3,100 08 -
New Romney Heoliday Villoge Park Resorrs Lid 7,450 20 6,800
Oban Shop VW H Smith Retail Holdings Lid 1,550 0.4 1,600
Otford Public House Spirit Pub Compeny (Menaged) Limited 1,800 0.5 1,900
Perth Bank Bank of Scotland 2,600 Q.7 2,650
Portsmouth Public House 1 D Wetherspoon Plc 2,150 0.6 2,200
Reading Restauront Bella ltolic Restaurants lid 1,150 0.3 1,150
Redditch Woarehouse Metalrax ple 1,200 0.3 1,150
Sunderlond Office and Leisure Various 4,250 1.1 -
Torquay Public House Mirchells & Butler Relail lid 1,100 0.3 1,100
Winchester Public House Fuller Smith & Turner Plc 1,200 0.3 1,150
39,400 10.4 31,950
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TEN YEAR RECORD

Capital

Debenture MNet asset Met asset Premium/ Premium/

Total stocks  Shareholders’ value per value per Share {discount) T {discount} T

At assets and loans funds share {book} * share {fair} * price {book} {air}
31 December £'000 £000 £°000 p p P % %
2001 422,850 Q0,274 332,576 225.7 - 192.3 {14.8) -
2002 312,634 80,767 222,867 161.9 - 1328 (18.0) -
2003 340,546 89,260 251,286 185.8 181.¢ 149.3 (19.6) (17.9)
20044 361,691 89,760 27193 205.3 1971 167.5 {18.4) 150
2005 426,021 89,430 336,591 254.1 241.2 2188 {13.9) 2.3)
2006 462,673 89,079 373,594 282.0 272.6 241.3 [14.4) [11.5)
2007 460,094 88,708 371,386 280.3 2727 240.0 {14.4) (12.0)
2008 289,087 88,312 200,775 151.5 145.3 130.5 (13.9) 110.2)
2009 365,067 87,892 277,175 200.2 206.0 181.0 (13.5) nz.1
2330 418,269 87,446 330,823 2497 2425 245.5 {1.7) 1.2
20m 381,166 - 86,972 294,194 2217 205.3 208.5 {6.0) 1.6

Net asset value per ordinary share has been colculoted after deducting 1he debenture ot either book value or foir value.
t  Premium/|discount] is the difference between SAINTS' quoted share price and its underlying net assel value at either boak valve or fair volue.

Revenue Gearing Ratios
Earnings
Available er Dividend

Gross for ordinary ordinzry per ordinary Expen.r:e Actual Potential
Year to revenue shareholders share# share {net) ratio} gearing gearing§
31 December £000 £°000 P P %
2001 12,551 8,337 5.46 5.57 0.20 100 127
20072 12,075 78932 5.64 3.61 0.23 99 140
2003 11,412 7.213 5.82 5.65 0.13 103 136
20044 13,707 8,379 6.30 6.00 0.96 106 133
2005 13,986 9,000 6.80 6.53 0.80 110 127
2006 15,326 10,002 /.55 7.40 0.78 105 124
2007 17,751 11,345 8.56 8.25 0.80 105 124
2008 20,901 13,905 10.50 8.80 0.84 100 144
2009 17,194 11,989 Q.05 Q.05 1.02 o7 132
2010 16,379 11,271 8.51 Q.25 0.90 Qb6 126
20n 17,316 12,346 9.32 9.45 0.89 99 130

#  The calculation of earmings per ordinary share is based on the revenue column of the return on ordinary activities after taxation in the Income Statement and the
weighted averoge number of ordinary shares in issue.

$  Rolio of iotal operating costs to overage shareholders’ funds.

T Totol ossets fincluding all debt used for investment purposes) less cash, fixed interest securities jex convertibles) and property divided by shareholders’ funds.

§  Torol assets lincluding ol debt used for investment purposes) divided by shareholders’ funds.

Cumulative Performance (taking 2001 as 100)

Net asset Nat asset Share Benchmark Earnings Dividends Retail
At valve per value Share price total total  per ordinary  per ordinary price
31 December share total return price refurn Benchmark return share share [net] index
2001 100 100 100 100 100 100 100 100 10G
2002 72 74 6@ 72 74 76 103 101 103
2003 82 a8 78 84 86 @1 107 101 106
20044 @1 101 87 98 33 102 115 108 110
2005 113 128 114 133 1z 125 125 117 12
2006 125 145 125 151 123 142 138 133 117
2007 124 148 125 155 127 151 157 148 122
2008 &7 83 68 89 Q1 12 192 158 123
2009 93 121 Q4 130 110 140 166 162 126
2010 111 151 128 185 124 162 156 166 132
201 98 140 108 164 114 154 171 170 138
Compound annual returas
5 yeor {4.7%) {0.7%) [2.9%} 1.7% {1.5%) 1.6% 4.4% 5.0% 3.4%
10 year {0.2%) 3.4% 0.8% 5.1% 1.3% 4.4% 5.5% 5.4% 3.3%

Baillie Gifford 8 Co was appointed as lnvestment Managers and Secretories of the Company with effect from 1 January 2004, On the same dote the Company also
changed ils benchmark from &5% FTSE AllShare Index and 35% FTSE Waerld Ex UK Index to 70% FTSE All-Shore Index and 30% FTSE World Ex UK Index. With effect
from 1 anuary 2009, the Company’s benchark become 50% FTSE AlkShare Index and 50% FTSE AllWaorld ex UK Index. Far the purpases of the above tables the returns
on these berchmarks for their respective periods have been linked 1o form a single benchmark.

~  The figures prior to 2004 have not been restated for the changes in accounting policies implemented in 2005,

Past performance is not a guide 1o futwre performance.
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DIRECTORS' REPORT

Directors’ Report

The Directors have pleasure in submiring their Annual Report
together with the resulis of the Company for the vear to 31
December 2011,

Business Review

Business and Status
The Compeny is an invesimeni company within the meaning of
section 833 of the Companies Act 2006.

The Company carries on business as an investmen: trust, It was
opproved by HM Revenue & Customs as an invesiment trust under
section 1158 of the Corporatian Tax Act 2Q10 for the year ended
31 December 2010, subject to any matters that moy arise from any
subsequent enquiry by HM Revenue & Cusloms into the Company's
tax return. In the opinion of the Directors the Company has
subsequently conducted s affairs so os 1o enable it 1o continue o
seek such approval each year,

Obijective and Policy
SAINTS' objective is 1 increase capital and grow income in order
to deliver real dividend growih.

SAINTS' policy is to invest flexibly and actively across o brocd
range of assets and markets. Listed equities, both UK and overseas,
form the largest part of the porffolio. tnvestments are also made in
bonds, property and other asset classes.

The Board believes that o flexible approach to investment is
importani. As market voluations aeross and within different asset
classes vary over lime, the ability 1o odjust asset allocation and
portfalio positioning in respanse fo these varictions is impertant,
There are no pre-defined maximum or minimum exposure levels for
asset classes, seclors or regions.

The Board also believes that a medium to long term approach is
likely 1o lead 1o the best investment reiurns, SAINTS' performance in
any one year is likely to differ fram that of its benchmark index,
sometimes by o significant amouns. Financial markets are volatile,
particularly over short fime periods, but the Manager is encouraged
to view such volaiilitly as giving rise to investment opportunities rather
than as a risk to be avoided.
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In order to achieve real growth in the dividend, the income
generated from SAINTS' assets needs to grow over the medium ‘o
longer term ai o faster rate than inflation. Consequently, the focus of
she portfolio is on listed equities. Investments are regularly considered
end made in a bread range of other osset types and markets.
Derivative and structured instruments may also be used with prior
Board approval, either 1o hedge an existing investment or o currency
exposure of to exploit an investment opportunity,

The equity porffolic consists of shares listed beth in the UK and in
overseas markets. The porifelio is diversified across o range of
holdings with litle regard paid to the weighting of individual
campanies in the compoesite benchmark index. The number of
individual companies will vary over time and the portfolio is
mancged on a global basis rather than as a series of regional
subrporfolios,

Investments are made in markets ather than listed equity markets
when prospective returns appear to be superior 1o those from equity
markets or are considered likely to exceed SAINTS' borrowing costs.
The list of these other invesiments will vary fom time io time as
opportunities cre identified but include invesimen: grade bonds, high
yield bonds, property, foresiry, privale equity and other osset types.

As an investment trust, SAINTS is able to borrow money and does
so when the Board and Managers have sufficient conviction that the
assets funded by borrowed monies will generate a return in excess
of the cost of borrowing. Whenever long term borrowings cannot be
fully invested in such manner, the borrowed funds cre used o
purchase a diversified portfolio of similar maturity bonds tc the
borrawings. This has the effect of hedging out much cf the interest
rate risk and removing the mismatch between borrowing costs and
associated investment returns. Gearing levels are discussed by the
Board and Managers at every Board meeling and menitored
between meetings. The Board will not take out additional
borrowings if this takes the level of elfective georing beyond 130%.




The slorting position for investment of shoreholder funds is 100%
exposure lo equity markets. The allocation 1o equity markets at any
paint in time will ieflect the Board’s and Managers' views on
prospective reums from equities and the full range of dlternative
investment opportunities but, in broad terms, SAINTS will gear up
through the use of borowings if equiny markets look undervalued
and will hold cash or invest in non-equity assets when equity markets
look overvalued.

The exposure to listed equities is sef within o range of 75% to 125%
of shareholders” funds in normal circumsiances. The number of
individual equities held will vary over fime but, in order to diversify
sisk, will typically be in ¢ renge between 50 and 100,

The Board moniters the aggregate exposure to any one entity across
the whole investment portfolio, The maximum exposure af time of
investment to any one entity is 15% of total assets. The Board is
notified in advance of any transaction that would take an individual
equity holding above 5% of shareholders’ funds. SAINTS does from
time to time invest in other UK listed investment companies. The
maximum permitted investment in such companies is 15% of gross
assels.

A detoiled anclysis of the Company’s investment portfolio is set out
on pages 12 fo 18.

Board Oversight

When assessing the performance of the Company and the
Managers, the Board leoks ot dividend growth and at net asset
value total returns relative to the benchmark tetal return. The Board
believes it is appropriate to make this assessment over o medium to
long term imeframe, at least three io five years, in accotdance with
the medium o long term cpproach taken to investment,

The Board monitors closely the octivities of the Manaogers, the
composition of the investment portfolia and the level of gearing to
ensure these exposures are identified and 1o judge whether or not
prospective invesiment returns are commensurate with the nature and
size of these exposures.

The Board sets a number of guidelines and places limits and
restrictions on the Managers in order fo minimise the risk of
permarnent loss of capital. Within these constraints, the Board
encourages the Managers io maximise long lerm capital and
income growth rather than minimise short term volatifity in the capital
volue of the investment porffolic. The main source of both long term
retun and short term valatility in the SAINTS' portfolio s likely to be
the invesiments in listed equities.

The Board also monitors SAINTS' revenue position and receives
regulor estimates from the Managers of likely income growth. The
level of dividend in any one year is set after assessing the income
generated by the portfolio in that year, the level of revenue reserves
and long term rends in income.
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Discount/Premivm

The Boord has powers to buy back its own shares at a discount to
net assel value and to hold such shares in freasury as well as 1o issue
new shares and re-issue trecsury shares at @ premium to net asset
value.

The company issues shares at such fimes as the premium indicates
that demand is not being met by natural liquidity in the marker.

Buy-back powers have been used in the past in circumstances when
large lines of stock cannot be cbsorbed by the market. The discount
of prermium, in absolute terms and relative to other similar invesiment
trust companies, and the composition of the share register is
discussed at every Board meeting. While there is no discount target
the Board is aware that discount volatility is unwelcome 1o mony
shareholders and that share price performance is the measure used
by mest investors. The Board oversees the Managers’ markeiing
programme which is designed 1o stimulate demand for the
Company's shares, provide effective communication fo existing cnd
potential shareholders and maintain the profile of the Company.

During the year the Company issued 190,000 ordinary shares,
raising £405,000, and no shares were bought back.

Performance

Al each Boord meeting, the Directors consider a number of
performance measures o assess the Company’s success in achieving
its objectives.

The key performance indicators [KPls} used to mecsure the progress
and performance of the Company over time are established industry
measures and are as follows:

* the movemenl in net asset value per ordinary share (ofter
deducting debentures ot fair value) compared to the benchmark;

+ the movement in the share price;

¢ the premium/discount [after deducting debentures at fair value);
¢ the tolal expense ratio;

* earmnings per share; ond

* dividend per share.

A historical record of these measures is shown on pages 2, 3 and

19

In cddition 1o the cbove, the Boord considers peer group
comparative performance.

Results

The net asset value per share fell 15.3%, compared fo a fall in the
benchmark of 8.0%, dividends increased by 2.2% to 9.45p per
share and the Company's share price premium increased from 1.2%
to 1.6%.

Dividends

The Board recommends a fincl dividend of 2.40p per ordinary
shore which, together with the interim dividends already paid,
makes a fotal of 9.45p for the year.
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If cpproved, the recommended finat dividend an the ordinary shares
will be paid on 13 April 2012 to sharehclders on the register ! the
close of business on & March 2012, The exdividend date is

7 March 2012, The Company's Registrar offers a Dividend
Reinvestment Plan (see page 52) and the final date for the receipt of
elections for reinvestment of this dividend is 21 March 2012,

Review of the Year and Future Trends
A review of the year and the invesment ouflock is contained in the
Chairman’s Statement and the Managers' Review.

Principal Risks and Uncertainties

The Compaony's assets consist mainly of listed securities and its
principa! risks are therefore market related and include markes risk
{comprising currency risk, interest rate risk and other price risk],
fiquidity risk anet credil risk. An explanation of those risks and how
they cre managed is contoined in nate 18 to the financial statements
on poges 44 1o 48,

Other risks faced by the Compaony include the following:

Regulatory Risk - failure to comply with applicable legal and
regulctory requirements could lead 1o suspension of the Company's
Stock Exchange listing, financicl pencliies or a qualified audit
report. Breach of section 1158 of the Corporation Tax Act 2010
could lead to the Company being subject to tax on capiial gains.
The Managers monitor investment movements and the level of
forecast income and expenditure to ensure the provisions of section
1158 are not breached. Baillie Gifford’s Heads of Business Risk &
Infernal Audit and Regulatory Risk provide regular reports to the Audit
Commitiee on Baillie Gitford's monitoring programmes.

Moijor regulatory change could impose unnecessary compliance
burdens on the Company or threaten the viability of the investment
company structure. In such circumstances representation is made fo
ensure that the special circumsiances of investment trusts are recognised.

Operational/Financial Risk - failure of the Managers’ accounting
systems or thase of other third party service providers could lead 1o
on inability to provide cccurote reporting and monitoring or a
misappropriction of assefs. The Manogers have a comprehensive
business continuity plan which lfacilitates continued operation of the
business in the event of g service disruption or major disaster. The
Board reviews the Managers’ Report on Internal Contrals and the
reports by other key third party providers are reviewed by the
Mancgers on behalf of the Board.

Premium/Discount Volatility - the premium/discount at which the
Company's shares irade can change. The Board monitors the level
of premium/discount and the Company has authority to issue new
shares and to buy back iis exisling shares.

Gearing Risk — the Company may borrow money for investment
purpases. If the investments fall in value, any borrowings will magnify
the extent of this loss. If borowing facilifies are not renewed, the
Company may have 1o sell investments 1o repay borrowings.

All borrowings require the prior opproval of the Board and gearing
levels are discussed by the Board and Managers at every meeting.
The majerity of the Company's invesiments are in quoted securities
that are readily reclisable.
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Employees
The Company has no employees. The executive respensibility for
investmen: management has been delegoted to Baillie Gifford & Co.

Social and Community lssues

As an investment trust, the Company has no direct social or
community responsibilities. The Company however believes that it is
in shareholders’ interests to consider environmenial, social and
governance factors when selecting and retaining investments. Details
of the Company's policy on sociclly responsible investment can be
tound under Corporate Governance and Stewardship on poge 25.

Corporate Governance

Compliance

The Board is committed 1o achieving and demonstrating high
standards of Carporate Governance, This statement outlines how the
principles of the June 2010 UK Corporate Governance Code

{the "Code”), which can be found ef www.frc.org.uk, were applied
throughout the financial year. The Baard corfirms the Company has
complied throughout the year under review with the relevant
provisions of the Code.

The Asscciction of Investment Companies has published its own
Code of Corporate Governance which provides a framework of
best practice for invesiment companies which can be found ot
www.thegic.co.uk. The Board is of the opinion that thet the
Company has complied with the recommendations of the AIC Code.

The Board

The Boord has overall respansibility for the Company's affairs. It has
a number of matters reserved for its approval including strategy,
investment policy, currency hedging, gearing, freasury malters,
dividend and corporate governance policy. A separale meefing
devoted to strategy is held each year. The Board also reviews the
financiol stolements, invesiment transactions, revenue budgets and
performance. Full and timely information is provided to the Board 1o
enable the Board to function effectively and to allow Directors ta
dischorge their responsibilities,

The Board currently comprises seven Directors all of whom cre
nonexecutive. The Chairman is responsible for organising the
business of the Board, ensuring its effectiveness and setting its
agenda. The executive respensibility for investment management has
been delegated 1o the Company’s Managers and Secretaries, Baillie
Gifford & Co, and, in the context of a Board comprised entirely of
norrexecutive Directors, there is no chief executive officer. The senior
independent director is David Price,

The Directors believe that the Board has o balance of skills and
experience which encbles it to provide effective strategic leadership
and proper governance of the Company. Information cbout the
Directors, including their relevant experience, can be found on

page 6.

There is an agreed procedure for Directors to seek independent
professional advice if necessary and at the Company's expense.




Terms of Appaintment

Letters which specily the terms of appointment cre issued 1o new
Directors. The letters of appointment are available for inspection on
request,

A Director appointed during the yeor is required to refire and seek
election by shareholders ot the next Annual General Meeting. The
Beard has agreed to go beyond the minimum requirements of the
Code and all of the Directors will refire at each Annual General
Meeting and, it appropricte, offer themselves for re-election.

Independence of Directors

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

Sir Brian Ivory, David Price and lord Kerr of Kinlochard have served
on the Board {or more than nine years, although there has only been
a relatienship with the Managers for eight years as Baillie Gifford
were appeinted in 2004, Mr Price is not offering himself for
reelection af the Annual General Meeting. The Directors recognise
the imperiance of succession planning for company boards and
review the Board composition annually. However the Board is of the
view that length of service will net necessarily compromise the
independence or contribution of Directors of an investment frust
company, where conlinuity and experience can be o benefit to the
Board. The Board cancurs with the view expressed in the AIC Code
that long-serving Direciors should not be prevented from being
considered independent. Following a formal performance
evaluation, the Board has concluded that, notwithstanding their
fength of service Sir Brian lvory, David Price and lord Kerr of
Kinfochard remain independent. Their actions and decisions have
confirmed their independence and the Direciors believe their length
of service has been o benefit to the Board.

Meetings

There is an annual cycle of Board meetings which is designed o
address, in a systematic way, overall strategy, review of investment
policy, invesiment performance, marketing, revenue budgets,
dividend policy and communicetion with shareholders. The Bocrd
considers that it meets sufficiently regulorly 1o discharge its duties
effectively. The following table shaws the attendance record for the
Board and Commitiee meetings held during the year. All Directors
attended the Annual General Meeting.

Directors’ Attendance at Meetings

Audit
Board Committee

Nomination

Name Committee

Number of meetings 6 1

Sir Brian hory

The Rt Han Sir Menzies Campbell
Eric Hagman

Lord Kerr of Kinlochard

Rachel Lomax

Peter Moon

David Price

NN R RN NN N

1
1
|
1
1
1
1
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Nomination Committee

The Nomination Committee consists of the whole 8oard and the
Chairman of the Board is Chairman of the Committee. The
Commitiee meets on an annucl basis and a: such ather fimes as may
be required. The Committee has written terms of reference which
include reviewing the Bocrd, Board appraisal, succession planning,
fraining and identifying and nominating new candidates for
appeintment to the Board. While the Board recognises the benefits
of gender diversity, the priority in appointing new ditectors 1o the
Board is 1o identily the candidate with the best range of skills and
experience to complement existing Directors. The Commitiee also
considers whether Directors should be recommended for reelection
by shareholders. The Commitiee is responsible for considering
Direclors’ potential conllicts of interest and for making
recommendctions 1o the Board on whether or nat the potential
conflicts should be authorised. The Commitiee’s terms of reference
ore available on request from the Company and fram the SAINTS!
page on the Managers’ website www.saints-it.com.

Performance Evaluation

An oppraisal of the Chairman, each Director and a performance
evalugtion and review of the Board as a whole and its Committees
was carried out during the year. The Chairman and each Director
completed a performance evaluation questionnaire end each
Direcior had an interview with the Chairman. The appraisal of the
Chairman was led by David Frice. The eppraisals ond evaluations
consicered, amongst other criteria, the balance of skills of the Beard,
trzining and development requirements, the centribution of individual
Directors and the overall effectiveness of the Board and its
Committees. Following this process it was concluded shat the
performance of sach Director, the Chairman, the Board and s
Committees continues to be effeciive and each Director and the
Chairman remains commitied o the Company. A review of the
Chairman'’s and other Directors’ commitments was carried out and
the Nomination Commities is satisfied that they are capable of
devoting sufficient fime to the Company. There were no significant
changes to the Chairman’s other commitments during the year.

Induction and Training

New Directors are provided with an induction programme which is
tailored to the particular circumstances of the appointee. Regular
briefings are provided on changes in regulotory requirements that
could affect the Company ond the Directars. Directors receive other
relevant koining as necessary.

Remuneration

As dll the Directors are non-executive, there is no requirement for a
separate Remuneration Committee. Direclors’ fees are considered by
the Board as @ whole within the limits oppreved by shareholders.
The Company's policy on remuneration is sel out in the Directors’
Remuneration Report on pages 28 ond 29.
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internal Controls and Risk Management

The Directors acknowledge their respensibility for the Company's risk
managment and internal contiol systems and for reviewing their
sffectiveness. The systems are designed o manage rather than
eliminate the risk of failure to achieve business objectives and can
only provide reasonable and not absclute essurance ogainst
material misstatement or loss.

The Board conlirms that there is a process for identifying, evaluating
and menaging the significant risks faced by the Company in
accordance with the guidance ‘Internal Control: Revised Guidance
for Directors on the Combined Code'.

The Direciors confirm that they have reviewed the effecliveness of the
Company's risk management and interna! control systems ond they
have procedures in place to review their effectiveness on a regular
basis. No significant weaknesses were identiied in the year under
review,

The practical measures 1o ensure complionce with regulation and
company law, and io provide effective and efficient operctions and
investment management, have been delegated to the Managers and
Secretaries, Baillie Gifford & Co, under the terms of the
Monogement Agreement. The proctical measures in relation to the
design, implementaiion and maintenance of control policies and
procedures to safeguard the assets of the Company and io manage
its cffairs properly, including the maintenance of effeciive operational
and compliance contrels and risk management have also been
delegated to Baillie Gifford & Co. The Boord ccknowledges iis
respansibilities to supervise and contro! the discharge by the
Managers and Secrefaries of their obligations,

The Baillie Gifford & Co Heads of Business Risk & Internal Audit and
Regulatory Risk provide the Audit Commiitee with regular reports en
Baillie Gifford & Ca's manitoring programmes. The reporting
procedures for these departments are defined and formalised within
a service level agreement. Baillie Gifford & Co conducts an annual
review of its system of internal cantrols which is documented within
an internal contrals report which complies with Technicol Release
AAF 01 /06 — Assurance Reperls on Internal Contrels of Service
Organisations made available to Third Parties. This report is
independently reviewed by Boillie Gifford & Co's auditors and @
copy is submitted 1o the Audit Commitiee.

The Campany's invesiments are segregated from those of Baillie
Gilford & Co end iis other clients through the appointment of The
Bank of New York Mellon as independent custodicn of the
Company's invesiments. The custodian prepares a report on il
internal controls which is independently reviewed by KPMG Audit Plc,

A detailed risk map is prepared which identifies the significent risks
faced by the Company and the key controls employed to manage
these risks.

These procedures ensure that consideration is given regulery to the
nature and extent of the risks facing the Company and that they are
being acfively monitored. Where changes in risk have been
identified during the year they also provide o mechanism to assess
whether further action is required 1o manage the risks identified. The
Board confirms Ihat these procedures hove been in place throughout
the Company’s financial year and centinue lo be in place up fo the
dale of approval of this Repor,
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Internal Audit

The Audit Commitiee carries out an annual review of the need for an
internal audit function. The Committee conlinues fo believe that the
compliance and internal control systems and the infernal audit
tunction in place within the Invesiment Mancgers provide sufficient
assurance that a sound system of internal control, which safeguards
shareholders’ investment and the Company's cssels, is mainigined.
An interncl cudii function, specific to the Company, is therefore
considered unnecessary.

Accountability and Audit

The respective responsibilities of the Directors and the Auditors in
connection with the Financiol Statements are set out on pages 30
and 31.

Going Concern

In accardance with The Financial Reporting Council’s guidance on
geing concern ond liquidity sisk, the Direclors have undertaken a
rigorous review of the Compeny's ability 1o continue as a going
cancern. The Company's principal risks are market related and
include market risk, liquidity risk and credit risk. An explanation of
these risks and how they are managed is conteined in note 18 to
the financial staiements. The Company’s assets, the majerity of which
are investments in quoted securities which are readily realisable,
exceed its liobilities significantly. All borrowings require the prior
approval of the Board. Gearing levels and compliance with
borrowing covenants are reviewed by the Boord on o regular basis.
The Company has no short term borrowings and the redemption
date for the Company's Debenture is April 2022. Accordingly, the
financiol statements have been prepared on the going concern basis
os it is the Directors’ apinion that the Company will continue in
operational existence for the foreseeable future,

Audit Committee

An Audit Committee has been established consisting of all
independent Directors. fts authority and duties are clearly defined
within its written terms of reference which are available on request
from the Company and on the SAINTS’ page of the Maencgers’
websile www.saints-it.com. Eric Hagman is chairman of the Audit
Commitiee. The Committee’s responsibilifies, which were discherged
during the year, include:

* monitoring and reviewing Ihe integrity of the haliyearly ond
annual financial statements ond any ferme! announcements
relcting lo the Company’s finoncial performance;

* reviewing the adequacy and effectiveness of inlemal control ond
risk monogement systems;

* making recommendaiions to the Board in relation fo the
appoiniment of the external auditors and approving the
remuneration and terms af their engogement;

* developing and implementing policy on the engogement of the
external auditors to supply non audit services;

* reviewing and moniloring the independence, objectivity and
effectiveness of the extemnal auditors;

s reviewing the terms of the Investment Manogement Agreement,




* reviewing ihe armangements in place within Boillie Gifferd & Co
whereby their staff may, in confidence, raise concerns cbout
possible improprieties in matters of financial repering or other
matters insofar as they may affect the Company; and

* considering whether there is a need for the Company to hove its
own internal audit function.

KPMG Audii Ple were appointed the Company's Auditors in 2004.
Having considered the experience and tenure of the audit parmer
and siaff and the level of service provided, the Committee remains
salisfied with the Auditors’ effectiveness, The oudit pariners
responsible for the cudi are ratoted every five years and the current
lead audit pariner has been in place for thiee years. There are no
contraclual obligations restricting the Company's chaice of external
quditor.

The Commitiee receives confirmaticn from the Auditors that they have
complied with the relevant UK professional and regulctory
requirements on independence. Non cudit fees for the year 10 31
December 2011 were £1,000 and related to the cerification of
financial information for the debenture trustee. The Commitiee does
not believe that there has been any impairment to the Audilois’
independence.

Relations with Shareholders

The Boord places great imporiance on communication with
shareholders. The Company's Managers meet regularly with
shareholders and repori shareholders' views to the Board. The
Chairman is availeble to meet with shareholders as appropriate.
Shareholders wishing o communicate with any members of the Board
moy do so by wiiting ‘o them at the Company's registered office.

The Company’s Annual General Meeting provides o forum for
communication with all shareholders. The level of proxies lodged for
each resolution is announced af the meeting and is published on the
SAINTS poage of the Managers’ website subsequent to the meeting.
The nolice period for the Annual Genercl Meeling is at leasi twenty
working days. Shareholders and potential investors may obtain
uprtodate information on the Company from the SAINTS’ page of
the Managers’ website, www.saints-it.com.

Corporate Governance and Stewardship

The Company has given discretionary voting powers to the
investmen: managers, Baillie Gifford & Ca. The Managers vote
against resolufions they consider may damage shareholders’ rights or
economic inferests.

The Company believes that it is in the shorehclders’ interests to
consider envirenmental, sociel and governance (ESG) factors when
selecting and retaining investments and have asked the Managers fo
take these issues info account. The Managers do not exclude
companies frem their investment universe purely on the grounds of
ESG factors but adopt a positive engagement approach whereby
matters cre discussed with management with the aim of improving
the relevant policies and management systems and enabling the
Managers to consider how ESG factors could impeact long term
investment retuens. The Monogers” statement of complionce with the
UK Stewardship Code can be found on the Mancgers’ website at
www.bailliegifford.com. The Managers' policy has been reviewed
and endorsed by the Board.
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The Managers are signaiories ta the United Nations Principles for
Responsible Investment and the Carbon Disclosure Project.

Conflicts of Interest

Each Director submits a fist of potential conflicts of interest to the
Nomination Commitiee on an annual basis. The Committee
considers them carefully, taking inie cecount the circumstances
surrounding them and makes a recommendation to the Board on
whether or not the polential conflicts should be outhorised. Board
cuthorisation is fer o period of one yeor. Hoving considered the lists
of potentic! conflicts there were no situations which gave rise to a
direct or indirect interest of a Directar whick conflicted with the
inferests of the Company,

Bribery Act 2010

The Bribery Act came into force on 1 July 201 1. The Company has
a zero tolerance policy tawards bribery and is committed te carrying
out business fairly, honestly and openly.

Investment Managers

An Investment Management Agreement betwsen the Company and
Baillie Gifford & Co sets aut the matters over which the Mcnagers
have authority in accordance with the policies and directions of, and
subject to restrictions imposed by, the Board. The Management
Agreement s terminable on not less than six months' natice. Careful
consideration has been given by the Board s to the basis on which
the management fee is charged. The Board considers that
maintaining a relatively low total expense raiio is in the best interest
of all shareholders. The Board is also of the view that caleulating the
fee with reference 1o performance would be unlikely to exert a
posilive influence over the long term performance.

Details of the fee arrangements with Baillie Gifford & Co are shown
on page 37.

The Board considers the Company's investment management and
secretarial arrangements for the Company on on engoing basis and
a formal review 1s conducted annually. The Board considers,
amongst others, the following tepics in its review: the quality of
policy guidance; success of investment strategy and investment
performance; the adminisirative services provided by the Secretaries;
quality and coverage of Beard papers; the marketing efforts
undericken by the Managers; comparative costs; and
communication with sharehalders. Following the most recent review
it is the opinion of the Directors that the continuing appointment of
Baillie Giftord & Co as Managers, on the terms agreed, is in the
interests of shareholders as a whole.

Undar a formal management agreement, OLIM Praperty Limited is
appointed maneger of the Company's praperty pertfolio. Details of
its fees are shawn on page 37. The agreement can be terminated
on three months’ notice. On termination, OUM Property Limited is
entitled to ¢ pro rala proportion of its fees to the date of termination.
It is the Board's view that the continuation of QUM Property Limited's
oppointment on the terms agreed s in the interest of shareholders as
a whole.
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Directors
Information obout the Directors, including their relevant experience,
can be found on page 6.

The Board has agreed 1o go beyond the minimum requirements of
the UK Corporate Governonce Code as alf of the Direciors will be
retiring at the Annual Generol Meeting and, with the exceprion of
David Price, they will all be offering themselves for re-election.
Following formal performance evaluation, their performance
continues to be effective and they remain commitied fo the
Company. The Board recommends their re-election to shareholders.

Directors’ Interests

Ordinary  Ordinary

25p shares 25p shares

Nature of held at held at

Name interest 31 Dec 11 31 Dec 10
Sir Brion vory Beneficial 31,000 31,000
The Rt Hon Sir Menzies Campbell Beneficial 2,389 2,315
Eric Hagman Beneficial 2,000 2,000
Lord Kerr of Kintochard Beneficial 79,992 59,991
Rachel Lomax Beneficial 29 446 17,057
Peter Moan Beneficial 10,000 10,000
David Price Beneficial 10,000 10,000

The Directors ot the year end, and theit interests in the Company ot
31 December, were shown as above. During the period 1 Jonuary
2012 to 16 February 2012 The Rt Hon Sir Menzies Campbell, Lord

Kerr of Kinlochard and Rochel Lomax added 22, 25,225 and 447
shares respectively to their beneficial holdings.

There have been no other changes intimated in the Directors’ interests
up to 146 February 2012,

Director Indemnification ond Insurance

The Company has entered into deeds of indemnity in favour of each
of its Directars. The deeds cover any liabilifies thot may orise 1o @
third perty, other than the Company, for negligence, default o
breach of irust or duly. The Directors are not indernified in respect of
liokilities io the Company, ony regulciory or criminal fines, any costs
incurred in connection with criminal preceedings in which the
Director is convicted or civil proceedings brought by the Campany in
which judgement is given against him. In addition, the indemnity
does not apply 1o any liability to the extent that it is recovered from
another person.

The Company maintains Directors’ ond Officers” Liability Insurance.

Share Capital

Copital structure

The Company’s capital stucture cansists of 132,675,943 ardinary
shares of 25p each (2010 - 132,485,943 ordinary shares). There
are ne restrictions concerning the holding or transfer of the
Company’s ordincry shares and there are na special rights attaching
to any of the shares.
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Dividends

The ordinary shares carry a right 1o receive dividends. Interim
dividends are determined by the Directors, whereas the proposed
final dividend is subject to shareholder approvel.

Capital entitlement

Cn a winding up, clter meeting the liabilities of the Company, the

surplus assets will be paid fo ordinary shorehalders in propartion 1o
their shareholdings.

Voling

Each ordinary shareholder present in person or by proxy is entitled

fo one vote on a show of hands and, an a pall, to one vote for
every shore held.

Information on the deadlines for proxy appeintments can be found
on page 55.
Major Holdings in the Company’s Shares

No. of ordinary
25p shares held

Name at31 Dec 11 % of issue
Brewin Dolphin limited 65,660,412 50
legal & General Group Ple 5,240,223 3.9
DC Thomson & Co lid 4,100,000 3.1

There have been no changes to the major interests in the Campany's
shares intimated up to 16 February 2012,

Purchase of Own Shares

The Company's buy-back authority was last renewed at the AGM on
7 April 2011 in respect of 19,859,642 shares of 25p each
lequivalent to 14.99% of its then issued share copital). No shares
were bought back during the year under review end no shares are
held in treasury.

The principal reasons for share buy-backs are;

(i} to enhance the net asset value for continuing shareholders by
purchasing shares at a discount to the prevailing net asset value;
and

il o address any imbalance between the supply of and demand
for the SAINTS' shares that results in o discount of the quoted
market price to the published net asset value per share.

The Directors are seeking shareholders’ approval at the Annual
General Meeting lo renew the authority 1o make marker purchases of
up o 14.99% of the Compeny's ordinary shares in issue ct the date
of passing of the resolution, such autherity to expire ot the Annucl
General Meeting of the Company 1o be held in 2013. Any such
shares purchased shall either be cancelled or held in freasury. In
accardance with the Listing Rules of the UK Listing Authority, the
maximum price {excluding expenses) thot may be poid on the
exercise of the authority must not exceed the higher of:

(il 5 per cent cbove the average closing price on the London Stock
Exchange of an ordinary shore over the five business days
immedictely preceding the date of purchase; and




{ii} the higher of the price of the lest independent rade and the
highest current independent bid on the Llondon Stock Exchange.

The minimum price that may be paid will be 25p per share.
Purchases of sheres will be made within guidelines established, from
fime to fime, by the Board. The Company does not have any
warrants or oplions in issue. Your attention is drawn to Resolution 14
in the Notice of Annual Genera! Meeting.

Share Issuance Authority

Resciution 12 in the Notice of Annual General Meeting seeks to
enew the Directors’ general authority to issue shares up to an
ggregate nominal amount of £11,056,328. This omount
epresents 33.33% of the Company's tofal ordinary share capital
urrently in issue and meets institulional guidelines. No issue of
rdinary shares will be made pursuant 1o the authorisation in
esolution 12 which would effectively clier the control of the

ompany without the prior approval of shareholders in general
ecling.

esolution 13, which is proposed as o special resolution, seeks to
new the Direciors' outhority 1o issue shares or seil shares held in
easury on a non-preemptive basis for cash [i.e. without first offering

uch shares to existing shareholders prorota 1o their existing

oldings) up 1o an aggregate nominal amount of £3,316,898
epresenting 10% of the issued ordinary share copital of the
ompany os at 16 February 2012). The autharities sought in

esolutions 12 and 13 will continue until the conclusion of the

nnual General Meeting to be held in 2013 or on the expiry of 15
onths from the passing of this resslution, if earlier.

ch authorities will only be used 1o issue shares or re-sell shares
m freasuiy at @ premium fo net asset value and only when the
irectors believe that it would be in the best interests of the
ompany to do so.

e Directors consider that the authority to issue/sell shares is
vaniageous sheuld the shares trade at o premium to the net asset
lue nd natural liquidity is unoble to meel demand.

ring the year the Compuony issued and allotied 190,000 shares
th a nominal value of £47,500 for o total consideration of
05,000.

Company does not hold any shares in treasury as at 16

bruory 2012.

editor Payment Policy

the Company's payment policy to obtain the best terms for all
iness. In general, the Company agrees with its suppliers the terms
which business will iake place and it is its policy to abide by
se terms. The Compony had no trade creditors ot either 31

ember 2010 or 31 Dacember 2011,

closure of information to Auditors

Directors confirm that so far as each of the Direclors is aware
e is no relevant audit information of which the Company’s

itors cre unawaore and the Directors have taken all the steps that
ought to have taken as Direclors in order to make themselves
re of any relevani audit information and to establish that the
pany's auditors are aware of that information.

DIRECTORS’ REPORT

Independent Auditors

The auditors, KPMG Audit Ple, are willing fa continue in office and
in accordance with section 48G and section 421(1) of the
Companies Act 20006 resolutions concemning their reappoiniment
and remuneration will be submitted to the Annual General Meeting.

Recommendation

The Board unanimously recommends you to vote in lavour of the

resolutions to be proposed at the Annual General Meeting as, in its

opinion, they are in the best interests of the shareholders as a whole.
[N 3 by

By order of the Board

SIR BRIAN IVORY

20 February 2012
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DIRECTORS’ REMUNERATION REPORT

Directors’ Remuneration Report

The Board has prepared this repart, in accordance with the
requirements of the Compcnies Act 2006. An ardinary resolution
for the opproval of this repart will be put 1o the members at the
forthcoming Annual General Meesing.

The law requires the Company’s cuditors to audit certain of the
disclosures provided, Where disclosures have been audited, they
are indicated as such. The auditors’ opinion is included in their
report on page 31.

Remuneration Committee

The Company has seven Directors, all of whom are non-executive.
There is no separate remuneration commitiee and the Board as o
whole considers changes to Directors’ fees from time 1o fime. Balillie
Gifford & Co, who have been appointed by ihe Board as
Managers and Secretaries, provide advice and comparaive
information when the Board considers the level of Directors” fees.

Policy on Directors’ fees

The Board's policy is that the remuneration of non-executive Directors
should reflect the experience of the Boord as a whole, be fair and
comparcble to that of other investment trusts that are of similar size
(net assets £200 million to £400 million), capital structure [ordinary
shares cnd debenture stock), and investmen: objective (global
growth and income). It is infended that this policy will continue for
the year ending 31 December 2012 and subsequent years.

The fees far the non-executive Directors are set within limits
determined by the Company, from fime o time, in general meeling.
Currently, Directors’ remuneration shall not exceed £25,000 per
annum per Direclor with @ maximum additional remuneration of
£25,000 per annum for the Chairman. Non-executive Directors are
not eligible for any other remuneration apart from the reimbursement
of allowable expenses.
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The Boord carried out a review of the level of Directors’ fees during
the year and concluded that the fees for 2012 should remain
unchanged at £31,000 per annum for the Chairman end £17,500
per anrum for the other Direciors. The Audit Commitee Chairman'’s
additicnal fee is £2,500 per annum. Direciors’ fees were last
increased on 1 January 2010.

Sums Paid to Third Parties (audited)

A sum of £26,500 {2010 - £27,625) was paid to Enitar Lid in
respect of Sir Brian Ivory's Director’s fees. These payments were for
making his services availoble as a Director of the Company.

Directors’ Remuneration for the Year (audited)

2011 2010
£ £

Directors who served during the year:
Sir Brian vory (Chairman) 31,000 31,000
The Rt Hon Sir Menzies Compbell 17,500 17,500
Eric Hagman 20,000 20,000
Lord Kerr of Kinlochord 17,500 17,500
Rachel lomax 17,500 17,500
Peter Moon 17,500 17,500
David Price 17,500 17,500
138,500 138,500

Directors’ Service Contracts

It is the Board's policy that Directors do not have a service contract
but are provided with a letter of appointment. The terms of their
appoainiment provide that all of the Directors shall refire and be
subject to re-election at the first Annual General Meeting dfter their
oppointment. The Board hos agreed that all of the Directors will
refire and, if appropriate, offer themselves for reelection on an
annual basis thereafter. There is no netice period and no provision
for compensation upon early termination of appointmen.




erformance Graph
igures rebased to 100 at 31 December 2006)

ource: Thomson Reuters Datastream /Baillie Gitford & Co.

With effect kom 1 January 2009 the pertlolio benchmark agoinst which
performonce hos been measured is 50% FTSE AllShore Index and 50% FTSE
AlwWorld Ex UK Index (in steding terms). For the earlier years covered by the
obove graph the Company’s benchmark was 70% FTSE AlkShare Index end
30% FTSE World Ex UK Index [in sterling terms). For the purposes of the above
groph the returns on both benchmarks for their respective periods have been
linked to form a single benchmark.

ast performance is not a guide to future performance.

DIRECTORS’ REMUNERATION REPORT

Directors’ Service Details

Date of Due dote for

appointment  election /re-election

Sir Brion Ivory 13/9/0C AGM in 2012
The Rt Hon Sir Menzies Caompbell  19/12/07 AGM in 2012
Eric Hagman Q/2/05 AGMin 2012
lord Kerr of Kinlochard 18/9/02 AGM in 2012
Rechel Llomax 1/10/08 AGM in 2012
Peter Moon 29/7/05 AGM in 2012
David Price 19/11/97 -

Company Performance

The graph opposite compares the tolal return (assuming oll dividends
are reinvested) o ordinary shareholders compared to the toral
shareholder return on a notional investment mode up of shares in the
compenent perts of the Benchmark index. This index was chosen for
comparison purposes, as it is the index against which the Compeny
has measured its performance over the period covered by the graph.

Approval
The Directors’ Remunerction Report an pages 28 and 29 was

approved by the Board of Directors and signed on iis behalf on 20
February 2012,

Reog b
SIR BRIAN IVORY
Chairman
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STATEMENT OF DIRECTORS RESPONSIBILITIES

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

The Directors are responsible for preparing the Annual Report, the
Directors’ Remuneration Report and the financial statements in
accordance with applicable low and regulations.

Company faw requires the Direclors to prepare financial statlements
for each financial year. Under that law they have elected io prepare
the financial statements in accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice].
Under company law the Direciors must not opprove the financial
statements unless they are satisfied that they give a true and fair view
of the state of offairs of the Company and of the profit or loss of the
Company for that period. In preparing these financial statements, the
Directors are required fo:

» select svitable accounting policies end then cpply them
consistently;

s make judgements and accounting estimates that are reasonable
and prudent;

» stale whether applicable LK Accounting Standards have been
followed, subject to any material departures disclosed and
explained in the financial sictemenis respectively; and

¢ prepare the financicl stotements on the going concern basis
unless it is inappropriate to presume that the Company will
continue in business.

The Cirectors are respensible for keeping adequate accounting
records that are sufficient fo show and explain the Company's
fransactions and disclose with reasonable accuracy at any time the
financial pesition of the Company and enable them to ensure that
the financial statements and the Directors’ Remuneration Report
comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and delection of fraud and other
iregularities.
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The Directors have delegated responsibility 1o the Managers for the
maintenance and integrity of the Company's page on the Managers’
websiie. legislation in the United Kingdom goveming the
preparation and dissemination of financial statements may differ from
legislation in other jurisdictions,

Each of the Directors, whose names ond functions ore listed within
the Directors and Management section, confirm that, to the best of
their knowledge:

* ihe finoncial statements, which have been prepared in
accordance with applicable low and UK Accounting Standeords
{UK Generally Accepled Accounting Practice), give a true and
fair view of the assets, liabiliies. financial position and net return
of the Company; and

» the Directors’ Report includes a fair review of the development
and performance of the business and the position of the
Company, together with a description of the principal risks and
uncertainties that it facas.

(s §- o~
’;/
By order of the Board

SIR BRIAN IVORY
20 February 2012




‘the Company’)

Ve have oudited the financial statements of The Scottish American
hvestment Company P.L.C. for the year ended 31 December 2011
et out on poges 32 to 48. The financicl reporting framework that
as been applied in their preparation is applicable low and UK
hccounting Standards (UK Generally Accepted Accounting Practice).

his report is made solely 1o the Compeny’s members, as a body, in

Dur oudit work has been undertaken so that we might stole to the
Compony’s members those matlers we ore required to state to them
h an auditors’ report and for no other purpose. To the fullest extent
hermitted by law, we do not accept or ossume responsibility 1o
hnyone other than the Company and the Company's members, as a
pody, for our audit work, for this repen, or for the opinions we have
ormed.

Respective responsibilities of Directors and Auditors

but on page 30, the Directors are responsible for the preparation of
he financial statements and for being sctisfied thai they give a true
ind fair view. Our responsibility is 1o cudit, and 1o express on
bpinion on, the finoncial statements in cecordance with applicable
bw and Infernational Standards on Auditing (UK and Ireland). Those
tandards require us to comply with the Auditing Practices Board's
APB's) Ethical Standards for Auditors.

bcope of the audit of the financial statements

. description of the scope of an oudit of financial statements is
provided on the APB's website ot www.fre.org.uk/apb/scope/
brivate.cfm.

Dpinion on financial statements
s our opinion the finoncial statements:

b give a true and fair view of the state of the Company’s affeirs as
ot 31 December 2011 and of its loss for the year then ended;

b have been properly prepared in accardence with UK Generolly
Accepted Accounting Prociice; and

b have been prepared in accordance with the requirements of the
Companies Acl 2006,

hecordance with Chapter 3 of Part 16 of the Companies Act 2006.

s explained more fully in the Direciors” Responsibiliies Statement set

INDEPENDENT AUDITORS' REPORT

Independent Auditors’ Report

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

Opinion on other matters prescribed by the
Companies Act 2006

In cur opinion:

the part of the Direciors’ Remuneration Report 1o be audited has
been properly prepared in accordance with the Companies Act
2006; and

the information given in the Cirectors’ Report for the financial
year for which the financial siatements are prepared is consistent
with the financial statements.

Matters on which we are required to report by
exception
We have nothing to report in respect of the following:

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

odequate accounting records have not been kept, or retums
adequale for our audii have not been received from branches
not visited by us; or

the financicl statements and the part of the Directors’
Remunerction Report 1o be audited are not in agreement with the
accounting records and returns; or

cerfain disclosures of Direclors’ remuneration specified by law
are not made; or

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

Under the Listing Rules we are required to review:

the Directors’ statement, set out en page 24, in relation o going
concern;

the part of the Corporate Governance Statement relating to the
Coemparny's compliance wilh the nine provisions of the UK
Corporate Govermance Code specified for our review; and

ceriain elements of the report to shareholders by the Board on

Dnec?munerchon

Simon Pashby (Senior Staiutory Auditor}
for and on behalf of

KPMG Audit Ple,

Chartered Accountants

Edinburgh

20 February 2012
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INCOME STATEMENT AND STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Income Statement

For the year ended 31 December

2011 2011 2011 2010 2010 2010
Revenue Capital Total Revenue Capital Total
Notes £000 £'600 £000 £000 £000 £°000
Net {losses]/gains on
investiments — securities < - {31,679) 131,679) - 58,182 58,182
Cunency losses 14 - 1840 (840} - {699) 699)
Income 2 17,316 - 17,316 16,379 - 16,379
Management fees 3 {627) {1,163} ,790) [618) {1,147) {1,765)
Other adminiskative expenses 4 {1,000) - {1,000) {901} - {901)
Net return before finance
costs and taxation 15,680 {33,682} (17,993) 14,860 56,336 71,196
Finance costs of borrowings 5 (2,074} {3,852} {5,926} [2,084) [3.87Q) {5,954)
Net return on ordinary
activities before taxation 13,615 {37,534 (23,219) 12,776 52,466 65,242
Tax on ordinary activities 13 {1,269 498 {571} {1,505} Q77 {528)
Net return on ordinary
activities after taxation 12,345 (36,836) (24,490] 1,271 53,443 64,714
Net return per ordinary share 7 9.32p (27.80p) (18.48p) 8.51p 40,34p 48.85p

Statement of Total Recognised Gains

For the year ended 31 December

and Losses

2011 2011 2011 2010 2010 2010
Revenue Capital Total Revenue Capital Total
Notes £'000 £/000 £000 £000 £'000 £'000
Net reiurn on ordinary activities
after taxation 12,346 136,836) {24,490) 11,271 53,443 64,714
Net [losses] /gains on
investments — property G - [86) (86) - 1,122 1,122
Total recognised gains and
losses for the year 12,346 {36,922 (24,576) 11,271 54,565 65,836
Total recognised gains and
losses per ordinary share 7 2.32p (27.86p) (18.54p] 8.51p 41.18p 49.69p

A final dividend for the vear of 2.40p is proposed (2010 - 2.35p), moking a toiel dividend for the yeor of 9.45p (2010 - 9.25p).

More information on dividend disiributions can be found in note 8 on poge 39.

The tofal column of the Income Statement is the profit and loss account of the Company.
All revenue and capital items in these statements derive from continuing operations.

The accompanying notes on poges 36 to 48 are an integral part of this siatement.
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Balance Sheet

A\t 31 December

BALANCE SHEET

Debeniure at bock value)

201 2011 2010 2010
Notes £'000 ' £°000 £000 £000
Fixed assets
hvestments — securities Q 341,005 381,239
hvestments — property Q 39,400 31,950
380,405 413,189
Current assets
Debtors 10 1,552 1,542
Cash and deposits 18 3,165 6,154
4&7V7 7696
Creditors
fmounts falling due within one year 11 (3,956} 12,616)
Net current assets 761 5,080
fotal assets less current liabilities 381,166 418,269
Creditors
Amounts falling due after more than one year 12 (86,972) (87,446
Jotal net assets 294,194 330,823
Capital and reserves
alled up share capiiol 13 33,169 33,121
bhare premium 14 357 -
Capital redemption reserve 14 22,781 22,781
apital reserve 14 221,749 258,671
avenue reserve 14 16,138 16,250
bhareholders’ funds 294,194 330,823
Net asset value per ordinary share 15 205.3p 242.5p
Debeniure of fair value)
Net asset value per ordinary share 15 221.7p 249.7p

Woa lec
IR BRlANﬁ |VOR;:'{/

Chairman

e accompanying noles on pages 36 to 48 are an integral part of this stotement.
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RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Reconciliation of Movements
in Shareholders’ Funds

For the year ended 31 December 2011

Capital
Share Share  redemption Capital  Revenue  Shareholders’
capital  premium reserve reserve reserve funds
Notes £°000 £000 £'000 £'000 £°000 £000
Shareholders’ funds at 1 January 201 1 33,121 - 22,781 258,671 16,250 330,823
Tolal recognised gains and losses - - - (36,922] 12,346 (24,576)
Shares issued 13 48 357 - - - 405
Dividends peid in the year 8 - - - - {12,458) {12,458
Shareholders’ funds at 31 December 2011 33,169 3s7 22,781 221,749 16,138 294,194
For the year ended 31 December 2010
Capital
Share Share  redemption  Capital  Revenue  Shareholders’
capital  premium reserve reserve reserve funds
Notes £000 £000 £'000 £000 £000 £:000
Shareholders’ funds at 1 January 2010 33,121 - 22,781 204,106 17,167 277,475
Total recognised gains and losses - - - 54565 11,271 45,836
Dividends paid in the year 8 - - - - (12,188} {12,188)
Shareholders’ funds at 31 December 2010 33,11 - 22,781 258,671 16,250 330,823

The accompanying notes on pages 36 to 48 are an infegral port of this statement.
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Cash Flow Statement

For the year ended 31 December

CASH FLOW STATEMENT

2011 2011 2010 2010
Notes £°000 £000 £'000 £000

Net cash inflow from operating activities 16 14,253 13,616

Servicing of finance

Interest paid {6,400 {6,400}

Net cash outflow from servicing of finance {6.400) (6,400)

Taxation

Owerseas tax incurred [564) 1522

Income tax refunded 9 -

Total tax paid (555) 1522}

Financial investment

Acquisitions of investments (51,733 {46,889}

Disposals of investments 54,225 48,700

Forward curency conracts {782 (840

Net cash inflow from financial investment 1,710 971

Equity dividends paid {12,458) {12,188}

Net cash outflow before financing (3,450} (4,523}

Financing

Shares issued 405 -

Net cash inflow from financing 405 -

Decrease in cash 17 {3,045) (4,523)

Reconciliation of net cash flow to

movement in net debt 17

Decrease in cash {3,045 14,523)

Translation difference 56 (o

Other noncash changes 474 446

Movement in net debt in the year (2,515] (4,083)

Net debt at 1 January (81,252) (77,206)

Net debt at 31 December (83,807) (81,292)

The accompanying notes on poges 36 to 48 are an integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS

1 Principal Accounting Policies

The financial sialements for the year to 31 December 2011 have
been prepaied on the basis of the accounting palicies set out below,
which are unchanged from the prior year and have been applied
consistently.

{o} Basis of Accounting

The financial statements are prepared on @ going concern basis
under the historical cost convention, modified to include the
revaluation of fixed asset investments, and on the assumption that
appioval as an invesiment trus: will continue to be granted.

The Directors consider the Compeny's functienal curency to be sterling
as the Company’s shareholders are predominantly based in the UK
and the Company is subject to the UX's regulatary environment.

The financial siclements have been prepared in accordance with the
Companies Act, applicable UK accounting siendards and with the
AIC's Statement of Recommended Practice “Finoncial Statements of
Invesiment Trust Companies and Venture Capital Trusts” issued in
lanuary 2003, In order to betler reflect the activities of the Company
and in oecordance with guidance issued by the AIC, supplementary
information which analyses the profit and loss account between
items of @ revenue and capitol nature has been presented in the
Income Statement.

Financicl ossets and financial liabiliies are recognised in the
Company’s balance sheet when it becomes a party io the
contractual provisions of the insirument.

{b) Investments

Purchases and sales of invesiments in securities are accounted for on
o frade date basis. Purchases and sales of invesiments in property
are accounted for on a completicn date basis.

Investments in securities are designoted s fair volue through profit or
loss upon initial recognition. The fair value of listed security invesiments
traded on an active market is bid value, or in the case of FTSE 100
constituents, lost taded prices issued by the Llondon Stock Exchange.
The foir value of other listed security investments and unlisted security
investments uses valuation techniques, delermined by the Directors,
based upon latest dedling prices, stockbroker valuations, net asset
values and other informaticn, os cppropriate. Changes in the fair
valve of investments in securities and gains and losses on disposal are
1ecognised os capital ilems in the Income Statement.

Investments in property are velued af foir value and changes in fair
value and gains and losses on disposal are recognised os capital
items through the Statement of Total Recognised Gains end Losses.
The valuetion of preperty held of the year end has been estimated
by prolessional valuess in cccordance with the RICS appraisal and
valuation manual.

{c) Cash

Cash includes cash in hand and deposits repayable on demand.
Deposits are iepayable on demand if they can be withdrawn at any
fime without notice and without penclty or if they have a maturity or
pericd of notice of not more than one working day,

(d} Income

(i} Income from equity invesiments is brought into account on the
date on which the investments are quoted exdividend or, where
no exdividend dale is quoted, when the Campany's right to
receive payment is esiablished.

(i1l Income from debt securities is recognised on an effective interest
rote basis, Where income returns are for a nonfixed amount, the
impact of these returns on the effective interest rate is recognised
once such refurns are known, If there is reasonable doubt that @
return will be received, its recognition is deferred until that doubt
is sremaved.
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[iii} Fronked incame is staled net of tax credits.

[iv) Unfranked investment income includes the toxes deducted at
source.

v} interest receivable on deposits is recagnised an an aceruals basis.

{vi) IF scrip is taken in lieu of dividends in cash, the net amount of the
cash dividend declared is credited to the revenue cccount. Any
excess in the value of the shares received over the amount of the
cash dividend foregone is recognised cs copital.

[vii} Rental income is recognised on an accruals basis.

(e} Expenses

All expenses are accounted for on an accruals basis. Expenses are
charged through the revenue account except as follows: [i} where
they relate directly to the acquisition or disposcl of an investment, in
which case they are recognised as copital; and [ii) where they are
connected with the maintenance or enhancement of the value of
investments. |n this respect invesiment and property management fees
are allocated 35% to revenue and &5% to capital, in ling with the
Boord's expectation of returns from the Company’s investments aver
the long term in the form of revenue and capital respectively,

i} Long Term Borrowings and Finance Costs

long term borowings are carried in the bolance sheet ot amortised
cosl, representing the cumulative omount of net proceeds on issue
elus cceruad finance costs. The finance costs of such borrowings cre
allocated 35% to revenue and 65% io capital, in line with the
Board's expectation of retumns from the Company's invesiments aver
the long term in the form of revenue and capital respectively. Finance
costs include the difference between the repayable value en maturity
and the proceeds received on issue which are written off on an
effective interest rate basis over the life of the borrowings, Gains and
losses on the repurchase or early setilement of debt is wholly
charged to capital.

{g) Toxation

The tax effect of different items of income and expenditure is
allocated between revenue and capital on the some basis os the
particular item to which it relates, under the marginal methed, using
the Company's effective tax rate for the accounting period. Deferred
iaxation is provided on all timing differences, calcukated ot the
current fox rate relevant to the benefit or liability. Deferred tax assets
are recognised orly to the extent that it will be more likely than not
that there will be taxable profits from which underlying timing
differences can be deducted.

th) Foreign Currencies

Tronsactions invalving foreign currencies are converted af the rote
ruling at the time of the trensaction. Monetary assels ond licbilities
and fixed asset investment in foreign currencies are tenslated at the
closing rates of exchange at the bolance sheet date. Forward
foreign exchange contracts cre valued at the forward rate nling ot
the balance sheer date. Any gain or loss arising from a change in
exchange rate subsequent to the date of the ransaction is included
as an exchonge gain or loss in the Income Statement as capital or
revenue as appropriate.

{iy Capital Reserve

Gains and losses on disposal of investments, changes in fair value of
investments held, exchange differences of o copital nature and the
amounts by which other financic! assets ond liabilities valued at fair
value differ from their beok value are dealt with in this reserve.
Purchases of the Company’s own shares for cancellatien are clso
funded from this reserve. 65% of management fees and fincnce
costs are allocated to the capital reserve in accordance with the
Campany's objective of combining capital and income growth,
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NOTES TO THE FINANCIAL STATEMENTS

Income
2011 2010
£000 £'000
Income from investments
Franked investment income 3,989 3,652
UK unfranked investment income 1,114 2,305
Overseas dividends 7,272 5751
Owverseas interest 2,215 2,104
14,590 13,812
Other income
Deposit inferest 6 26
Rental income 2,670 2,287
Other income 50 254
2,726 2,567
Total income 17,316 16,379
Total income comprises
Dividends from financicl assets designated ot fair velue through profit or loss 11,261 9,403
Interest from financial assets designated at fair value through profit or loss 3,329 4,409
Interest from financial assets not at fair value through profit or loss 6 26
Other income rot from financicl assets 2,720 2,541
17,316 16,379
Management Fees
2011 2011 201 2010 2010 2010
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £'000 £'000 £'000
Invesiment management fee 563 1,046 1,609 564 1,048 1,612
Property management fee 64 117 181 54 o9 153
627 1,163 1,790 618 1,147 1,765

Baillie Giffard & Co are employed by the Company as investment managers and secretaries under a management agreement which can
be terminated on six months’ notice. Baillie Gifford & Co's annual management fee is 0.45% of total assets less current liabilities,
excluding the property portlolio, calculaled on @ quarterly basis, Although holdings in collective investment schemes [OEICs) managed by
Baillie Giflord & Co are subjed! to this fee the OFIC share class held by the Company does not itsell atroet o fee, thereby avoiding any
duplication of fees. No secrefarial fee is payable.

The property porfolio is mancged by OUM Property Limited, which receives an annual fee of 0.5% of the value of the property perifolio,
subject lo @ minimum quarterly fee of £6,250. The agreement can be terminated on three months’ notice.

Other Administrative Expenses — all charged to revenue

2011 2010
£000 £000
General administrative expenses 769 684
Custodion fees 75 62
Auditors” remuneration far audit services 17 14
Auditors’ remuneration for norraudit services — reporting on debenture covenants | ]
Directors’ fees [see Directors” Remuneration Report on pages 28 and 29) 138 138
1,000 201
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5 Finance Costs of Borrowings

20n 2011 201 2010 2010 2010
Revenue Capital Total Revenue Copital Total
£000 £'000 £000 £°000 £'000 £000
Financial liabilities not at fair
value through profit or loss
Debenture interest 2,074 3,852 5,926 2,084 3,870 5,954
6 Tax on Ordinary Activities
201 20011 2011 2010 2010 2010
Revenue Capital Total Revenue Capital Total
£'000 £'000 £000 £'000 £'000 £'000
UK corperation tax 769 {76%) - 1,024 [1.024) -
Overseas taxation 571 - 571 528 - 528
Double taxation relief 71) 71 - {47} 47 -
1,269 {698) 5N 1,505 o977 528
2011 2010
£'000 £'000
The tax chaige for the year is lower than the standard rate of corperation tax in
the UK of 26.49% |2010 - 28%)
The differences are explained below:
Net return on ordinary ocivifies before taxation (23,919} 65,242
Net refturn on ordinary activiies before taxation multiplied by the standard rate of
carporation tax in the UK of 26.49% (2010 - 28%) 16,336) 18,248
Capital retumns not taxable 8,614 [16,095)
Income not taxable (2,838) 2,551}
Income taxable in different period - {2)
Taxable loss not ulilised 560 380
Overseas tax 571 528
Current lox charge for the year 571 528

At 31 December 2011 the Company had a potenticl deferred tax asset of £1,376,000 {2010 - £837,000] in respect of taxable
losses which are ovailoble o be carried forward and offset against future taxable profits. A deferred tox asset has not been provided on
these losses as it is considered unlikely that the Company will make suiicble taxcble revenue profits in excess of deductible expenses in

future periods. The potential deferred tax asset has been caleuloted using a corporation tox rate of 25.25% (2010 - 27.25%).

7 Returns per Ordinary Share

e 201 201 2010 2010 2010
Revenue Capitdl Total Revenue Capital Total
Net return per ordinary shore
(Income Statement) 9.32p (27.80p) (18.48p) 8.51p 40.34p 48.85p
Total recognised gains ond losses
per ordinary share 9.32p (27.86p) {18.54p) 8.51p 41.18p 49.69p

Net refurn per erdinary shore is based on the return on ordinary activities after taxation figures in the Income Statement and on

132,533,834 (2010 - 132,485,943] ordinary shares of 25p, being the weighted average number of ordincry shares in issue during
each year. Total recognised gains and losses per ordinary share is based on the iotal recognised gains and losses for the year in the
Statement of Total Recognised Gains and losses end on 132,533,834 (2010 — 132,485,943) ordinary shares of 25p, being the
weighted average number of ordinary shares in issue during each year. There are no dilutive or potentially dilutive shares in issue.
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8 Ordinary Dividends

2011 2010 2001 2010
£'000 £000

Amounts recognised as distributions in the year:
Previous year's final (paid 11 April 2011) 2.35p 2.30p 3,113 3,047
First interim {paid 30 June 2011) 2 35p 2.30p 3,113 3,047
Second interim {paid 30 September 2011] 2.35p 2.30p 3,114 3,047
Third interim [paid 30 December 2011] 2.35% 2.30p 3118 3,047
9.40p 9.20p 12,458 12,188

We clso set out below the total dividends paid and proposed in respect of the financial year, which is the basis on which the
requirements of section 1159 of the Corporation Tax Act 2010 are considered. The revenue available for distribution out of current year
profits by way of dividend for the year is £12,346,000 (2010 - £11,271,000).

2011 2010 2011 2010
£000 £°000
Dividends paid and payable in respect of the year:
First interim [paid 30 June 2011} 2.35p 2.30p 3,113 3,047
Second inferim [paid 30 September 2011) 2.35p 2.30p 3,114 3,047
Third interim |paid 30 December 2011) 2.35p 2.30p 3,118 3,047
Current year's proposed finel dividend [payable 13 April 2012) 2.40p 2.35p 3.184 3,113
9.45p 9.25p 12,529 12,254
9 Investments
Level 1 Level 2 level 3 Total
As at 31 December 2011 £000 £'000 £'000 £'000
Securities
Listed equities 289,257 1,840 - 291,097
listed convertible securities 1,287 - - §,287
listed debt securities 10,786 17,742 18,243 46,771
Unlisted equities - - 1,850 1,850
Total financial asset investments 301,330 19,582 20,093 341,005
Property
Freshold 39,400
Long leasehold -
39,400
Total Investments 380,405
level 1 Llevel 2 level 3 Total
As at 31 December 2010 £°000 £'000 £°000 £000
Securities
Listed equities 311,551 1,909 - 313,460
Listed convertible securities 1,724 - - 1,724
Listed debt securities 20,407 18,780 25,032 64,219
Unlisted equities - - 1,836 1,836
Total financial asset investmenis 333,682 20,689 26,848 381,239
Property
Freehcld 31,950
long leasehold -
31,950
Total investments 413,189
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Investments (continued;

Investments in securities are finoncial assets designated at fair value through profit or loss on inifial recognition. In accordance with
Financial Reporting Standard 2 “Financial Instruments: Disclosures’, the tables on page 39 provide an analysis of these investments
bosed on the fair value hierarchy described below which reflects the reliability and significance of the information used 10 measure their
fair volue. Property investments are not financial assets and therefore the foir value hierarchy does not apply to these assets.

Fair Value Hierarchy

The fair value hierarchy used to analyse the foir values of financial assets is described below. The levels are determined by the lowest
(that is the least reliable or least independently observable) level of input that is significant o the fair value measurement for the individual
investment in ifs entirety as follows:

Level 1 - investiments with quated prices in an active morket;

Level 2 - investments whose fair value is based directly on observable current market prices or is indirectly being derived from market
prices; and

level 3 - investments whese air value is determined using a valuation fechnique based on assumpticns that are not supported by
observable current market prices or are nol based on observable market dato.

Listed Listed
equities debt Unlisted Property Total
£000 £000 £'000 £'000 £'000
Cost of investments at 31 December 2010 253,957 44,034 - 22,715 320,706
Investment holding gains at 31 December 2010 61,227 20,185 1,836 9,235 92,483
Value of investments ot 31 December 2010 315,184 64,219 1,836 31,950 413,189

Movements in year:

Purchases 37,058 7,481 - 7.536 52,975
Sales — proceeds (31,459) (22,766) - - (54,225)
— gains on sales 4,978 6,650 - - 11,637
Amorlisgtion of fixed income book cost - 231 - - 231
Changes in invesiment holding gains 134,277) {9,053) 14 {86 [43,402)
Value of investments at 31 December 2011 292,384 46,771 1,850 39,400 380,405
Cost of investiments ot 31 December 201 1 265,434 35,639 - 30,251 331,324
Investment holding gains ot 31 December 2011 26,950 11,132 1,850 9,149 49,081
Value of investments at 31 December 2011 292,384 46,771 1,850 39,400 380,405

Equities includes convertible securities.

The purchases and sales proceeds figures above include transaction casts of £91,000 {2010 - £54,000) and £31,000 {2010 -
£15,000) respectively, Of the gains on sales during the year of £11,637,000 (2010 - losses of £1,378,000) a net gain of
£12,497,000 (2010 - loss of £6,962,000) was included in investment holding gains/{losses) at the previous year end.

The property was valued on an open market basis by Jones lang LoSalle as at 31 December 2011,

The following tables show a reconciliation from the opening balances 1o the closing balances for fair value measurements in Level 3 of the
fair value hierarchy.

Value at Holding Value ot

31 December Purchases/ Sales Gains on gains/ 31 December

2010  omortisation * proceeds sales [losses) 2001

For the year to 31 December 2011 £7000 £'000 £/000 £'000 £°000 £/000
listed debt 25,032 4071 (2,725} 2,844 3,979} 18,243
Unlisted equities 1,836 - - - 14 1,850
26,868 4071 19,725) 2,844 {3,965 20,093

*Purchases /amorisation includes amortisation of fixed income securities of £227,000.
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9 Investments (continued)

Value at Holding Value at

31 December Purchases/ Sales Gains on gains/ 31 December

2009  amortisation * proceeds sales (losses) 2010

For the yeor to 31 December 2010 £'000 £°000 £:000 £'000 £'000 £000
Listed debt 15,494 1,382 {28} - 8,184 25,032
Unlisted equities 1,780 - - - 56 1,836
17,274 1,382 (28) - 8,240 26,868

*Purchases /emerlisation includes amortisation of fixed income securities of £81,000.

The gains and losses included in the above fables have cll been recognised in the Income Statement on page 32. The Company believes
that ciher reasonably possible alternative valuations for its Level 3 holdings would not be significantly different from thase included in the
finoncial stotements,

2011 2010
£°000 £'000
Net {losses)/gains on investments
Securities:
Gains/({losses} on sales 11,637 {3,478)
Changes in investment helding geins [43,316) 61,660
(31,679) 58,182
Property:
Gains on sales - 2,100
Changes in investment holding gains (8&) {978)
(86) 1,122
{31,765) 59,304
10 Debtors
2011 2010
£'000 £'000
Amaounts falling due within one year:
Accrued income and prepcid expenses 1,450 1,322
Texation recoverable 102 62
Cains en forward currency conhacls - 5@
Other debtors - e
1,552 1,542

With the exception of the gain on the forward currency contracis, none of the above debtors are financial ossets designated at fair value
through profis or loss. The comying amaount of debtors is o reasonable approximation of fair volue. The gain on forward currency coniracts
is clossified as level 2 in the fair value hierarchy described on page 40.

11 Creditors — Amounts falling due within one year

2011 2010
£'000 £000
Purchases for subsequent setilement 1,242 -
Interest payable 1,438 1,438
Rental income prepaid 548 490
Losses on forward currency contracts 55 -
Other creditors and accruals 673 688
3,956 2,616

With the exceplion of the loss on the forward currency contracts, none of the obove credilors are financiol liabiliies designated at fair
value through profit or loss. The loss on forward currency coniracts is classified os Level 2 in the fair value hierarchy described on page
40. Included in other creditors is £434,000 {2010 - £475,000] in respect of the management fees.
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12 Creditors — Amounts falling due after more than one year

The 8% Debeniure Stock 2022 is redeemable at par value on 10 April 2022, It is secured by a flocling charge over the property of the
Company. Under the terms of the Debenture Agreement, total borrowings should not exceed net assets and the Company cannot
underiake share buy-backs if this would result in toral borrowings exceeding 66.67%.

The canying value of the 8% Debenture Stack, which is measured ot amortised cost [see note 1[f} on page 36), has been calculated os

follows:
2011 2010
£'000 £'000
Nominal value of 8% Debenture Stock 80,000 80,000
Premium less issue expenses 11,009 11,009
91,009 91,009
Net amortisation in prior years [3,563) (3,117}
Net amortisafion during the year {474 {446}
Carrying value of 8% Debenture Stock at end of year 86,972 87 446

13 Called up Share Capital

2001 201 2010 2010
Number £'000 Number £'000
Allotted, called up and fully paid ardinary shares of 25p each 132,675,943 33,169 132,485,943 3z

In the yeor to 31 December 2011 the Company allotted 190,000 ordinary shares with a nominal value of £47,500 for a toial
consideration of £405,000. At 31 December 201 | the Company had authority to buy back 19,859,643 ordinary shares and to allot
a further 13,058,594 ordinary shares without application of preemption rights in accordonce with the cutharities granted at the AGM in

Apiil 2011, No shares were bought back during the year.

14 Capital and Reserves

Capital

Share Share redemption Capital  Revenue Shareholders’

capital  premium reserve reserve reserve funds

£°000 £000 £000 £000 £000 £'000

At 1 January 2011 33,121 - 22,781 258,671 16,250 330,823
losses cn investments — securities - - - {31,67°9) - (31,679)
Losses on investments — property - - - [86) - (86)
Management fees charged to copital - - - {1.163) - {1,163
Finance costs charged to capital - - - (3,852 - {3,852)
Taxatien credit to capital - - - 698 - 698
Currency losses on forward currency contracts - - - {896} - [896)
Other currency gains - - - 56 - 56
Revenue return on ordinasy aclivilies afier taxation - - - - 12,346 12,346
Shares issued 48 as7 - - - 405
Dividends paid in the year - - - - (12,458 {(12,458)
At 31 December 2011 33,169 357 22,781 221,749 16,138 294,194

The Capital Reserve includes investment holding gains of £4%,081,000 (2010 - gains of £92,483,000) as detciled in note 9.

The revenue reserve is distributable by way of dividend.
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15 Net Asset Value per Ordinary Share

The nat asset value per ordinary share and the net asset value attributable to the erdinary sharehelders at the yeer end were as follows:

2011 2010 2011 2010
£'000 £'000
Ordinary shares of 25p 2217 249.7p 294,194 330,823

Net asset value per ordinary share is based on the net assets as shown cbove and on 132,675,943 (2010 - 132,485,943) ordinary
shares, being the number of ordinary shares in issue at the year end.

Ceducting borrowings at fair value would have the eflect of reducing net asset value per ordinary share from 221.7p to 205.3p.
Taking the market price of the ordinary shares ot 31 December 2011 of 208.5p, this would have given a premium te net asset value
of 1.6% as against a discount of 6.0% on a raditional bosis. At 31 December 2010 the effect would have been to reduce net asset
value per ordinary share frem 249.7p to 242.5p. Taking the market price of the ordinary shares ot 31 December 2010 of 245.5p,
this would have given a premium io net asset value of 1.2% as against ¢ discount of 1.7% on o treditional bosis.

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

20N 2010

£'000 £000

Net return before finance costs and taxation {17,993 71,196
Losses/[gains) on investments — securities 31,679 (58,182)
Currency losses 840 9%
{increase)/decrease in accrued income ond prepoid expenses {128} 63
Decrease/{increase} in other debtors 43 1109}
Increase in creditors and prepaid income 43 17
Other non-cash changes {231) {68
Ner cash inflow from operating ocivities 14,253 13,616

17 Analysis of Change in Net Debt

At 1 January Cash Translation  Other noncash At 31 December

2001 flows difference changes 2011

£'000 £'000 £000 £'000 £'000

Cash at bank and in hand 6,154 (3,045 56 - 3,165
Debenture stock [87.446) - - 474 (86,972)
{81,292) {3,045) 56 474 (83,807}
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18 Financial Instruments
As an investment trust, the Company invests in equities and makes other investments so as fo secure its investment objective of increasing
copital ond growing income in arder to deliver real dividend growth. The Company borrows money when the Board and Managers
have sufiicient conviction that the assets funded by borrowed monies will generate @ retumn in excess of the cost of borrowing. In pursuing
its invesiment objective, the Company is expased to a variety of risks that couse short term variation in the Company’s net assets and
could result in either a reduction in the Company’s net ossels or a reduction in the profits ovailable for dividend.

These risks are categorised here as marke risk [comprising currency risk, interest rate risk and other price risk), liquidity risk and credit risk.
The Board monitors closely the Company's exposures to these risks but does so in order to reduce the likelihood of o permanent reduction
in the Company's net assets or its profils available for dividend rather than ta minimise the short term volatility.

The risk management policies and procedures outlined in this note have not changed substantially from the previous accounting period.

Market Risk

The fair value or future cash flows of a financial instrument or ather investment held by the Company moy fluctuate because of changes in
market prices. This markef risk comprises three elements — currency risk, interest rate risk ond other price risk. The Board reviews and
agrees palicies for managing these risks and the Company's Invesiment Manager both cssesses the exposure to market risk when making
individual invesiment decisions and menitars the overcll level of market risk across the invesimeni portfolic on an ongoing basis.

Details of the Company's investment portfolio are shown in note 9. Details of derivative financial instruments autsiending e the balance
sheet dote are shown on page 48.

Currency Risk
Certain of the Company’s assets, liabilities and income are denominaied in currencies other than sterling {the Campany's functioncl
currency and in which it reports its results). Consequently, movements in exchange rates may offect the sterling value of those items.

The Investment Manoger manitors the Company’s exposure to foreign currencies and reports to the Bacrd on a regular basis. The
Investment Manager assesses the risk to the Company of the foreign currency exposure by considering the effect on the Company's net
assef value and income of & mavement in the rates of exchange 1o which the Company's assets, lisbilities, income and expenses are
exposed. However, the country in which o compony is listed is not necessarily where it eams its profits. The movement in exchange rates
on overseas earnings moy hove o more significant impect upon o compeny's veluation than @ simple translation of the currency in which
the company is quoted.

Forward currency contracts are used pericdically to limit the Compeny’s exposure o anticipated future changes in exchange rates which
might otherwise adversely offect the velue of the porfolic of invesiments. Where appropriate, they are used also to achieve the porifolio
charocteristics that assist the Company in meeting its investment objectives. Cash amaunts received in foreign currencies are generally
converted to sterling on a daily basis.
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18 Financial Instruments (continued)

Curreney Risk [continued)
Expasure to currency risk through asset allocation, which is caleulated by reference to the currency in which the asset or liability is quoted,
is shown below.

Forward

Cash and currency Other debtors Net
[nvestments deposits contracls Debentures  and creditors * exposure
At 31 December 2011 £'000 £000 £'000 £:000 £000 £000
US dollar 09,208 54 7,722} - 388 92,018
Euro 22,666 83 15,430] - (1,081 16,238
Brozilian real 22,502 1,094 - - 152 23,748
Jopanese yen 14,085 - (13,385) - 78 1,678
Orher overseas currencies 58,629 - - - 62 58,6
Total exposure to currency risk 218,080 1,231 (26,537) - [401) 192,373
Sterling 162,325 1,934 26,482 [86,972) {1,248] 101,821
380,405 3,165 {55) (86,972) {2,349 294,194

*Includes net non-monetary assels of £144,000.

Forward

Cash and currency Other debtors Net
Investments deposits confracts Debentures  and creditors * exposure
A1 31 December 2010 £'000 £'000 £:000 £'000 £'000 £000
US dollar 107,893 - (14,054) - 174 94,013
Euro 21,456 - {2,999 - 54 18,511
Brazilian recl 21,695 - - - 128 21,823
Jopanese yen 11,560 - - - 70 11,630
Other overseas currencies 76,864 - - - 21 76,885
Total exposure to currency risk 239,468 - {17,053} - 447 222,862
Sterling 173,721 6,154 17,012 (87.446] 1,580 107,961
413,189 6,154 59 (87 ,445) {1,133) 330,823

*Includes net nan-menetary assets of £41,000.

Currency Risk Sensitivity

At 31 December 2011, if sterling had strengthened by 5% in relation to cll currencies, with all other voriables held constant, total net
assets and tofal return on ordinary activities would have decreased by the amaunts shown below. A 5% weakening of sterling agoinst oll
currencies, with all ather variables held constant, would have had an equal but opposite effect on the financial siatement amounts. The
analysis is performed on the some basis for 2010,

2011 2010
£000 £°000
US dollar 4,601 4,701
Euro 812 925
Brazilian eal 1,187 1,091
Jopanese yen 84 582
Other overseas currencies 2,935 3,844
9,619 11,143

Interest Rate Risk
Interest rate movements may affect directly:

e the fair value of the investments in fixed interest rate securities;
¢ the level of income receivoble on cash deposits;

»  the fair valve of the Company's lixedate borrowings; and

* the interest payable on any variable rate borrowings which the Company moy take out.
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18 Financial Instruments (continued)

Interest Rate Risk [continued)

Interest rcte movements may alse impact upon the morkst velue of the Company's invesiments other than its fixed income securities, The
effect of inferest rate movements upon the eamings of a company may have a significant impoct upon the valuction of that company's
equily.

The possible effecis on fair volue ond cash flows that could arise as a resull of changes in interest roles are taken into account when
making invesiment decisions and when entering borrowing agreements.

The Board reviews on a regular basis the cmount of investmenis in cash and fixed income securities and the income receivable on cash
deposits, flooting rate notes and other similar investments.

The Company finances part of its octivities through borrowings at approved levels. The amount of such borrowings end the approved
levels are monitored and reviewed regularly by the Board. Where fixed rale bonowings are not being used to fund active investments,
the borrowed funds are invested in a diversified portfolio of fixed income securities in order to provide o hedge against movements Tn
intesest rates.,

Movemens in interest rates, o the extent that they affect the fair value of the Company's fixed rate borrowings, may also offect the
amount by which the Company's share price is at a discount or a premium to the net asset volue.

The: interest rate risk profile of the Company's financial assets and liabiliies ot 31 December is shown below.

Financial Assets 20M 201 2010 2010
2011 Weighted Weighted 2010 Weighted Weighted
Fair value average gverage fixed Fair valve average average fixed
£000  interest rate rate period £'000  interest rate rate period

Fixed rate:
UK bonds 3,362 11.3% 7 yeais 6,250 13.3% 7 years
US bonds® 1,287 3.3% 4 years 1,724 2.6% 5 years

Floating rate:
Brazilian bonds (interest rate

linked to Brozilicn CPl) 17,742 10.0% n/a 18,78C 1C.0% n/a
Euro bonds [interest rate
linked to Eusibor) 5,485 19.3% n/a 2,069 23.7% n/a

Fixed Interest Collective

Investment Funds:

UK funds 7,424 6.9% n/a 14,157 6.1% /o
US dollar denominated fund 12,758 0.9% n/a 22,063 1.5% n/a

“Represents a convertible security which has been clossified os an equity holding.

Financial Liabilities 2011 2010
£000 £'000

The interest rate risk profile of the Company’s financial liabilities af 31 December was;
Fixed rate — sterling 86,972 87,446

The maturity profile of the Compeny's financial liabilities at 31 December was:
ln more than five years = 12 years (2010 - 13 yecrs] 86,972 87,444

Interest Rate Risk Sensitivity

An increase of 100 basis points in bond yields as ot 31 December 2011 wauld have decreased total net assets and tofal returm on
ordinary activilies by £2,758,000 (2010 - £3,543,000} and would have increased the net asset value per share [with debenture ot
fair value} by 3.8p (2010 - 3.2p). A decrease of 100 basis points would have had an equal but opposite effect.

Other Price Risk
Changes in market prices other than those arising from interest rate risk or currency risk may also affect the value of the Company’s net asses.

The Board manages the market price risks inherent in the investment portfolio by ensuring full and timely access to relevant information
from the Invesiment Manager. The Board meets regularly and of each meeting reviews invesiment perfoimance, the investment portfolio
and the rationale for the current investmeni positioning to ensure consistency with the Company's objectives and investment policies.
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18 Financial Instruments (continued)

Other Price Risk Sensitivity
A full list of the Company's investments is shown on pages 15 to 18. In addition, a list of the 30 largest holdings together with various
anclyses of the portfolio by asset class and industrial sector are contained in the Macnagers’ Review section.

92.6% of the Company's net assets are invested in quated equities {excluding quoted property and forestry investments). A 5% increase in
quoled equity voluations af 31 December 2011 would hove increcsed total assets and total return on ardinary activities by
£13,622,000 (2010 - £14,645,000). A decrease of 5% would have had an equal but oppesite effect,

Liquidity Risk

This is the risk that the Company will encounter difficulty in meeling obligations assacicted with financial liabilities.

Liquidity risk is not significant as the majority of the Company's assets are investmenis in quoted securities that ore readily redlisable. The
Company’s holdings in direct propesty and unlisted investments, which are not considered to be readily realisable, amouni to 11% of sofal
assets at 31 December 2011, The Company has the power to toke out borrowings, which give it occess to additional funding when
required,

The Board gives guidance 1o the Invesiment Managers as to the maximum amount of the Company's resources that should be invested in
any one holding ond to the maximum aggregate expasure 1o any one entity |see investment policy on pages 20 and 21}. The Boord also
sets parameders for the degree to which the Company’s net assets are invested in quoled equiies.

Credit Risk
This is the risk that a tailure of a counterparty to @ transaction to discharge its obligations under that ransaction could resul: in the
Company suffering a loss. This risk is manoged as follows:

* where the Investment Manager makes an invesiment in a bond or other security with credit risk, that credit risk is assessed and then
compared to the prospective investment return of the security in question;

* ihe Board regularly receives information from the Investment Manager on the credit ratings of thase bonds and other securities in
which the Company has invested;

* the Company's listed invesiments are held on its behalf by Bank of New York Mellon, the Compony's custedion. Bankrupicy or
insolvency of the custodian may cause the Company's rights with respect to securities held by the custodian to be deloyed. The
Investment Manager menitors the Company's risk by reviewing the custodian’s internal control reports and reporting ils findings to the

Board;

+ investment transactions are carried out with o large number of brokers whose credit worthiness is reviewed by the Invesiment
Manager. Transactions are ordinarily done on o delivery versus payment bosis whereby the Company's custedian bank ensures that
the counterparty to any transaction entered into by the Company has delivered on its obligations before any transfer of cash or
securities away from the Company is completed;

* transactions involving derivalives, structured noles end other arrangements wherein the creditwonhiness of the entity acting as broker
or counterparly o the ransaction is likely io be of sustained interest are subject to rigorous assessment by the Invesiment Manager of
the creditworthiness of that counterparty. The Cempany's cggregate exposure ta each such counterparty is monitored regularly by the
Board; and

® cosh is only held af banks that hove been identified by the Managers as reputable and of high credit quality.

Credit Risk Exposure
The exposure fo credit risk at 31 December was:
2011 2010
£°000 £'000
Fixed interest investments 46,771 64,219
Cash and short term deposits 3,165 6,154
Debtors and prepoyments 1,552 1,542
51,488 71,915

None of the Company's financial assets are past due or impaired.
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18 Financial Instruments (continued)

Fair value of financial assets and financial fiabilifies

The Directors are of the opinion that the financicl assats and liabilities of the Company are staled at fair volue in the bolance sheet
with the exception of the long term borrowings which are stoted ot amortised cost in aceordance with FRS 26. The fair value of the
debenture stock is shown below.

2011 2011 2011 2010 2010 2010

Nominal Book Fair Nominal Book Fair

£'000 £:000 £'000 £'000 £000 £'000

8% debenture stock 2022 80,000 86,972 108,848 80,000 87,446 97,032

Gains and losses on hedges
The following forward currency contracts were open at 31 December:

At 31 December 2011 Currency Currency Currency Settlement Fair value
Currency sold amount sold bought amount bought date £°000
US dollar $12,000,000 Sterling £7.715,000 1112 7]
Euro €6,500,000 Sterling £5,587,000 11/1/12 157
Japanese yen ¥1,600,000,000 Sterling £13,180,000 11/1/12 {205)

(55]
At 31 December 2010 Currency Currency Currency Settlement Fair valuve
Currency sold amount sold bought  amount bought date £'000
US doller $22,000,000 Sterling £14,151,000 26/1/11 Q7
Euro €3,500,000 Sterling £2,961,000 26/1/11 {38)

59

Reclised currency goins/[losses) are taken to the copilal reserve and ore nol reflected in the revenue occount unless they ore of o revenue
nature.

Capital Management

The Company does not have any externally impased capital requirements, The capiial of the Company is the ordinary share capital [see
note 13] which is manoged in cccordance with its investment policy in pursuit of its investment objective, both of which ore detailed on
pages 20 and 21. Shares may be issued and/or repurchased as explained on pages 26 and 27.
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PLANS MANAGED BY BAILLIE GIFFORD

Cost-effective Ways to Buy
and Hold Shares in SAINTS

The Share Plan and I5A brochure, Press advertisement.

Baillie Gifford Scvings Management Lid offers a number of plans
that encble you te buy and hold shares of SAINTS costefficiently.
Purchases and sales are normally subject to a dealing price spread
and Govenment samp duty of 0.5% is payable on purchoses.

The Baillie Gifford Investment Trust Share Plan
* No inilial charge
* No annual wrapper chorge
Normally cheaper than decling through o stockbroker
* lInvest o bump sum from £25C o1 monthly from just £30
¢ No maximum investmeni limils
* Stop ond stort saving of ony time with no charge
» Twice weekly decling {usually Tuesdey and Friday)
* A withdrawal charge of just £22

The Baillie Gifford Investment Trust ISA

* Toxefficient investment

* No setup chorge

* Flot rale annual monogement charge of £32.50 + VAT

¢ lump sum investment from £2,000 up lo ¢ maximum of
£10,680 each year

¢ Save monthly from £100

* A wilhdrawal chorge of just £22

ISA Transfers

+ Transfer existing 1SAs from other plan managers irto the Baillie
Gifford 154

*  Consolidate your plans into @ manoged global investment

*  Minimum transfer value £2,000

The Baillie Gifford Children’s Savings Plan

* An excellent way for parents, grandparents or other adults 1o
invest for a child

* Mo initial charge

* No onnuol wrapper charge

* The option of o designoted nceount or o bore tust in favour of
the child

*  Flexible investment options: lump sum from £100 or monthly
saving from just £25

* A withdrawal charge of just £22

Online Management Service

You can alse open and manage your Share Plan, Children’s Savings

Plan* and/or ISA online through our secure Online Management

Service [OMS} which can be cccessed through the Baillie Gifford

website ot www.bailliegifford.com/oms. As well as being cble 1o

view the delails of your plan online, the service also allows you to:

e get current valuations;

o mcke lump sum invesiments;

* swilch between invesiment tiusts [except where there is more than
one holder);

* set up o direct debit o moke regular investments; and

+ ypdate certoin personal details,

*Please note that Bare Trust connot be opened vie OMS. A Bare Trust Application
Form must be completed.,

Further information

IF you would like more information on any of the plans described
above, plecse contact the Baillie Gifford Client Relations Team [see
contoct details on page 50).

Risks

Past performance is not a guide to future performance.

SAINTS is a listed UK Company. As a result, the value of iis shares
and any income from thase shares is nat guaranteed and could ga
down as well as up. You may not get back the amount you invested.

SAINTS has borrowed money 1o make further investments {sometimes
known as geering). The risk is that when this money is repoid by the
Company, the volue of these investments may not be enough 1o
cover the borrowing and inferest costs, and the Company will make
a less. If the Company’s investments fall in value, gearing will
increase the amount of this koss, SAINTS can buy back its own
shares. The risks from borrrowing, referred to above, are increased
when o company buys back its own shares.

As SAINTS invests in overseas securities, changes in the rates of
exchange may also cause the value of your investment [and any
income it may pay) to go down or up.

SAINTS invests in emerging markets which could encounter dealing,
setilement and custody difficulties more than the main international
markets.

SAINTS invesis in corporate bonds which are generally perceived to
carry a greater possibility of copital loss than investment in, for
example, higher rated UK government bonds. Bonds Tssued by
companies and governments may be adversely affected by changes
in interest rates and expeclations of inflation.

SAINTS hos some direct property investiments which may be difficuli
to sell. Voluations of property are anly estimates based an the
valuer's opinion rather than fact. These estimates may net be
achieved when the property is sold.

The favourable tax reatment of 1ISAs may change.

Details of other risks that apply fo investment in these savings vehicles
are contained in the product brochures.
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COMMUNICATING WITH SHAREHOLDERS

Communicating with Shareholders

Trust Magozine aveilable ot www.bgtrustonline.com

Promoting SAINTS

Baillie Gitford carries out exiensive marketing cctivity to promote
SAINTS to institufional, intermediary and direct investors. The Board
warmly supports the promotion of the plans described on page 49
in order to bring the merits of SAINTS to as wide an cudience as
possible.

Trust Magazine

Trust is the Baillie Giltord investment trust magazine which is
published three fimes a year. It provides an insight to our investment
approach by including interviews with our fund managers, as well
as conlaining invesiment fiust news, invesiment features and articles
about the trusts managed by Baillie Giffard, including SANTS. Trust
plays an important role in helping 1o explain our products so that
readers can really undersiand them, For a copy of Trust, plecse
contact the Baillie Gifford Client Relations Teem.

An online versicn of Trust con be found of www.bgtrustonline.com.

Guides to Investment Trusts

Beillie Gifford has produced o number of educational guides on
investment trusts. These are designed to explain haw Investment Teusts
work and o explain the various ways you can invest in them. If you
would like copies of any of these guides, please contaci the Baillie
Gifford Client Relations Team.

SAINTS on the Web

Uprto-date information about SAINTS, including a menthly
commentary, recent portfolio information and performance figures
can be found on SAINTS' page of the Managers’ website a
www.satnts-it.com.

You can also find o brief history of SAINTS, an explanation of the
effects of gearing and a flexible performance reporting tool.

If you are interested in investing directly in SAIINTS, you can da so
online. There are a number of companies offering recl fime online
dealing services - find out more on the Buying Shores section of
SAINTS" website (www.saints-it.com).
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A SAINTS web page ot www.sainis-it.com

Suggestions and Questions

Any suggestions on how communications with shareholders can be
improved are welcomed, so please contact the Baillie Gifford Client
Relations Teem [see contact details below) and give them your
suggestions. They will also be very happy to answer questions that
you may have, either about SAINTS or the plans described on page
49,

Literature in Alternative Formats

I is possible to provide copies of the literoture in alternative formats,
such as large print or on audio tape. Please contact the Baillie
Gifford Client Relations Team for more information.

Client Relations Team contact details
Telephone: 0800 027 0133

E-mail: rustenquiries@builliegifford.com
Website: hitp:/ /www.bailliegifford.com

Fax: Q131 275 3955

Client Rekstions Team
Bailiie Gifford Savings Management Limited
Callon Square, 1 Greenside Row, Edinburgh EH1 3AN

For SAINTS specific queries, please use the following contact
details:

E-mail: saints@bailliegifford.com

Wehbsite: hitp:/ /www.saints-it.com

Your ecll may be recorded for training or monitoring purposes.
Please note that Baillie Gifford is not permitted to give financial
advice. If you would like advice or if you have any questions

about the suitability of these plans for you, please ask on
autharised intermediary.




FURTHER SHAREHOLDER INFORMATION

Further Shareholder Information

How to Invest

The Compaony’s shares are traded on the Lendon Stock Exchange.
They can be bought by placing an order with a siockbraker, by
asking a professional adviser to do se, or through the Baillie Gifford
savings vehicles (see page 49). If you are interested in investing
directly in SAINTS you con do so online. There are o number of
companies offering real time online decling services — find out mare
by visiting the investment frust pages at www.bdilliegifford.com.

Sources of Further Information on the Company
The price of shares is quoted daily in the Financial Times and can
also be found on SAINTS page of the Baillie Gifford website at
www.saints-it.com, Trusinet Gt www.trustnet.co.uk and on other
tinarcial websites. Company facisheels are also available on the
Baillie Gifford website and ore updated monthly. These are
aveiloble from Boillie Gifford on request.

Dividend Dates

The table below gives the actual and anticipated quarterly dividend
dates.

The exdividend date is the date on which entitlement to receive the
net dividend is established. The recard date is the date on which
shares must be registered following purchase to receive the dividend
direct. Otherwise you will have 1o claim it from the agent through
whom you purchosed your shares. The DRIP election date is the final
date for electing to participate in the Dividend Reinvestment Plan (see
page 52 for more details) for thet dividend.

Dividend Dates for 2012

Final First  Second Third

2011 Interim *  Inferim * Interim *
Dividend announced 14/2/12 14/5/V2 26/7/12 15/11/12
Exdividend date 7/3/12 30/5/12 22/8/12 28/11/12
Record date Q/3/12 1/6/12 24/8/12 30/11/12
DRIP election date  21/3/12 8/6/12 7/9/12 &/12/12
Dividend paid 13/4/12 29/6/12 28/9/12 27/12/12
*Anficipoled dotes.

Interest

Interest is paid on the 8% Debenture Stock in April and Ocrober,

Announcement of Results and Reports

SAINTS' resulis for the half vear to 30 June will be annaunced in July
and the results for the year 1o 31 December will be announced in
mid Febryary. The Holyearly Report will be posted to shareholders
in August and the Annual Report in early March. The 2012 AGM is
being held on 5 Agril 2012.

How You are Taxed

¢ Capital As an investment rust, SAINTS pays no capital gains
tax. This means that, while assets remain invested in SAINTS,
they are managed free of such rox. However, should you decide
to sell your SAINTS shares, you may be subject to capital gains
tax.

if you held SAINTS shares on or before 31 March 1982 the
market value of the ordinary shares {adjusted for present capiial)
on that date of 33.125p will be required fer your capital geins
tax computation,

* Income The dividends you receive from your SAINTS shares are
taxed as income. If you pay tax cf the basic [20%} rate you will
have no further licbility to tax. # you pay lax at a higher rate,
you will be liable to a further amount of tax. Dividends received,
including the relevant tax credits, should be declared on your
Tax Return.

Shareholders are recommended to cansult their professioncl
adviser as to their tax position.

Share Register Enquiries

Computershare Investor Services PLC maintains the share register on
behalt of the Company. In the event of queries regarding shares
registered in your own name, please contact the Registrars on

0870 707 1282. This helpline alsa offers an outomated self-service
functionality {available 24 hours a day, 7 days a week] which
allows you to:

* hear the lotest share price;

¢ confirm your current shore holding balance;

e confirm your payment history; and

* order Change of Address, Dividend Bank Mandate and Steck

Transter forms.

By quoting the reference number on your share certificate
you can check your holding on the Registrar’s website at
www.investorcentre.co.uk.

They also offer o free, secure share management website service
which allows you to:

* view your share porfolio and see the latest market price of your
shares;

* caleulote the total market price of each shareholding;
* view price histories and frading graphs;

* regisler to receive communications fram the Company, including
the Annual Repen, in electronic format;

* update bank mandates and change addiess details;
¢ use online decling services; and

* pay dividends direcily into your overseas bank account in your
chosen local currency.

To take advantage of this service, please log in at
www.investorcentre.co.uk and enter your Shareholder Reference
Number and Company Code [this information can be found on the
last dividend voucher or your shore certificasel.
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Dividend Reinvestment Plan Analysis of Shareholders at 31 December
Computershare operate a DIvif:Iend Reinvestrr.ne.nt Plan wh.ic.h can be 2011 2011 2010 2010
used to buy odditional shares instead of receiving your dividend via

r : . . Number % Number %
cheque or into your bank account. For further information log in fo
www.investorcentre.co.uk and follow the instructions or telephone Institutions 21,070,242 159 21455964 162
0870 707 1694, Intermediaries 65,164,658 490 64,890,675 490
Electronic Proxy Votlng |nd.i\fiduo.|s 23,892,204 180 24,430,582 184
IF you hold stock in your own name you can choose to vote by Bailie Gifford
re:.lornin roxies eley;ronicc” at wwwy eproxyappointment c}::m Shore Plan/ISA 22185470 167 21,641,651 163
: hg P bz o proxyappe com- Marketmokers 363,369 03 67,071 01
IF you have any questions about this service please contact
Computershare on 0870 707 1282, 132,475,943 1000 132485943 100.0

CREST Proxy Voting

IF you are a user of the CREST system {including a CREST Personal
Member], you may appoin one or more proxies or give an
instruction o a proxy by having an oppropriate CREST message
trensmitied. For further information please refer to the CREST Manual.

SAINTS is an investment trust. Investment trusts offer
investors the following:
s patticipation in o diversified portfolic of shares;

* constont supervision by experienced professional managers; ond

s the Company is free from capital gains tox on copital profits
realised within its portfolia.

SAINTS is a UK public listed company and as such complies with
the requirements of the UK Listing Autharity. It is not authorised or
regulated by the Financial Services Authority.

Baillie Gifford Savings Management Limited [BGSA) is the ISA
Manager of the Baillie Gifford Investment Trust ISA and the Manager
of the Baillie Gifford Investment Trust Share Plan and Children’s
Savings Plan. BGSM is wholly owned by Baillie Gifford & Co. Both
are authorised and regulated by the Financial Services Authority.
Baillie Gifford only provides information about its praducts and does
not provide invesiment advice, The staff of Baillie Gifford and
SAINTS' Directors may hold shares in SAINTS and may buy or sell
such shares from fime Io time,
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NOTICE OF ANNUAL GENERAL MEETING

The Annual General Meeting of the Company will be held of the offices
of Baillie Gifford & Co, Calton Square, 1 Greenside Row, Edinburgh
EH1 3AN, on Thursday, 5 April 2012 at 11,00 am.

If you have any queries as to how to vote or how to attend the meeting,

please call us on 0800 027 0133.

Baillie Gifford may record your call,

Notice of Annual General Meeting

Notice is hereby given that the one hundred and thiryninth Annual
General Meeting of The Scattish American Investment Company
PLC. will be held within the Registered Office of the Company,
Calton Square, 1 Greenside Row, Edinburgh EH1 3AN on

Thursday, 5 April 2012 et 11,00 am. Coffee will be available ofter

the meeting and the Parifolic Manager responsible for SAINTS will
give a short presenication on the investment outiook. The following
resolutions will be proposed at the AGM:

Ordinary Business
To consider, and, if thought fit, to pass the following resclutions os
ordinary resolutions:

1. To receive and adopt the Financial Statements of the Company

for the year to 31 December 2011 with the Reports of the
Directors and of the Independent Auditors therecn.

2. To opprove the Direciors’ Remuneration Repart for the year to

31 December 2011,

To declare o final dividend.

To re-elect Sir Brian Ivery as a Director.

To re-elect The Rt Han Sir Menzies Campbell as a Director.

To reelect Eric Hagman os a Director.

N O kW

To reelect lord Kerr of Kinlochard as a Director,
To re-elect Rachel Lomax as a Director.
To te-elect Peter Moon as a Director.

0. To reappoint KPMG Audit Ple as Independent Auditors of the
Caompany to hold office until the conclusion of the next Aanucl
General Meeting at which the financial statements are loid
before the Company.,

0o ®

11, To autharise the Directars to determine the remuneraticn of the
Independeni Auditors of the Company.

12. That, in subsiitution for any existing authority, but without
prejudice o the exercise of any such authority prier to the date
hereof, the Directess of the Company be and they are hereby
generclly and unconditionally outharised in accordance with

Section 551 of the Companies Act 2006 {the *Act'] to exercise

all the powers of the Company to allot shares in the Company
and to grant righis to subseribe for or to convert any security into
shares in the Company {'Securities’) provided that such autharity
shall be limited to the allotment of shares and the grant of rights
in respect of shares with an aggregote nominal value of up to
£11,056,328, such authority to expire at the canclusion of the
next Annual General Meeting of the Company aher the passing
of this resolution or on the expiry of 15 months from the passing
of this resolution, whichever is the earlier, unless previously
revoked, varied or extended by the Company in a general
meeting, sove that the Company may cf any fime prior fo the
expiry of this autharity make an offer or enter into an agreement
which would or might require Securities 1o be allotied or granted
ahter the expiry of such authority and the Directors shall be
entifled 1o allot or grant Securities in pursuance of such an offer
or agreement as if such authority had not expired.

To consider and, if thought fis, to pass resclutions 13 and 14 os
special resolutions:

13. Thet, subject to the passing of resalution 12 abave, and in
substitutien for any existing power but without prejudice 1o the
exercise of any such power prior fo the date herecf, the
Directors of the Company be and they are hereby generally
empowered, pursuant lo Section 570 of the Companies Act
2006 (the "Act’), 1o dllot equity securities {as defined in Section
560 of the Aci), including the grant of rights to subscribe fer, or
to converl securities into ordinary shares held by the Company
as freasury shares {as defined in Section 724 of the Act) for
cash pursuant 1o the autharity given by resolution 12 above os i
Section 561{1} of the Act did not apply to any such dlleiment of
equity securities, provided that this power:

[a) expires at the conclusion of the next Annual General
Meeting of the Company ofter the passing of this resolution
or on the expiry of 15 months kom the passing of this
resolution, whichever is the earlier, sove that the Company
may, befare such expiry, make an offer or agreement
which would or might require equity securities 1o be
allotted after such expiry and the Direciors may allot equity
securities in pursuance of any such offer or agreement as if
the power conferred hereby had not expired; and
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(bl shall be limited to the aliotment of equity securities up fo on
aggregate nominal value of £3,316,898 being
approximalely 10% of the nominal value of the issued
share capiial of the Company, as at 16 February 2012.

14 Thet, in substitution for any existing autherity but without
prejudice fo the exercise of any such autharity pricr fo the date
hereof, the Company be and is hereby generally ond
uncenditionally authorised, pursuant to and in accordance with
Section 701 of the Companies Act 20006 {the "Aci’] to make
market purchases [within the meaning of Section 693{4) of the
Act] of fully paid ordinary shares of 25 pence each in the capital
of the Company ('crdinary shares') (either for retention as treasury
shares for future reissue, resale, transter or cancellation),
provided thot:

{a) the maximum oggregate number of ordinary shares hereby
authorised to be purchased is 19,888,123 being
approximately 14.99% of the issued ordinary share capital
of the Compony as ot the date of the passing of this
Resolution;

(b} the minimum price (excluding expenses) which may be paid
for each ordinary share is 25 pence;

[¢} the maximum price [excluding expenses) which may be paid
for each crdinary share shall not be more than the higher of:

lil 5 per cent above the cverage closing price on the
London Stock Exchange of en ordinory shore over the
five business days immediately preceding the date of
purchase; and

lii} the higher of the last independent frade ond the highest
current independent bid on the londen Stock Exchange;
ond

[d}  unless previously varied, revoked or renewed by the
Company in a generol meeling, the authority hereby
conferred shall expire ol the conclusion of the Company's
Annual General Meeling lo be held in respect of the
financial year ending 31 December 2012, save tha the
Compcmy may, prior to such expiry, enter info a contract
to purchase ordinary shares under such autharity which will
or might be completed or executed wholly or porily alter
the expiration of such authority and may make a purchase
of ordinary shares pursuant to any such conmract.

v order of the Board
aillie Gitfford & Co

anagers and Secrefcries @Mw Qrﬂ“—"d J.(é

March 2012
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Notes

1. As a member you are entifled to appeint & proxy or proxies to
exercise all or any of your rights o otfend, speck and vote ot the
AGM. A proxy need not be a member of the Company but must
attend the AGM fo represent you. You may appoint more than
one proxy provided each proxy is oppointed o exercise rights
attached to different shares. You con only appeint ¢ proxy using
the procedure set out in these notes and the nates to the proxy
form. You may not use any electronic oddress provided either in
this natice or any related documenis (including the circular and
proxy form] to communicate with the Company for any purpese
other than those expressly stated.

2. To be valid any proxy form or other instrument cppainting a
proxy, fogether with any power of attorney or other authority
under which it is signed or a cerified copy thereof, must be
received by post or (during normal business haurs only) by hand
at the Registrars of the Company at Computershare Investor
Services PLC, PO Box 82, The Pavilions, Bridgwater Road,
Bristol, BS@Q 6ZY or www.eproxyappointment.com no later
than 48 hours [excluding non-working days) before the time of
the meeting or any adjeumed meefing.

3. CREST members who wish to appoint a proxy or proxies through
the CREST electronic proxy appeiniment service mey do so by
using the procedures described in the CREST Manucl and/or by
logging on to the website www.euroclear.com/CREST. CREST
personal members or other CREST sponsored members, and
those CREST members who hove appointed a vating service
provider(s), should refer to their CREST sponsor or voting service
provider(s), whe will be able to take the appropriate actien en

their behalf.

4. In order for a proxy appointmert or instruction made using the
CREST service 1o be valid, the appropriate CREST message [a
‘CREST Proxy Instruction’} must be properly authenticated in
accordance with Euroclear UK & lreland limited's specifications,
and must contain the information required for such instruction, os
described in the CREST Manual. The message, regerdless of
whether it constitutes the appointment of @ proxy or is an
amendment to the instruction given 1o a previousfy appointed
proxy must, in order to be valid, be fransmitied so as to be
received by the Company's registrar (ID 3RAS0) no later than 48
hours {excluding non-working days| betore the time of the
meeting or any adjournment. For this purpose, the time of receipt
will be taken to be the time [as defermined by the fimestamp
opplied to the message by the CREST Application Host) from
which the Company's registrar is able io refrieve the message by
enquiry to CREST in the manner prescribed by CREST. After this
time any change of instructions to proxies appointed through
CREST shauld be communicated to the appointee through other
means.

NOTICE OF ANNUAL GENERAL MEETING

5. CREST members and, where applicable, their CREST sponsors,

or vating service providers should nate that Euroclear UK &
Ireland Limited does not make available special procedures in
CREST for any particular message. Nermal system timings and
limitations will, therefore, apply in refation to the input of CREST
Proxy Insfructions. It is the responsibility of the CREST member
concerned to take (or, if the CREST member is o CREST personcl
member, or spensored member, or has appointed o voting
service provider(s), to procure that his CREST sponsor or voting
service provider(s) takels)] such action as shall be necessary to
ensure that  message is kansmitied by means of the CREST
system by any particulor time. In this cannection, CREST
members and, where applicable, their CREST sponsors or voling
system providers are referred, in particulor, to those sections of
the CREST Manual conceming practical limitations of the CREST
system and timings.

. The Company may treat as invalid o CREST Proxy Insiruction in

the circumstances set cut in Regulation 35(5)(a] of the
Uncerfificated Securities Regulotions 2001.

. The return of a completed proxy form or cther instrument of proxy

will not prevent you attending the AGM and voting in person if
you wish.

. Shareholders participeting in the Baillie Gifford Investment Trust

Share Plan, Children’s Savings Flan or the Baillie Gifford
Investment Trust ISA who wish to vote and/or ctiend the meeting
must complete and refurn the enclosed reply-paid Form of
Direction.

. Pursuant to Regulation 41 of the Uncertificated Securities

Regulations 2001 and Section 311 of the Companies Act 2006
the Company specifies thot to be entifled to attend ard vote o
the Annual General Meeting {and for the purpose of the
determination by the Company of the voles they may cast),
sharehalders must be registered in the Register of Members af the
Company no later than 48 hours {excluding non-working days)
prior to the commencement of the AGM or any adjcurnead
meeting. Changes to the Register of Members after the relevant
deadline shall be disregarded in determining the rights of any
person to attend and vote o the meeting.

10.Any person to whom this notice is sent who is o person

nominated under Section 146 of the Companies Act 2006 to
enjoy information rights fa ‘Nomincted Person’) may, under an
agreement between him/her and the shareholder by whom he/
she was nominated, have a right to be appointed (or to have
scmeone else appointed) as a proxy for the Annual General
Meeting. If a Neminated Person has no such proxy appaintment
right or does not wish fo exercise if, he/she may, under any
such agreement, have a right lo give instuctions to the
shareholder os to the exercise of voting rights.
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11.The statement of the rights of shareholders in relation o the
appointment of proxies in Notes 1 and 2 above does not apply
to Nominated Persons. The rights described in thase Notes can
only be exercised by shareholders of the Company.

12.The members of the Campany may require the Company to
publish, on its website, (without payment} a statement {which is
also passed to the auditors) sefting out any matter relating to the
audit of the Company's cecounts, including the auditors’ seport
and the conduct of the audit. The Company will be required to
do 50 once it has received such requests from either members
representing at least 5% of the tatal voting rights of the Company
or af least 100 members who have a relevant right o vote end
hold shares in the Company on which there has been paid up
on overage sum per member of at least £100. Such requests
must be made in writing and must state your full name and
oddress and be sent to the Company at Calton Square,
1 Greenside Row, Edinburgh, EHT 3AN.

1 3.Information regarding the Annual General Meeting, including
informasion required by Seclion 31 1A of the Companies Act
2006, is available from the Company's page of the Managers'
website at www.saints-it.com.

14 Members have the right to ask guestions ar the meeting in
accordance with Section 319A of the Companies Act 2006.

15.As5 at 16 Febuary 2012 (being the last practicable date prior to
the publication of this notice} the Company's issued share capital
consisted of 132,675,943 ordinary shares, carrying one vote
each. Therefore, the total voting rights in the Company as at
16 February 2012 were 132,675,943 votes.

16.Any person halding 3% or mere of the total voting rights of the
Company who appaints a person other than the Chairman of the
meeting as his proxy will need to ensure that both he and his
proxy complies with their respective disclosure obligations under
the UX Disclosure and Transparency Rules,

17 .No Director has a contract of service with the Compeny.
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