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Change of name, objective and investment policy

Durng the year ended 31 December 2013, the Company changed its name to Asian Total Return Investment Company plc and, with
effect from the close of business on 15 March 2013, appointed a new Investment Manager (“Schroders” or “the Manager”), and changed

its objective and investment policy to those shown below

On 27 March 2013, 74,081,140 of the Company's ordinary shares were repurchased by the Company following a tender offer Of thess,

62,977,469 shares were cancelled and 11,113,671 were transferred to Treasury

Obiective

Asian Total Return Investment Company plc seeks to provide a high rate of total return through investment in equities and equity related
secunties of companies trading in the Asia Pacific region (excluding Japan) The Company seeks to offer a degree of capital preservation

through tactical use of derivative instruments

Investment policy

The Company will invest principally n a diversified portfolto of 40-65 companies operating prmanty in Asia, including Australasia but
excluding Japan It 1s intended that the Company will have a bias to investing in small and mid cap companies

Investments may be made n companies listed on the stock markets of countries located in the region and/or listed elsewhere but
contralled from within the region and/or with a matenal exposure to the region The Company will fogus on investing In comparnies with
sound balance shests, professional management and capital alocation policies that are aligned with the interests of minonity shareholders

The use of derwvatives to protect the capital value of the portfolio or for efficient portfolio management is fundamental to the strategy of the
Company’s Portfolo Managers Such denvatives may include listed futures, call options, long puts, OTC instruments and mstruments to
hedge currency exposure The Board will moniter the effectiveness of the underlying process and the use of dervatives

In order to obtain further exposure to equity indices or individual stocks, the Company may enter into contracts for difference where the
underlying investments are not delivered and settlement 1s made 1n cash In extrame circumstances, and subject to Board approval, the
majority, or even all, of the Company's assets could be held in cash or near cash instruments, with appropriate diversification of cash held

on depostit

The Company may use geanng to enhance performance but net geanng will not exceed 30% of net assat value

The Company does not tie its portfelio construction to the constituents of any benchmark, instead, the size of stock positions are set on

an absolute basis reflecting where the best potential nsk adjusted returns are to be found

Investment Management

With effect from 15 March 2013, Schroder Investment Management Limited has been the Manager and Company Secretary The current
terms of appointment are given In the Report of the Directors on page 20 Prior to that date, the Manager was Henderson Global

Investers Limited and the Company Secretary was Henderson Secretanal Services Limited

Advisers

Investment Manager and

Company Secretary

Schroder Investment Management Limited
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London EC2V 7QA

Registered Office
31 Gresham Street
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Level 20, ANZ Centre

23-29 Albert Centre

PO Box 5333

Auckland, New Zeatand

New Zealand Registrars
Computershare Investor Services Limited
PO Box 92119
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Auckland 1142, New Zealand

Independent Auditors
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Asian Total Return Investment Company plc

Financial Highlights

2013 2012

Total returns (including dividends remvested) for the year ended 31 December

Net asset value (“NAV”) per share' (8 4)% 221%

Share pnce’ (34)% 237%

Reference Index? (16)% 17 3%

Peer group NAY per shara® 17% 19 0%

% Change
Shareholders’ funds, NAV per share, share price and share price discount
at 31 December

Sharehclders' funds (£'000) 135,240 298,076 (54 6)

Shares in 1ssue, excluding shares held in Treasury 74,381,141 148,182,281 {49 8)

NAV per shara 181 8p 201 2p {9 6)

Share pnce 176 Op 185 0p {49

Share pnce discount to NAY per share 32% 81%

Revenue for the year ended 31 December

Net revenue return after taxation (£°000) 1,793 4,526 (80 4)

Revenue return per share 198p 292p (32 2)

Dmdends per share 325p 325p -

Geanng/(net cash)* (1 4)% 0 2%

Ongoing Charges® 07% 09%
Ten Year Financial Record
At 31 December 2004" 2005 2006 2007 2008 2009 2010 2011 2012 2013
Shareholders’ funds {£'000) 170,911 213,952 248987 312560 181,687 290,451 357,570 269,417 298,076 135240
NAV per share (pence) 885 114 8 1355 1835 1125 1799 2215 1875 2012 1818
Share price (pence) 768 995 1220 1613 1010 1655 207 3 1523 1850 176 0
Geanng/{net cash) (%) 50 08 95 148 85 78 141 41 02 4
Year ended 31 December
Net revenue after taxation (£'000) 2,873 3,653 2,657 3.904 3,976 3517 5,372 5,760 4,526 1,793
Net revenue return per share {pence) 145 192 138 218 241 218 333 357 292 198
Dividends per share {pence) 140 185 130 200 240 190 290 325 325 325
Ongoing Charges {%})° 13 12 09 09 05 0g 09 0B 09 07
Performance’ 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
NAV per share totat return® 1000 886 1301 1570 214 4 1319 2156 268 2 2058 2512 2302
Share pnce total return 1000 913 1204 18502 2006 127 6 2143 263 5 2026 2507 242 2
Reference Index total return? 1000 1098 1515 177 4 2451 162 1 2490 308 0 257 3 301 ¢ 296 9

Peer group NAV per share total retum® 1000 1089 147 9 1754 2434 1511 2406 3053 258 2 307 5 3i26

Source Mormingstar

“Source Thomson Financial Datastream With effect from 15 March 2013, the Reference Index has been the MSCI AC Asia Pacific ex-Japan Index (stering adjusted)
Prior to that date it was the MSCI Asia ex-Japan Index (stering adjusted) The curment year performance therefore compnsas the cumulatve performance of both of thase
indices over ther respective parts of the year

*Source Momingstar The performance of a group of nine Ivestment trust peers (anthmetic average)

“Borowings used for mvestment purposes less cash expressed as a percentage of net assets |f the amount so calculated 13 negative this 1s shown as a "net cash”
postion

*Ongoing Charges represents the management fee and all other operating expenses excluding finance costs expressed as a percentage of the average daly net asset
values dunrng the year The figures for 2011 and pnor years represent the expenses calculated as above expressed as a percentage of the average opening and closing
net asset values in the year

fThe results for the year ended 31 Decernber 2004 have been restated, where necessary, In accordance with Financial Reporting Standards 21 25 and 26

"Source Mormningstar/Thornson Financial Datastreamn Rebased 1o 100 at 21 December 2003

*Calculated using caprtal net asset values plus INcome reinvested for the penod to 31 December 2008 and cum income net asset values plus Income reinvested
thereafter
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Chairman’s Statement

The change in your Company's Investment Manager at the end of the first quarter of 2013 was largely predicated on the
strategy followed by tha chosen Portfolio Managers, which is focused on absofute return This should, in normal markeat
conditions, lead 1o a protection of caprtal in faling markets, and may result In underperformance In rapidly nsing markets

Thus, 1t 1s disappointing to report that your Company’s share price total return fell by 3 4%, and the NAV total return by
8 4% n 2013, whilst the Reference Index {stering adjusted) fell by 1 8% and the peer group returned on average 1 7%

Performance
The underperformance was largely the result of a confluence of factors Impacting markets, stock selection and the
hedging strategy, as well as the adjustment of the portfolio dunng the transihion

These factors are explained in more detal in the Portfolio Managers’ Review

Despite the disappointing overall performance of the pertfolio since the middie of the year, your Board remains satisfied
that the investment strategy employed by your Portfolio Managers 1s unigue in the sector The strategy 1= well defined,
supported by a research network and Infrastructure across the region, and 1s understood by both investers and analysts
alike It 1s your Board's contention that this strategy will pay off for iInvestors in the Company over the longer term

Indeed, partly as a reflection of the excellent long term track record of the open ended vehicle managed by your Portfolio
Managers, and partly due to the marketability of your Company's amended investment strategy, the year under review
actually saw a re-rating of the Company's share price As a result, the net asset value (NAV) discount narrowed from 8 1%
at the start of the year to 3 2% by the year end

Share 1ssuance and buy-backs

Thus narrowing of the discount meant that your Company's shares remain amongst the best rated shares in the peer
group Earlier n the year, a 1otal of 290,000 shares were 1ssued from Treasury as the shares traded at a premium to net
asset vaiue

The Board agreed at the tme of the tender to target a discount of no rmore than 9% over the 'ong term, but, in view cf the
re-rating of the sharg price since March, It was subsequently decided to target a much tighter discount level nearer 5%
during the year The average discount since the change in Investment Manager has been 1 6% and the Board continues to
be committed to active management of the discount and/ar premium

Since the share price moved back from a premium to a discount in the second half of the year, a total of 250,000 shares
were purchased by the Company after the year end, to be held in Treasury Further details of the discount policy may be
tound in the Strategic Report

Dividend

The Board indicated earlier in the year that, whiist total return remained the focus for the mew investment strategy, the yield
to be generated by the strategy was less certain and would, in all Iikellhcod, represent a lower contnbutor to total return
than in the past Indeed, the revenue generated during the year decreased from 2 92p per share to 1 98p per share
Notwithstanding 1his, the Board has decided to declare an unchanged dividend of 3 25p per share, utiisng revenue
reserves brought forward, to fund the uncovered portion of the payment This will be payable as an interm dvidend on

4 April 2014 to shareholders on the register on 21 March 2014

Shareholders should note that this level of dividend does not necessanly provide an indication of future dividend payments

Fees and expenses

As a result of the six month management fee holiday following the change of Investrment Manager, along with the reduction
In size of the Company, management fees for the year totalled £835,000 compared with £1 84m in 2012 Accordingly,
Ongaing Charges represented only 0 7% of funds under management compared with an averags for the peer group of
11%

Whilst, traditionally, Investment trusts have had a cost advantage over open ended vehicles, following implementation of
the Retail Distnbution Review last year, open ended management fees are being reduced significantly, thereby eroding
Investment trusts’ advantage This 1s something that the Board will keep under review, particularly as the Company's
Ongoing Charges will nse in 2014 fallowing the fee holiday in 2013

Board refreshment

The Board continues to consider its composition, balance and diversity alongside its lenger term refreshment and
succession policy As a result of recent discussions, and in the light of the reduction in the size of the Company, your
Board congiders that 1t would be more approprate for the Board to comprise five non executive Directors rather than six
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Chairman’s Statement

The Board has, therefore, agreed that Struan Robertson will retire at the Annual General Meeting and will not seek re-
election as a Director of your Company

| would like 1o take this opportunity, on behalf of the Board, to thank Mr Robertson for his invaluable contnbution, in
particular for his dedicat:on to the discussions and negotiations in the run up to the change in Investment Manager last
year Mr Roberison’s role as Senior Independent Director will be taken by Christopher Keljk after the Annual General
Meeting

In addition, at least one additional long-serving Director will retire at the 2015 Annual General Meeting The process to
identify new Directors has commenced and an external agency has been engaged for this purpose

Regulatory environment

The Alternative Investment Fund Manager Directive (AIFMD) 1s a European Union Directive which creates a European wide
framework for the regulation of all ‘alternative mvestment managers’ We have a one year transitional penod in which to
comply with the Directive Following considerable debate amongst the Board as to whether the Company should be the
AIFM, it has been agreed that a Schroders Group company will act as the Company's AIFM at no additional cost 1o the
Company However, the Directive also requires that the Company, in conjunction with the AIFM, appaints a depositary
HSBC will be appointad In this role, but the provision of depasitary services will come at an additional cost to those
incurred for HSBC's custodian services

Annual General Meeting

The Annual General Mesting will be held at 12 30 p m on Wednesday 30 Apnl, 2014 at 31 Gresham Street, Londcn,
EC2V 7QA, the offices of Schroders One of the Portfolio Managers will attend to give a presentation on the prospects for
Asia and the Company’s investment strategy The Annua! General Meeting will be followed by a buffet lunch

Outlook

Whilst there are signs that economic growth in the developed economies is set to be stronger in 2014 than in 2013, there
are stll significant risks to growth and to the outiook for stock markets There s Iittle evidence that the experiment of
quantitative easing by the major economies has done anything much more than provide a boost to asset prices, whilst
fiscal austenty programmes in a number of countries, particularly the EU penphery, have resulted in extremely fugh levels of
unemployment Government debt ievels in the US, Japan, the EU and UK have hardly been impacted, and the banking
system in Europe remains fragile

Equity markets in the developed countnes performed extremely well last year, but this was largely as a result of multiple
expansicn and If earnings do not grow n the coming year, there 1s significant scope for disappaintment  Any setback in
this respect, particularly in the US, will almost certainly affect markets in the Asian region

Meanwhile, concerns over the outlook for emerging economies, particulary those with weak external balances, are
prebably well placed But with the exception of India and Indonesia, there seems Iiftle reason for countnes in the region to
be mpacted Nevertheless, sentiment towards emerging markets as an asset class has waned as investors worry about
the impact of tapening in the US, whilst worries also remain about 1ssues of economic adjustment and fower growth in
China

However, your Portfolio Managers are actually becoming more positive on the outlook for China, given the comrritment of
China's new political regime to structural reform The indiscniminate sell off across all markets in the region has thrown up
some Interesting opportunities to pick up quality stocks at depressed levels All in all, your Board expects that whilst there
may continue 1o be volatile pencds in mark; the prospects are In place for better performance from Asian
markets than in 2013

David Robins
Charrman

13 March 2014




Portfolio Managers’ Review

Market background

Global markets started 2013 on a positive note, raliying
after US lawmakers decided not to push the US
economy over the fiscal ciff Optimism remaned
buoyant aver the first quarter as upbeat economic data
and supportive central bank policies boosted investor
confidence Much of that optimism, however, started to
dissipate as concerns over US monetary and fiscal
palicy resurfaced, exacerbated by an inconclusive
Italian election and a batlout for Cyprus Wornes over
China and global growth further weighed on sentiment
As a result, Asian markets were mostly directionless
over the first few months of 2013 with the more cyclhical
North Asian markets {China, Hong Kong, Korea and
Taiwan) dnfting lower on thin volumes whilst the more
domestically focused ASEAN markets outperformed

Asian Total Return Investment Company plc

2013 market movements

MSCIi Indices Local currency %  Sterling %
Australa 1657 -21
China 04 -15
Hong Kong 81 61
India 69 70
Indonesia 53 264
Korea 16 12
Malaysia 16 22
New Zealand 64 42
Philippines 34 61
Singapore 15 -36
Tawan 94 48
Thailland -107 -185
Reference Index N/A -16%

Source MSCI, net incorne renvested The Company's Reference Index Is

chan-linked

An early second quarter rally In Asian markets was short-lived as fears over the likely effect of scaling back of US
quantitative easing sparked a sharp selt-off in June The realisation that Abenormics was unlikely instantly to energise
Japan, coupled with tighter lquidity conditions and weak data from China, further dampened mnvestor sentiment

Following the sell-off, Asian markets staged a rebound In the third quarter as confidence m the recovery of the US
economy rose, and as worrigs of a hard landing in China eased Notably, cyclical markets and stocks staged the
sharpest rebound, with China, Korea and Australia leading gans ASEAN and more domestically focused stocks
lagged, with India and Indonesia being the worst performers in US dollar terms as therr currencies depreciated

Performance analysis

Schroders started managing the portfolio on 15 March 2013, using the subsequent two weeks to sell assets to fund
the tender and to change the remaining holdings onto the new mandate The portfolio's performance over the

ramaining nine months of the year 1s shown in the
adjacent table

The dispersion In performance between Deveioped
Asia and Emerging Asian markets widened in the
fourth quarter as investors rotated into North Asia on
hopes of a cyclical recovery in global growth China
outperformed on the back of improving
macroeconomic data, while export-dependent
economies (Korea and Tawan) rose on optimism over
a pick-up in exports N contrast, Indonesia, Thaland
and the Philippines all witnessed sell-offs as currency
weakness, coupled with domestic growth and political
concerns, fuelled capital outflows Wornes over capital
fight then triggered a mini-pamic as parallels with the
Astan financial cnsis of 1997/98 were drawn

Overall, the Reference Index fell 1 6% in Sterling terms
over the year The contrast between developed
markets and underperforming emerging markets was
sharp, as was the performance within Asia with
Australia, Tawan and Korea sharply ocutperforrming the
weaker ASEAN markets

Nine month performance attnbution (31 March 2013 —
31 December 2013) (Sterling %)

Contnbution
to retumms Comments

Australia -10 Newcrest Mining

China 25 Wuxi Pharmatech, China Lodgng,
Shenzhou Intl

Hong Kong ~27 Jardine Strategic/Matheson, Swire
Properties HKland

India ~13 Axis Bank, Shnram Transpert Finance

Indonesia ~22 Bank Mandin, Sumber Alfana Tnjaya

Korea 07

Malaysia 01

Phippines ~15 Ayalaland, GMA Hoidings

Singapore ~-10 Jardine Cycle and Carnage, UOL
Group

Tawan 00

Thaland -26 Kaskornbank, Hemara) Land & Dav,
Land & Houses

COthers 00 LVWH

Dearvatves -2 2 Puts on regional market Indices

Currency forwards 05  Hedging the Australran dollar exposurs

Cash 02

Fees/cosis -05 Raduced by 6 months fes holiday

Residual 02

Total retumn -114

Source Schroders
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Portfolio Managers’ Review

Performance
The NAV fell 8 4% over the year, compared to a decling in the chan-linked Reference Index of 1 6%

From the end of March, following Schroders' appointment as Investment Manager, the NAV declined 11 4% to the
end of December 2013, underperforming the Reference Index which fell 7 0% over the same penod Holdings in
Hong Kong, Thalland and Indonesia were the main contnbutors to the negative performance By camparison
selection in Chinese secunties was supportive

Performance in Hong Kong was largely weighed down by the exposure to the Jardings group, namely Jardine
Matheson, Jardine Strategic and Hongkong Land, which declined on concerns aver Indonesian Ruptah weakness
and a slower earnings growth outlook Interest rate sensitive stocks, including Swire Properties and Sun Hung Kai
Properties, also came under pressure due to concerns over interest rate volatility and a softer outiook for the Hong
Kong property market

In Thaland and Indonesia, much of the negative performance was driven by the sell-off In ASEAN stocks on fears of
alooming cnsis Political unrest In Thaland exacerbated the negative sentment and stock selection across ASEAN
detracted from the Company's performance In Thaland, Kasikornbank was the largest detractor as concerns over
a weak loan growth outlook amidst slowing economic momentum and potential delays in infrastructure investrment
waighed on the stock In Indonesia, Bank Mandin came under pressure as slowing growth and macroeconomic
headwinds led to a sharp sell off

Stock selection in China helped to offset some of the negative returns  Healthcare stocks such as Wuxi
Pharmaceutical and Sino Biopharmaceutical were helped by strong corporate results China Lodging Group, a
budgst hotel chain, was another consistent outperformer on the back of Improving margins and the continued rapid
roll out of its budget hotel brands

Our caprtal protection policies did not work as well as hoped The Company hald put options to provide protection
agamnst global macro nsks These puts were mostly on the hquid North Asian markets and Australia With the
second half market falls mostly in the smaller ASEAN markets and Indta, where no iquid puts are avallable, it was
impossible to hedge aganst market weakness On a more positive note, the Australian dollar hedge was profitable
and, with put prces relatively low, there was only a small drag on performance from the hedgng strategies

Principal £ Retum  Contnibution to Pnincipal £ Return  Contribution to
contributors {%) return (%) detractors {%a) return {%)
Wuxi Pharmatech 1048 16 Kasikornbank -380 -13
China Lodging Group 697 10 Jardine Strategic -257 -12
Wirg Hang Bank 46 5 06 Bank Mandin -415 -11
Johnson Electne 216 05 Jardine Matheson 258 -10
Shenzhou International 279 04 Swire Properties -332 08
Source Schroders Source Schroders
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Portfolio Managers’ Review

Principal contnbutors (Source of Charts Bloomberg)

WuXa PharmaTech s the largest China-based Contract Research Organisation
for phamaceutical, biotechnology and medical dewvice research and development
with operations in China and the US The company has delivered solid resuits
over the penod on the back of strong fundamentals and improving profitabtlity in
its biologics division It is looking to strengthen its leadership position within the
CRO industry with strong momentum expected across its business lines Its new
businesses, including toxicology, biologic testing and clinical capabilties, are
expected to be ramped up which will position WUXi for long term growth

China Lodging Group 13 a leading and fast-growing economy hotel chain based
in China which adopts a combination of “lease-and-operate” and *“franchise-and-
manage” models The stock price appreciated on strong growth from its franchise
business and continued cost saving efforts The outlook for China Ladging 1s
positive as leisure travel demand 1s expected to remain robust and as the
company seeks to diversify into developing mid-tier hotels

Wing Hang Bank is one of the largest hsted banks in Hong Kong prowviding a
wide range of banking services through a network of 43 branches domestically
The share price ralled sharply n September following the announcement of
takeover interest and at the time of writing was In exclusive negotiation with
Singapore's OCBC Bank We believe that the Hong Kong banking industry 1s ripe
for a long-term consolidation and Wing Hang Bank presents an attractive
acquisition opportunity

Johnson Electric 1s the world's second largest independent electrnic micro-motor
manufacturer The share pnce accelerated on improving global auto demand
which led to stronger than expected margin expansion The demand for autos 1s
expected to reman positive in the long term and with relatively berugn
competition, this presents opportunities for the company

Shenzhou Intermational Group Is a textle company in China producing
casualwear and sportswear The share price ganed on a strong set of results The
company Is looking to make changes to its product mix which 1s expected to lead
to an expansion in Its gross margins




Asian Total Return Investment Company plc

Portfolio Managers’ Review

Principal detractors (Socurce of Charts Bloomberg)

Kasikornbank i1s one of the largest banks in Thalland The share price came
under pressure on a weak outlook for the domestic banking industry and was
impacted by the broader de-risking across the region on concerns of US tapering
Palitical stalemate further weighed on performance The bank's fundamentals and
carporate governance however remam sound and in the long term Kasikornbank
remains our preferred pick within Thailand’s banking ndustry

Jardine Strategic 1s a holding company with its pnncipat interests in Jarding
Matheson, Hongkong Land, Dary Farm, Mandann Onental, Jardine Cycle &
Carmage and Astra International The share pnce was weighed down by concerns
over a weaker earnings growth outlook for Astra International amidst a more
challenging macroeconomic backdrop in Indonesia in the long term, the
company's fundamentals remain intact and the company remains a favoured
defensive play In the region

Bank Mandiri I1s the largest state-owned bank in Indonesia The share price
retreated as a broad decline in nsk appetite fuelled foraign capital outflows from
the regon  Slowing economic growth in indonesia further depressed
performance Within Indonesia’s banking industry, Bank Mandin remains better
posttioned than its peers given the headwinds to growth and from a corporate
governance perspective

Jardine Matheson s one of Hong Kong's largest conglomerates The share
price was werghed down by negative sentiment over Indonesian Rupiah
weakness which impacted its Indonesia business (Astra International) as well as a
slower earnings growth outlook In the long term, Jardine Matheson remains a
favoured defensive play in the region

Swire Properties develops mixed-use commercial properties in Hong Kong and
China The share pnce declined on concerns over interest rate volatiity and a
softer outlook for the domestic property market However, we remain invested as
the company’s fundamentals reman solid and the stock continues to offer upsids
to farr value
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Portfolio Managers' Review

Portfolio positioning and key transactions

Transactions during the year were dominated by the sales in March to fund the tender, and changing the portfolic to
fit the new mandate The inihal posiioning focused on pockets of opportunities In Hong Kong and Singapore
property stocks as well as banks, retall, construction and conglomerates in ASEAN It also favoured cash flow-
generative industnal companies isted in Singapore, Hong Kong and Australia

Apart from the new holdings, there were two structural changes to the portfalie, in line with the new policy agreed at
the Company's General Mesting in March 2013

The first was the inclusion of a number of Asian small and midcap companies, such ag Zee Entertanment (media
company), International Housewaras (household goods retaler), Ace Hardware (commercial and industrial supplies),
Semen Indonesia {cement), Emperador {oeverages), Thai Stanley Electric Public (automotive bulbs) and Phoenix
Milis {property developer} which was retained from the inhented portfolio

Secondly, equity market darivatives and exchange rate forwards were used, with the goal of protecting part of the
portfolio’s value Put options were bought on the S&P ASX 200 Index, Hang Seng Index, KOSPI 200 and Tawan
Stock Exchange Index to hedge cyclical nisks in the portfolio as the costs of capital protection were also cheap We
also hedged most of the Australian dollar exposure as we were cautious on the outlook for the Australian econamy

Top 10 positions
The following tables show the top 10 positions at 31 March 2013 and at the year end

As at As at

31 March 31 December

2013 2013

Top 10 stocks (% of portfoho) Top 10 stocks (% of portfolio)
Jardine Strategic 42 Jardine Strategic 39
Bank Mandin 37 Hyunda Motor 33
Jardine Matheson 36 Tawan Semiconductor Manufacturnng 33
Brambles 29 Jardine Mathescn 33
AlA Group 28 Wuxi Pharmatech 33
Hyundal Motor 28 AlA Group 32
Sun Hung Kal Properties 27 Brambles 31
Tawan Ssmiconductor Manufacturing 25 Techtronics Industries 29
HSBC Holdings 25 Keppel Corporation 28
Kasikornbank 25 Kasikornbank 25

Source Schroders Scurce Schreders

After the inthal transition of the portfolio, we took the opportunity to add to ASEAN domestic stocks, property
securities in Hong Kong and Singapore, and cash flow-generating industrals on weakness In Hong Kong, we
added to real estate developer Hysan Development and industnal stock Hutchison Whampoa We also bought
power tool manufacturer Techtronic Industnes as well as selected healthcare stocks We built positions in Apollo
Hospital in India along with China Shineway Pharmaceutical and Mindray Medical in China

The charts on page 10 show the geographical and sector weights of the portfolio, after the initial transition of the
portfolo (31 March 2013) and as at 31 December 2013 At the start of that period, cash levels were higher than
normal as the portfolio was still being transitioned to the new strategy
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Geographical Analysis

Source Schroders

Sector Distribution

Source Schroders

Investment trends and outlook

Whilst we are not negative on the global growth outlook, we think recovery expectations are too high, espeaially in
Europe and Japan The US economy looks in better shape but market valuations are excessive and are being
artficially boosted by share buybacks Given refative valuations and stock market performance, we think the
consensus view that developed markets are a buy and Astan markets a sell 1s wrong We anticipate that tapenng
and inflatron worres are at a crescendo and will dissipate this year

Asian econormies are financially in good shape, such that a financial cnisis resutting from interest rate normalisation 1s
unhkely, unless policy mistakes are made We also think the world 1s profoundly deflationary and thus interest rate
normalisation is likely to be gradual Astan markets overall, however, are not cheap North Asian markets in
particular offer Iittle value, with low headiine market multiples masking the fact that those companies with sound
long term prospects are in the man expensive

We cumrently find better value in indvidual Thal, Philippine, Hong Kong, Indian, Tawanese and Australian stocks
Within ASEAN, we favour Thaland and the Philippines for structural reasons In Thaland we can find relatively high
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quality companies, and geographically Thailand 1s at the centre of what we consider 1s probably the most interesting
region n Asma {(Laos, Vietnam, Myanmar and Cambod:a - or LYMC)

For the Philippines the story 1s simpler and now perhaps better understood and we would admit increasingly
reflected in stockmarket valuations The Philippines has lagged the rest of the region for most of the last 30 years,
basically suniving on overseas workers' remittances Cleaner government and a huge boom in call centres and
relatively low end business processing and senices, however, are now Invigorating the economy Investment is
finally taking off from a low base and a whole new lower middle class is being generated by the BPO industry and
the continuing boom In overseas remittances The Philppines has significant potential and we think we are only at
the beginning of a catch up phase We are not adding to Philppine positions at current levels but would use pull
backs to accumulate favoured names exposed to the domestic economy

Elsewhare, we continue to like healthcare stocks in China, India and Thaland given ageing populations and
increased government healthcare funding in China and Thaland In Australia, we hold overseas focused companies
in niche sectors with strong secular growth We selectively Iike information Technology companies in Tawan and
India that have exposure to the trends of data mobility, automation, contral equipment, connectivity, softwara design
and implementation In Hong Kong, we continue to favour selected property stocks, which at 50% discounts to
NAVs are at stressed vatuation levels We continue to avord state owned enterprises and low-end manufacturers of
genenc praducts ke PCs and handsets We remain cautious about Asian consumer staples, utiities and telecom
stocks due to high valuations and Australian banks, consumer and property stocks due to concerns about the
Australian domestic economy

We maintain hedges {via put options) on the portfolio due to the matenal nsks, with the outtook for China the key to
our decision on hedging policies and whether to turn more bullish A panic sell off In Asian stockmarkets resulting
from the announcement of large scale bad debts and slower GDP growth in China, both of which could be an
mewtable consequence of the Chinese authorities genuinely undertaking reforms to rebalance the economy, would
be likely to turn us bullish Rebalancing in China should ultimately lead to better stockmarket returns both in China
and the Asian region generally

Robin Parbrook, King Fuel Lee
Schroder Investment Management Limited

13 March 2014
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Investment Portfolio

As at 31 December 2013

Stocks in bold are the 20 largest investments, which by value account for 52 7% of the total portfolio

£'000 Y £'000 Yo
AUSTRALIA MALAYSIA
Amcor 2,127 16 Astro Malaysia Holdings 1,291 10
BHP Biliton 1,295 10 TOTAL MALAYSIA 1,201 10
Brambles 4,123 31 PHILIPPINES
Recall Australia 761 06 Alliance Giobal 1,665 12
Resmed 2,259 17 Ayala Land 2,533 19
Rio Tinto 1,757 13 Emperador 1,412 10
TOTAL AUSTRALIA 12,322 93 GMA Network 1,548 12
CHINA GT Capital Hoidings 2,516 19
China Lodging Group' 3,248 24 RFM Corporation 1,548 12
Mindray Medical' 1,673 13 TOTAL PHILIPPINES 11,220 84
Minth 1,814 14 SINGAPORE
Shenzou International 2,854 21 Great Eastern Holding 1,621 12
Wuxy Pharmatech’ 4,372 33 Keppel Corporation 3,659 28
TOTAL CHINA 13,961 105 UOL Group 1,445 11
HONG KONG TOTAL SINGAPORE 6,725 51
AAC Technologies 1,596 12 TAIWAN
AlA Group 4,255 32 Delta Elt Industnal 999 oF:)
Cheung Kong 1,421 11 Giant Manufacturing 2,577 19
Chow Sang Sang Holgings 2,358 18 Mediatek 1,122 08
Hongkang Land? 2,600 20 Radiant Cpto Electronics 1,345 10
HSBC 1,940 14 Taiwan Semiconductor Manufacturing 4,429 33
Hutchison Whampoa 2,571 19 TOTAL TAIWAN 10,472 78
Hysan Davelopment 2,286 17 THAILAND
Internatiocnal Housewares Retail 2,134 16 Hemarg) Land & Davelopment 1,803 14
Jardine Matheson? 4,396 33 Kasikornbank 3,258 25
Jardine Strategic? 5,207 a9 Land & Houses 1,447 11
Johnson Electnc Holding 3,046 23 Tha Staniey Blectric 203 02
Sino Biopharmaceutical 742 05 TOTAL THAILAND 6,801 52
Swire Properties 3,028 23 OTHER
Techtronic Industries 3,886 29 LVMHE 2212 17
Wing Hang Bank 2,633 20 TOTAL OTHER 2212 17
TOTAL HONG KONG 44,100 331 TOTAL INVESTMENTS 132,609 998
INDIA OPTIONS
Eredene Capttal® 88 01 KOSPI 200 Put Opticn 262 5 March 2014 47 -
Infosys' 2,234 17 Hang Seng Put Option 23000 February 2014 a3 01
Apollo Hosprtals Enterpnse (JPM) 07/11/17* 2,601 19 Hang Seng Put Option 23800 January 2014 85 01
Phoenx Mills {(Marrll Lyneh) 18/05/18° 529 04 8&P/ASX 200 Put Option 5075 February 2014 17 -
Phoenix Mills {Marnll Lynch) 18/06/18¢ 1,227 09 S&P/ASX 200 Put Option 5100 February 2014 14 -
Zao Entaertainment Enterpnses (JPM) 20/03/17* 2,239 17 S&P/ASX 200 Put Option 5350 January 2014 24 -
TOTAL INDIA 8,918 67 TWSE Put Option 8300 February 2014 26 -
INDONESIA TWSE Put Option 8400 January 2014 4 —
Bark Mandin 2,465 19 TOTAL OPTIONS® 310 02
Bark Parmata 404 03 TOTAL INVESTMENTS AND GPTIONS 132,919 100.0
Semen Indonesia Perserc 1,266 10
Sumber Alfana Trjaya 733 05
TOTAL INDONESIA 4,868 37
KOREA
Halla Visteon Climate Control 2,239 17
Hyundai Motor 4,436 33
Samsung Electronics 3,044 23
TOTAL KOREA 9,719 73

‘Listed in the LSA
Listed in Singapore
*Listed in the UK, on AIM
‘Participatory notes
*Listed in France

The combined effect of the options gives downside pratection to 8 1% of total investments

Investments are ¢lassfied by the nvestment manager in the country of thew main business operabons
With the excepton of the options and participatory notes shown above, all other investments are equites
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Strategic Report

Introduction

The Strategic Report contains a review of the Company's business including the business model, the pnncipal nsks and
uncertainties it faces, Board evarsight and the Company’s future development An analysis of its performance dunng the
financial year has been covered in the Portfolio Managers' Review

Investment objective and policy
The Company’s tnvestment objective and policy are set out on the inside front cover of this Annual Report

Strategy/investment approach

The Company's intent and strategy Is to provide investors with exposurs 10 a diverse range (40 to 65) of quality, well
managed companies whose success, profitability, shareholder focus and shareholder returns come from the enormous
potential of North and South East Asia, India and Australasia (“the region”) and to do so with a degree of capital protection
over tha full market cycle as well as participation in ohe of the woarld's most dynamic and changing regions The Company
Invests principally In equity and equity related secunties of companies operating primantly in the region, wherever they may
be listed, with a bias towards small and mid cap companies With the use of quanttative models, a top-down averlay to
stock selection enables the strategic and a tactcal use of denvatives (pnncipally futures and options on markets and
forwards on currencies) so as to reduce volatiity and offer a degree of capital preservation The Company may significantly
disinvest from markets and hold high levels of cash The overall objectve I1s to secure a high rate of total return (capital
growth plus dwvidend income) with less volatiity than the Company's investing peer group

The Company's recently appointed Portfolio Managers have achieved strong nisk adjusted absolute returns over the last

7 years by operating a smilar approach to stock selection in an open ended vehicle This 1s undertaken by fundamental,
bottom up analysis and 1s not constrained by the constituents of any benchmark The portfolio Is therefare constructed on
an absolute basis from the Portfolie Managers” view of the best potential nsk adjusted returns and this has been the current
Portfolilo Managers' consistent approach over the life of this strategy

Whilst the Company's objective of total return remamns much as it has been in the past, the strategy for ris achievernent
changed when the Company appointed Schroders as ts Manager in place of Henderson Global Investors Limited
(*Henderson”} (see the Report of the Directors) In changing Managers the Board selected Portfolio Managers, Robin
Parbrock iIn Hong Kong and King Fuei Lee tn Singapore, who have worked together for more than 10 years, have an
outstanding track record and brought the following three impartant refinements to the Compary’s investment strategy

(a) up to 40% of the portfolio 1s Intended to be invested In small to mid cap companies,
{b) whenever practical, hedging will be applied as an overtay to stock selection to provide downside protection, and

{c} gwdance on geanng and de-geanng the portfolio 1s provided by a range of bottom-up market and price indicators
The Portfolo Managers are free to exit markets and go into cash or cash equivalents if they judge markets to be over
priced or on the point of collapse

Business model
The Company's business modal may be demonstrated by the diagram below
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The process of portfolic construction is ilustrated by the following diagram

investment process — an overview

Source Schroders

The above 15 for illustrative purposas only

The Portfolio Managers seek fundamental value by bottom-up analysis of companies that look Iikely to grow shareholder
value in the long term For this they have the support of 29 analysts in the region The Portfolio Managers' contention,
which the Board supports, I1s that Asian markets are not efficient, are subject to rrational sentiments and many of the best
investment ideas are not well researched Therr analysis seeks to identify stocks valued by the market at less than the
Portfolio Managers’ assessment of fair value but, In making that assessment, both quality of earnings and guality and
integnty of management are critical Investments must also consistently earn a higher return than their weighted average
cost of capital and demonstrably grow shareholder value For the latter reason, your Company has baeen reluctant to invest
In state owned enterprises The Pertfollo Managers have wide scope In stock selection and they are not constrained by
benchmark compoesition, geographic or sector allocation — although diversity Is a strong element of risk management They
have freedom to Increase market exposure by bank borrowing and the use of contracts for difference The Company may
use geanng up to 30% of net asset value and the Pertfolio Managers are free to move into cash or other defensive
holdings in order to decrease market exposure Partfolio management 1s strictly segregated from support functions, with
dealing, administration, compliance and nsk management handled for the region and for your Company from Singapore

Resolutions relevant 1o the changes in investment policy and a return of capital to shareholders were passed at a General
Meeting on 15 March 2013 The prospectus put to that General Meeting set out the consequent scope for the Portfolio
Managers under the amended strategy and described the overlay as follows, “the use of dervatives to protect the capital
value of the portfolio, or for efficient portfolio management, 1s fundamental to the strateqy  such denvatives may include
listed futures, call optiens, long puts, OTC instruments and instruments to hedge currency exposure” This means that
assessment of markets and currencies by the Company’s Portfolio Managers is a separate discipline from the selection of
stocks

The new Portfoiio Managers have only been in charge of the portfolio for 12 months and therefore this strategy has only been
In place for that time  The Fortfollo Managers' track record with a similar strategy, selecting predominantly qualtty stocks and

In an open-ended (and therefore unleveraged) portfolio, since INnception has been a compound annual return of 15 6% with
a volatity of 17 4% per annum

This strategy, with its top-down hedging overlay, I1s unique across the Company’s peer group The Company’s ability to
manage 1ts balance sheet {fo gear and de-gear, to buy back shares and issue new shares) should, over time, enhance that
strategy whilst further containing volatiity for shareholders

Performance measurement, management fees and key performance indicators {*KPI”)

The Company’s key performance indicator 1s to be significantly better than the average of its peer group of investment
trusts in s rate of total return and contanment of market and currency risk over a three to five year penod Avyear s a
short testing period, particularly duning a time of poor sentiment for emerging markets The Company has a continuation
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vote after the first three years of the new Portfolio Managers’ strategy to provide investors with the ability to express therr
views on whether the Portiollo Managers are achieving what they have set out to do

The performance objective I1s also reflected in the Manager's fee which reflects performance above an absolute hurdle The
annual management fee IS O 65% p a A performance fee 1s payable amounting to 10% of any outperformance of the NAV
over an annual hurdle of 7%, prowded that the closing NAV per share exceeds the “high water mark™ NAV at the date of
the change of manager or the dats when any performance fee was last pad The sum of the base fee and any
perfarmance fee payable will be capped at 2% of the closing net assets Other KPls are fow volatility and consistency of
style which the Board reviews through the use of BarraOne and Statpro style and nsk analysis reports Over the sharter
term, a Reference Index s used in order to provide an indication of attnbution analysis

Borrowings
The Company's custodian provides an overdraft facility which allows the Company to borrow as and when 1§ (s appropnate

At 31 December 2013 the Company had no borrowings {2012 nil) The Board monitors the use of geanng in the light of
market conditions, and ensures that the Company 1s at all imes in compliance with the covenants attached to its
borrowings at each of its meetings Borrowings are Imited to 30% of the net assets of the Company

Board oversight

The Board oversees strategy not only n Board meetings but also through regular reports and frequent ad hoc exchanges
between the Board and the Portfolo Managers Every Board meeting covers the Portfollo Managers' market assessment
through their detalled raports, trip notes and conclusions It reviews any policy changes, where the Portfolic Managers see
opportunities and nsks, therr composite valuation indicators, tactical and country views and conseguent hedging {the
partfolio has been typically 60% to 70% net long) and includes a nsk report, a management controls report and
performance indicators including attnbution analysis (using a Reference Index) style and nsk analyses The Board spends
the major part of Board meetings in discussion with the Portfolio Managers focusing on the constituents of the portfolio, its
construction and performance and the Portfolio Managers' current thinking and strategy Once a year the Board visits the
regron and in 2013, as well as visiting companies relevant to the portfolio, # spent time with the analysts and the team in
Hong Kong and with the analysts, trading, compliance, nsk and administration teams in Singapore

The Portfolio Managers' review on pages 5 to 12 reflacts the difficult trmes in the last year for regional stocks and for
emerging markets generally

In addition to its overview detaled above, the Board has been active in seeking to improve the Company's communication
with current and potential shareholders and in developing an active, regutar, direct and constructive communication with
the Portfolio Managers, given their geographical location

The Board operates its governancs in full accord with the AIC Guidance on Corporate Governance, available from the AIC
website One Director will be retinng at this year's AGM and the Beard will be seeking to refresh its membership further
between now and the 2015 AGM

Risk management

The Board I1s active 1n overseeing and concerning rtself with nsk management However, outside the extensive, regular
routing of nsk assessment for portfolio construction referred to above, there are strategic considerations relevant to this
particular Company China is a buge and stil steadily growing economy that 1s subject to strong and contrary views The
Board, with the Portfalio Managers, considers a very wide range of economic and analytic commentary on China Partly as
a consaquence of that, the Board supports the Portfolo Managers' reluctance to invest in state owned enterpnses In
other respects the Portfolio Managers are diligent, in the Board's view, in providing balanced commentary on what 1s
becoming the world's second largest national economy The Portfollo Managers’ country and market analyses keep the
Board aware of potental regional economic cnses, but global influences {sometimes paranora), deleveraging and swings in
sentiment still hava an exaggerated impact on regional markats Other risks might obviousty include under-performance by
the analysts and management team but, if that were to becoms a serious rmatter, 1t 1s catersd for by the continuation vote
in 2016 and the Board 15 currently content with the sound reasoning of the Portfolto Managers Regulatory or mandate
non-compliance 1s covered by regular reports Operational errors, counterparty failures, fraud, and systerms deficiencies are
mitigated by constant monitonng by segregated teams whom the Board have met and have probed therr presentations
and from whom regular reports are recewved

Share value, discount management and share 1ssues

The Board indicated in its February 2013 prospectus that it intended to keep the discount at less than 9% After the March
2013 General Meeting the shares rose to a premium to NAV for a penod, and 290,000 shares were I1ssued from Treasury
to meet demand As a consequence the Board has amended 1ts discount policy and has demonstrated a determination to
keep the discount within 5% (as far as difficult markets may allow) The new strategy of the Company has proved
attractive, even with the current lack of sentiment for smerging markets 1t 1s the Board's intention to keep the share pnce
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as close as possible to the NAV by the judicious use of buy-backs and, when sentment improves and if the shares return
to NAV or a premium once more, to 1ssue further shares from Treasury The Beard believes that if it 1ssues shares then it 1s
duty bound to buy back shares, in normal markets at least

Share pnice (discount)/prermum to net asset value per share in calendar year 2013

Investment restnctions and spread of nsk
In accordance with ts investment cljective, the Company invests in a diversified portfolio with the am of spreading
investment nsk, which is monftored by the Portfolio Managers

The key restrictions imposed on the manager are that

{(a) no more than 15% of the Company's total net assets, at the date of acquisition, may be Invested in any one single
company, or group of companies,

(t) subject to the approval of the Board, the Company may invest in collectve vehicles If it was to do so, however, no
more than 10% of the Company's total net assets, at the date of acquisition, may be invested in UK listed closed-
ended investment funds unless such companies have a stated investment policy not to Invest more than 15% of ther
gross assets in other UK listed closed-ended investment funds,

() no maore than 50% of the Company's total net assets may be invested in equities listed on a single stock exchange,
and

(d) the manager will not invest in unlisted equities other than with the approval of the Board or when entitlements are
received or immediately prior to a listing

Principal nisks and uncertainties

The Board has established a precess for identifying, evaluating and managing any major nsks faced by the Company in a
detaled nsk map It reviews these risks and the controls to mitigate these nsks, including whistleblowing policies where
appropnate, on a regular basis The process is subject te regular review by the Board and accords with the Intemal Contral
Guidance for Directors on the Combined Code published in September 1299 and revised in October 2005 and June 2006
(“the Tumbull Guidance”)

The Board, assisted by the Manager, has undertaken an annual review of the effectiveness of the Company's system of
internal control, for which 1t relies upon Schroders, by on-site visits and questioning staff No significant falings or
weaknesses in respect of the Company were dentified 1n the year under review or up to the date of this Repert The Board
receives a report on contrals within the custody and funds product lines of HSBC to whom services are delegated The
Beard also receves a letter of comfort from Schroders on its internal controls report currently baing completad

The Board Is responsible for overseaing the system of internal controls implemented by Schroders and for reviewing its
effectiveness on an ongoing basis These controls am 10 ensure that assets of the Company are safeguarded, proper
accounting records are mantained and the financial iInformation used within the business and for publication is reliable
Control of the nsks dentffied 1s embedded in the contrals of the Company However, such a systern s designed to manage
rather than elirminate nsks of falure to achieve the Company’s business objectives and can conly provide reasonable and not
absolute assurance agamst matenal misstaterment or loss

The Board has put in place a schedule of investment imits and restrnictons, appropnate to the Company’s investment
objective and policy, In order to mitigate identified nsks as far as practicable The principal nsks which have been identified
and the steps taken by the Board to mitigate these are as follows
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Portfolio and market

Although the Company invests ertirely In secunties that are quoted on recognised markets, share prices may move
sharply The comparres in which investments are made may operate unsuccessfully, or fail entirely A fall in the market
value of the Company's portfolio would have an adverse iImpact on shareholders’ funds Details of the Company's policy
for managing portfollo and market nsk are given in note 20(a)() on page 45

Investment actvity and performance

An \nappropnate investment strategy (for example in terms of asset allocation or the level of geanng) may result in
undarperformance against the market and the companies in its peer group The Board monitors at each Board mesting
the Manager's compliance with the Company’s objectives

Tax and regulatory nsks

A breach of Section 1158 of the Corporation Tax Act 2010 could lead to a loss of nvestment trust status, resulting in
capital gans realised within the portfolio being subject to corporation tax A breach of the UKLA Listing Rules could rasult
In suspension of the Company's shares, while a breach of the Companies Act 2006 could lead to cnminal proceedings, or
financial or reputational damage The Company must also ensure compliance with the Isting rules of the New Zealand
Stock Exchange, as it has a listing in that country

Financial

By ts nature as an Investment trust, the Company's business actvties are exposed to market nsk {including currency risk,
interest rate nsk and market pnce nsk), lquidity nsk, and credit and counterparty rsk Details of these nsks, how they are
managed and the exposures to these nsks are given in this note and iIn note 20 to the Financial Staternents on pages 43 to 46

Corporats, social and environmental palicy

The Company's pnmary investment objective I1s to achleve optimal financial returns for shareholders, within established risk
parameters and regulatory constramnts Prowding that this objective 1s not compromised in the process, the Board believes
that it1s also possible to develop a framework that, in the interests of the Company’s shareholders, allows a broader range
of considerations, including environmental and social Issues (ncluding those relating to human rights), to be taken into
account when selecting and retaining investments

Gender representation on the Board
The composition of the Board as at 31 Dacember 2013 1s set out on page 18 of this Report The Company has no
employees

Future development and long term strategic view
The future performance of the Company depends on the success of the Company’s investment strategy in the ight of
economic factors, equity market developments and the performance of indwvidual investments

The Board and Portiolio Managers take a long term view of Asian economic and market indicators and compare them to
the rest of the world At the same time, political developments are monitored and, whilst these seldom have a major
impact on the long term, majer changes, such as those taking place in China, do have an impact on your Partfolio
Managers' thinking

The long term view over 5 years and beyond suggests that based on the companson of global growth (which Is currently
modest) with regional growth, the prospects for economic adjustrment, deleveraging, the burden of long term dabt, and the
background of demographics and rapid technological change, the Asian region will continue to offer significant prospects
for generating corporate value The Board continues to believe that the Company’s current investment strategy will achieve
s objectives of a high rate of total return for ts shareholdars

Additional comment on the outlook for regional markets may be found in the Chairman's Statement and the
Portfollo Managers' Review on pages 3 and 5 respectively

Pom Jdein,

By Order of the Board

Schroder Investment Management Limited
Company Secretary

13 March 2014
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Directors

From left to nght Struan Robertson, David Bnef, David Robins, Alexandra Mackesy, Christopher Kelik and Hugh Aldous

David Robins* (Charman) was appointed
to the Board in 2002 and became
Chairman m Apnl 2004 He began his
career as an economist covenng the
Pacific Region and has a wide expenence
of Asian financial markets After a sernes of
semor management roles for the UBS
Group in Tokyo, New York and Zunch, he
became CEQ of UBS Ltd n London and
subsequently Head of Europe, Afrtca and
the Middle East Following the merger of
UBS and SBC in 1998, he becamea CEQ
and then Charman of ING Banngs until
2000 A former Chaiman of LCH Clearnet
Ltd and director of RWC Partners LLP, he
1s currently Chairman of Fidelty Japanese
Values PLC, Deputy Chairman of Ornel
Secunties Limited, and a director of
Meggitt plc, SVG Capital PLC, Pemberton
Capital Adwisors LLP and Serral ux
Limited

Hugh Aldous*{ was appointed to the
Board in 2003 He 1s Chairman of Capita
Sinclar Henderson Lirmited and SPL
Guernsey ICC Limited He s also a
drector of Polar Capital Holdings plc,
Innospec Inc, Elderstreet VCT plcand is a
past member of the Competition
Commission He was a DTl Inspsctor with
appointments from 1987 to 2003 Heisa
Chartered Accountant and was a partner
in Robson Rhodes LLP, latterly Grant
Thornton LLP, up to 2008
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David Bnef* was appointed to the Board
in November 2007 He is the former Chief
Investment Officer of BAE Systems
Penston Funds Investment Management
Limited He 1s a non executive directar of
The City of London Investment Trust ple
He s an investment adwvisor to the Rio
Tinto and J Sansbury Pension Scheme

Christopher Kelik OBE*t was
appointed to the Board in November,
2007 He was a group executive director
of Standard Chartered plc with
rasponsibilities for Africa, the Middle East,
South Asia, North and South America,
Europe and the UK During his 29 year
career with Standard Chartered he held a
number of leadership posittons N general
management, corporate finance, treasury
and nsk management working in London,
Singapore, Hong Kong and New York He
IS the Senior Independent Director of
Foreign & Colomal Investrment Trust plc
and a former non executive director of
Jardine Lioyd Thompson Group plc and
Midlennium & Copthome Hotels plc He s
a Chartered Accountant

Alexandra Mackesy*t was appointed to
the Board in November 2008 Sheisa
non-gxecutive director of The Scottish
Orniental Smaller Companies Trust Ple and
RENN Universal Growth Invastment Trust
PLC Since 2000, she has worked as a
part-time consultant in Asia Pnor to this,
she held posts in Hong Kong with Credit

Suisse as Director, Head of Hong Kong
and China Equity Research, JP Morgan as
Director, Asian Equity Research and with
SBC Warburg/SG Warburg as Director,
Hong Kong Equity Research

Struan Robertson't was appointed to
the Board In 2004 He 1s Charman of
Eredene Capital PLC and Serior
Independent Director of Salamander
Energy plc He s a former non-executive
director of Tomkins plc, International
Power plc, and Forth Ports plc He was
previously Group Chief Executive of the
Wates Group Ltd and was Senior
Independent Director of WS Atkins plc He
retired from BP in May 2000 where he
was Senior Vice President Technology
and Marketing following an intemational
career dunng which he held posts as
Executve Charman of BP Asia Pacific,
Chief Executive Qil Trading International
and Chief Executive of BP Malaysia He
Ived and worked In Asia between 1989
and 1997

"Independent Dractor and member of the
Management Engagement Commiies and the
Nominations Committes, of which David Robing 15
Charman

tMember of the Audit Commities, of which Hugh
Aldous s Chaurman
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Report of the Directors

The Directors submit therr Report and the Audited financial statements of the Company for the year ended
31 December 2013

Tax status

The Company 1s an investment company as defined i Section 833 of the Comparues Act 2006 and operates as an
investment trust in accordance with Section 1158 of the Corporation Tax Act 2010 The Company will continue to conduct
its affairs In a manner which will enable it 1o retain thus status, which exempts the Company from liabilty for capital gains
tax on the revaluation or disposal of investments

Information disclosed in the Strategic Report and elsewhere in the Annual Report

Detarls of the Company’s financial nsk management objectives and policies as well as its exposure to price nsk,
credit nsk and hquidity nsk and an indication of likely future developments in the Company's business may be found
in the Strategic Report on pages 15 to 17

Detalls of the Company's net asset value total return for the year, revenue and dmdend recommendation are set out
in the Charman’s Statement on pages 3 and 4 and the “Financial Highlights™ on page 1 of this Report

Oirectors and therr interests

The Drrectors of the Company and therr biographical details and gender can be found on page 18 of this Report All
Directors held office throughout the year under review and up to the date of signing this Report and all are
considered to be independent The Board believes that its members should overal possess a range of expenence,
knowledge, professional skills and personal qualities as well as Independence necessary to provide effective
oversight of the aftars of the Company These qualities are taken into account when considerng the appomtment of
new Drectors and when considenng whether existing Directors should stand for re-election The Board doas not
consider 1t appropnate or to be in the interests of shareholders as a whote to establish prescnptive diversity targets

The Company's Articles of Association provide that one third of Directors retire by rotation each year Whilst the
Board does not believe that length of service, by itself, necessarly afiects a Director’s independence of character or
judgment, Directors are also required to retire if they have served more than nine years on the Board, but may then
offer themselves for re-election Hawing served on the Board for over nine years, Dawd Robins and Hugh Aldous will
retire at the forthcorming AGM and, baing eligible, will offer themselves for re-election — as will Alexandra Mackesy
and Chnstopher Kelpk The Board supports the re-elections of all retinng directors who continue to provide valuable
input into the deliberations of the Board

The interests of the Directors in the ordinary shares of the Company at the beginming and end of the financial year
are shown below

Ordinary shares Ordinary shares

of 5p each at of 5p each at

31 December 1 January

Director 2013 2013*
Dawvid Robins 26,000 26,000
Hugh Aldous 50,741 50573
Dawid Bref 31,171 31,171
Chnstopher Keljk 70,188 60,666
Alexandra Mackesy 5,290 5,290
Struan Robertson 20,000 20,000

“Audited

Since the end of the financial year, Christopher Keljk has acquired 3,449 ordinary shares in the Company There
have been no other changes in the Directors” interests

Share capital

As at the date of this Report, the Company had 74,131,141 ordinary shares of 5p shares in 1ssue A total of
11,073,671 shares wers held in Treasury Accordingly, the total number of voting nghts in the Company at the date
of this Raport 1s 74,131,141 Detalls of changes to the Company's share capital dunng the year under review and its
policies on share issuance and buy-backs are set out in the Charrman'’s Statement on page 3 and note 13 on

page 41 of this Report
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Substanhal share interests

As at the date of this Report, the Company has receved notdications in accordance with the FCA's Disclosure and
Transparency Rule 5 1 2R of the following interests in 3% or more of the voting nghts attaching to the Company's
1ssued share capital

Number of Percentage

Ordinary of total

shares voting rights

Lazard Asset Management LLC 7,268,090 g 80
F&C Asset Management plc 3,853,507 519
Investec Wealth & Investment Limited 3,652,058 493

Investment management arrangements
From 15 March 2013, investment management, accounting, secretanal and administrative serices have been
provided to the Company by Schroders

The investment management fee comprises a base fee and a performance fee Further detalls of these fees may be
found in the Strategie Report

Schroders agreed to waive its base and performance fees for a pencd of six months following its appointment in
March 2013

In the opimion of the Directors, the continued appointment of the Manager on the terms agreed 1s in the interests of
the Company's shareholders as a whole

internal audit

The Company does not have an internal audit function, It delegates to third parties most of its operations and does
net employ any staff The Board will continue to monitor the system of internal control iIn order to prowvde assurance
that it operates as intended and the Directors annually review whether a function equnvalent to nternal audit is
needed

Chantable projects
Since 2009 the Board has supported twa chanties in India, which deal with early childhood development and
education

They are Prerana, which provides rescue, care and education for the children of women involved in the sex industry
in Mumbai, and Mobile Creches, which promotes day care in and around Delhi for the children of migrant
constructon workers and slum dwaellers, with a particular focus on providing and/or lobbying for nutrition, health
and education

Each chanty receved £5,000 dunng the year and the Board has set specific targets for the utiisation of its
donations, and will monitor the performance of the two organisations aganst these targets

Greenhouse gas emissions
As the Company outsources Its operations to third parties, it has no greenhouse gas emissions to report

Going concern

The assets of the Company consist mainly of secunties which are readily realisable and the Company has adequate
financial resources to continue in operational existence for the foreseeable future For these reasons the Directors
believe that it 1s appropnate to continue to adopt the gaing concern basis in prepanng the financial statemants In
reviewing the position as at the date of this report, the Board has considered the guidance on this matter 1ssued by
the Financial Reporting Counail in Qctober 2009

Statement of Directors’' responsibilities
The Directors are responsible for prepanng the Annual Report, the Remuneration Report and the financial
statements in accordance with applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Drirectors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and apphicable law) Under company law the Directors
must not approve the financial statements unless they are satisfied that they give a true and farr view of the state of
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affarrs of the Company and of the return or loss of the Company for that penod In prepanng these financial
statements, the Directors are reguired to

+  select sutable accounting policies and then apply them consistently,
= make Judgments and accounting estimates that are reasonable and prudent, and

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

The Directors are responsible for keeping adeguate accounting records that are sufficient to show and explan the
Company’s transactions and disclose with reasonable accuracy at any tme the financial position of the Company
and enable them to ensure that the financial statements and the 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 detection of fraud and other irregularties

The Directors are responsible for the maintenance and integnty of the Company's websita Legislaton n the United
Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other
junsdictions

The Directors consider that the Annual Report, taken as a whols, 1s far, balanced and understandable and prowvides
the information necessary for shareholders to assess the Company's performance, business model! and strategy

Each of the Directors, whose names and functions are listed on page 18, confirm that to the best of ther
knowledge

* thefinancial statements, which have been prepared in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), give a true and farr view of
the assets, llabilities, financial positton and net loss of the Company, and

¢ the Strategic Report contaned in the Report and Accounts includes a farr review of the development and
performance of the business and the pesition of the Company, together with a descnption of the principal nsks
and uncertainttes that it faces

Independent auditors

PrcewaterhouseCoopers LLP have indicated ther willngness to conbinue in office Accordingly, resolutions to
re-appoint PncewaterhouseCoopers LLP as auditors to the Company, and to authonse the Directors to determine
ther remuneration will be proposed at the AGM

Corporate Govemance Statement

Applicable Corporate Governance Codes

The Board has elscted to follow the principles and recommendations contained in the AIC Code of Corporate
Governance produced by the Asscciation of Investment Companias (the “AIC Code™), and believes that reporting
aganst the AIC Code will provide the most appropnate information to shareholders The AIC Code, as explained by
the Corporate Governance Guide for Investment Companies (the *AIC Guide™), addresses all the pnnciples of the
UK Corporate Governance Code (the *UK Code™, as well as setting out addittonal principles and recommendatrans
on issues that are of specific relevance to nvestment trusts Coptes of the AIC Code and the AIC Guide can be
found on www theaic co uk

The Drrectors beleve that this Annual Report and the Financial Statements present a balanced and understandable
assessment of the Company's position and prospects

New Zealand
It should be noted that the UK Codes of Corporate Governance may differ matenally from the New Zealand Stock
Exchange’s Corporate Governance niles and pnnciples of the Corporate Best Practice Code

Statement of comphiance

The AIC Code compnsaes 21 principles The Board attaches importance to the matters set out in the AIC Code and
lists below how the AIC Code's principles have heen applied The Directors believe that dunng the year under
review they have complied wath all relevant provisions of the AIC Code and, insofar as they apply to the Company's
busmess as an investment trust, with the provisions of the UK Code
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Operation and composition of the Board

Composition

The Board has no executive directors and has not apponted a Chief Executive Officer as it has contractually
delegated responsibility for the management of its investment portiolio, the amrangement of custodial services and
the prowision of accounting and company secretanal seraces The Company has no ermployees

Chairman

The Chairman ts an independent non-executive Director who 1s responsible for leadership of the Board and ensunng
its effectrveness on all aspects of its role The Chairman's other significant commitments are detaled on page 18 of
this Report He has no conflicting relationships

Semor Independent Director

Struan Robertson s the Senior Independent Director and, following his retirement at the Annual General Meeting,
Chnstopher Kelik will be appointed in his place The Senior independent Director leads the evaluation of the
performance of the Chairman and 15 avalable to the Directors and shareholders 1f they have concarns which cannot be
resolved through discussion with the Chairman

Role of the Board

A formal schedule of matters specifically reserved for decision by the full Board has been defined and a procedura
adopted for Directors, in the furtherance of therr duties, to take independent professional adwice at the expense of
the Company

The Chairman ensures that all Directors receive in a timely manner relevant management, regulatory and financial
information and are prowvided, on a regular basis, with key information on the Company's policies, regulatory
requirements and internal controls The Board receves and considers reports regularly from the Investment
Manager and other key adwisers and ad hoc reports and information are supplied to the Board as required

The Board 1s satigfied that it 18 of sufficient size with an appropnate balance of diverse skills and expenence,
independence and knowledge of the Company and the wider sector, to enable it to discharge its dutres and
responsibilities effectivaly and that no individual or group of indmduals dominates decision making

Training and development

On appointment, Directors recewve a full, formal and talored induction Directors are also prowvided on a regular basis
with key information on the Company's policies, regulatory and statutory requirements and internal controls
Changes affecting Directors’ responsibilities are advised to the Board as they anse Directors also regularly
participate in relevant training and industry seminars and training and development needs are included as part of the
evaluation process and are agreed with the Chairman

Conflicts of interest

The Board has approved a policy on Directors’ conflicts of interest Under this policy, Directors are required to
disclose all actual and potentral conflicts of interast to the Board as they anse for consideration and approval The
Board may impose restrictions or refuse to authonse such conflicts if deemed appropnate

Board evaluation

In order to review the effectiveness of the Board, the Cormmittess and the indwidual Directors, a thorough apprasal
process has been put in place This 1s implemented by way of a questionnarre and discussions with the Chairman
In respect of the Charrman, discussions are held hetween the Directors and the Sanior Independent Director The
process 18 considerad by the Board to be constructive in terms of identifying areas for improving the functioning and
performance of the Board and the Committees, the contnbution of indmvdual Directors as well as bulding on and
developing indwdual and collective strengths

Directors’ hability insurance and indemnity

Directors’ and officers’ hability nsurance cover was in place in respect of tha Directors throughout the year The
Company’s Articles of Association prowide, subject to the provisions of UK legislation, an indemnity for Directors in
respect of costs which they may incur relating to the defence of any proceedings brought agamnst them ansing out
of ther positions as Directors, In which they are acquitted or judgment 1s given in ther favour by the Court This
indemnity was m place throughout the year under review
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Board attendance at meetings

Six Board meetings are scheduled for the coming year to deal with matters including the setting and monitonng of
investment strategy, approval of borrowings, the revtew of Investment performancs, the level of the discount or
premium to net asset value and the evaluatton of the service providers In addition, a full day's strategy meeting Is
held each year Additional meetings of the Board may be arranged as required

The number of formal meetings of the Board and ts committeas held during the financial year and the attendance
of indvidual directors are shown below Whenever possible all Directors attend the Annual General Meeting

Management

Nomination Audrt Engagement

Director Board Committee Committee Committee
Dawid Robins B6/7 11 N/A 11
Hugh Aldous 77 11 3/3 ifa!
Dawvid Brief 7 1/1 33 11
Chnstopher Keljk 77 1/1 373 11
Alexandra Mackesy 777 11 3/3 11

|
Struan Robertson 77 11 2/3 171 }
\
Board committees and thetr activities |

|

Terms of Reference
The Committees of the Board have defined Terms of Refarance which are avalable on the website
www asiantotalreturninvestmentcompany com Membership of the Committees 15 set out on page 18 of this Report

Audit Committee
The role of the Audt Committee 1s to ensure that the Company maintains the highest standards of integrity In
financial reporting and internal control The Board considers each merber of the Committee to be independent

The Audit Committee 15 chaired by Hugh Aldous and met three tirmes duning the year to constder the operational
controls maintained by the Manager and Custodian, the half-year and Annual Accounts The Board has satisfied
itself that at least one of the Committee’'s members has recent and relevant financial expernence (see Directors'
biographies on page 18 of this Report)

During its review of the Company's financial statements for the year ended 31 December 2013, the Audit
Committee considered the following significant 1ssues, ncluding consideration of pnncipal nsks and uncertainties in
light of the Company’s activities, and 1ssugs commuricated by the Audtors durng therr reporting

Issue considered How the 1ssue was addressed

+ QOverall accuracy of the Annual Report and Accounts =  Consideration of the draft Annual Report, letter from
the Manager in support of the letter of representation
to the Auditors and the audt plan

+ Calculation of investment management and = Consideration of methodology used to calculate
performance fees fees, matched against the critena set out In the
Investment Management Agreement

* Valuation and existence of holdings * Review of portiolio holdings and assurance reports
on controls from the Manager and Custodian

e Compliance with S1158 of the Corporation Tax Act Consideration of compliance cntena

2010
+ |nternal Controls and nsk management * Consideration of several key aspects of internal
control and risk management operating within the
management company

Effectiveness of the Independent Audit Process

The Audit Commuttee evaluated the sffectiveness of the independent audit firm and process pnor to making a
recommendation on ther re-appointment at the forthcoming Annual General Mesting This evaluation involved an
assessment of the effectivenass of the Auditors’ performance against agreed cntera including  qualfication,
knowledge, expertise and resources, independencs policies, effectiveness of audit planning, adherence to auditing
standards, and overall competence As part of the evaluation, the Commuttee considered feedback from the
Investment Manager on the audit process and the year end report from the Auditors, which detals compliance with
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regulatory requirements, on safeguards that have been established, and on therr own internal quality control
procedures The members of the Committee also met the Auditors without representatives of the Investment
Manager present

Representatives of the Company's Auditors attend the Audit Committee meeting at which the draft Annual Report
and Accounts are considered Hawving reviewed the performance of the external Auditors as descnbed abovs, the
Committes considered It appropnate to recommend the firm's re-appointment

The Auditors are required to rotate the Senior Statutory Audit Partner every fiva years This is tha fourth year that the
Partner has conducted the audit of the Company's financial statements

Provision of non-audit services

The Audit Committee has reviewed the FRC's Guidance on Audit Committees and has formulated a policy on the
provision of non-audit services by the Company's Auditors The Aucdit Committee has determined that the
Company's apponted Auditors will never be considered for the provision of non-audit serices, such as accounting
and preparation of the financial statements, internal audit and custody The Auditors may, if required, provide non-
audit services relating to a review of the Company's half yearly report and a review of the calculation of any
performance fee provision All other non-audit services will be judged on a case-by-case basis

As required by the laws in Tawan and India for tax compliance services the Company has engaged
PricewaterhouseCoopers in Tawan and Ernst & Young in India for tax compliance services in respect of the
Tawanese and Indian investmentis respectively PricewaterhouseCoopers were also engaged for services In
connection with the Tender Offer

The Charrman of the Audit Committee will be present at the Annual General Meeting to answer questions ralating to
the financial statements

Nommations Committee

The Nommations Committes met once during the year to consider the balance and composition of the Board The
Committee Is responsible for Board succession planning and the review of the performance of the Company, the
manager'’s representatives, the Board as a whole and each indwdual Director The Chairman of the Board acts as
Chairman of the Nominations Committee but does not participate when the Chairman’s performance, re-slection or
successor 1s being considered

Tha Nominations Committee considers sitccession planning beanng in mind the balance of skills, knowledge and
expeneance existing on the Board and will recommend to the Board when the further recruitment of non-executive
Directors 1s required The Norminations Committee aims to maintain a balance of relevant skills, expenence, gender,
ages and length of serice of the Directors serving on the Board

Before the appointment of a new Director, the Nommnations Committea prepares a description of the role and
capabilittes required for a particular appointment While the Committee i1s dedicated {o selecting the best person for
the role, it aims to promote diversification and the Board also recognises the importance of diversity

Once a decision 1s made to recrurt additional Directors to the Board, a sub-committee of two independent Directors
is formed and authonsed to consider candidates Candidates are drawn from suggestions put forward by othar
Dwrectors and by the use of an external agency The sub-committee puts forward up to two candidates for
consideration by the Nominations Committee which then makes a recommendation to the Board Re-appointment
as a Dwrector I1s not automatic and follows a formal process of evaluation of each Director's performance by the
Chaiman Any Director who 15 subject to annual re-election due to length of service or appointment to other trusts
also managed by Schoders i1s subject to particularly ngorous assessment of therr contnbution

Management Engagement Committee

The Management Engagement Committeg mests annually and i1s responsible for the rewiew of the terms of the
management contract All Directors are members of the Management Engagement Committes which 1s chaired by
the Chairman of the Board

Relations with shareholders

Shareholder relations are given high prionty by both the Board and the Manager The pnme medium by which the
Company communicates with shareholders is through the Half Year Update and the Annual Report which am to
provide sharehciders with a clear understanding of the Company's actvities and its results In additton intenm
Management Statements are 1ssued twice per annum in accordance with the Transparency Directve This
nformation 1s supplemented by the daily calculation and publication at the London and New Zealand Stock
Exchanges of the NAV of the Company's ardinary shares
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The Chairmen of the Board and the Cormrrittees attend the Annual General Meeting (“AGM™ and are avatlable to
respond to queries and concerns from sharsholders

it 1s the intention of the Board that the Annual Report and Notics of the AGM be 1ssued to sharehaolders so as to
provide at least twenty working days notice of the AGM Shareholders wishing to lodge questions in advance of the
AGM are invited to do so by writing to the Company Secretary at the address given on the inside front cover

Exercise of voting powers and the UK Stewardship Code

The Company has delegated responsibility for voting to Schroders which votes in accordance with its corporate
governance policy A copy of this policy Is avallable on the Company’s website The Board considers the UK
Stewardship Cods to be an important tool in shareholder engagement Schroders’ compliance with the principles of
the UK Stewardship Code, as revised in September 2012, 1s reported on its website at www schroders com

Anti-Bribery policy
The Company continues to be committed to carrying out rts business fairty, honestly and openly and continues to
operate an anti-bnbery policy

Internal control and risk management systems
Informatton on the Company's Internal control and nsk management systems can ba found in the Strategic Report

P St

By Order of the Board

Schroder Investment Management Limited
Company Secretary

13 March 2014
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Intreduction
This Report has been prepared in accordance with the relevant provisions of the Companies Act 2006 and the Large and
Medium-sized Companies and Groups {Accounts and Reports) (Amendment) Regulations 2013

The Report is presented In a different format this year in order to comply with new legislative requirements Both the
Directors’ remuneration policy and the Directors’ Annual Report on remuneration are subject to shareholder approval at
the forthcoming Annual General Meeting ("AGM") as described below

Directors’ remuneration policy
The determination of the Directors’ fees 1s a matter dealt with by the Board

It1s the Board's policy to determing the level of Directors’ remuneration having regard to amounts payable 1o non-
executive directers in the industry generally, the role that ndwdual Directors fulfit In respect of Board and Commitiee
responsibiities, and tme commtted to the Company's affarrs

The Board and ris Committees exclusively compnse non-executive Directors No Director past or present has an
entitiement to pensions, and the Company has not, and does not intend to, award any sharg options or Jong term
perfermance incentives 10 any Director No elermnent of Directors’ remuneration 1s performance-refated Although no
Drrector has a service contract with the Company, Directors have a letter of appointment with the Company, under which
there are no termination notice provisions

Directors do not receve exit payments and are not provided with any compensation for loss of office No other payments
are made to Directors other than the reimbursement of expenses incurred In carrying out business for the Company The
terms of Directors’ letters of appomtment are avallable for mspection at the Company's registered cffice address dunng
normal business hours and dunng the AGM at the location of such meeting

The Board did not seek the views of shareholders in setting this remuneration policy Any comments on the policy recenved
from shareholders would be considered on a case-by-case basis

As the Company does not have any employees, no employee pay and employment conditions were taken into account
when setling this remuneration palicy and no employees were consulted In its construction

Component parts of the Directors’ remuneration

Drrectors do not receive any amounts in respect of performance targets, nor do they receve pensions-related benefits
The elements which compnse the basis of remuneration paid te Directors are set out in the table below (see also refated
notes 1 o 4 below the table)

Taxable
Salary/fees benefits
Fees only Revmbursement
payable of certain expenses
MNotes to the above table
1 The Charman of the Board and the Chairman of the Audit Committee each receive fees at a higher rate than the other Directors to reflect ther
addiional responsibiities

2  The fees payable to Orrectors are not performance-related They are set at a leval to recruit and retan indmduals of sufficient calibre with the
level of knowledge expenence and expertise necessary to promote the success of the Company in reaching its short and long term strategic
objectrves

The Company s Articles of Assoctation do not kmet the fees payable to tho Directors

As the Company has no employees, there are no compansons to be made between this Directors remuneration polkcy and a policy on the
remuneration of employees

bW

Drrectors’ fees are reviewed annually and take into account research from third parties on the fee levels of Directors of peer
group companies, as well as industry norms and factors affecting the time commitment expected of the Directors New
Dwrectors are subyect to the provistons set out in this remuneration policy
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Directors’ Annual Report on remuneration
This Report sets out how the Directors’ remuneration policy was Implemented dunng the year ended 31 Decernber 2013

Fees pad to Directors

Dunng the year ended 31 December 2013, the Chairman was paid a fee of £29,000 and the other members of the Board
were each paid a fee of £19,000 The Charr of the Audit Committee receved an additional £1,500 for his additionat
responsibilities

The following amounts wers paid by the Company to the Directors for services as non-executive Directors In respect of the
year ended 31 December 2013 and the previous financial year

Taxable Taxable
Salary/Fees Salary/Fees Benofits Benefits Total Total
2013 2012 2013 2mz2 2013 2012
£ £ E [ £ £
Davig Robing 29,000 28,000 295 59 29,295 29059
Hugh Aldous 20,500 20,500 175 58 20,675 20 559
Dawvid Bnaf 19,000 19,000 282 59 19,282 19059
Chnstapher Keljik 19,000 18000 455 222 19,455 19222
Alexandra Mackesy 19,000 19 000 119 59 19,119 19059
Struan Robenson 19,000 18000 394 147 19,394 18 147

The information i the above table has been audited (see Independent Auditors’ Report on pages 29 to 31)

Consideration of matters relating to Directors’ remuneration

Directors’ remuneration levels were reviewed by the Board during the year under review The members of the Beard at the
time that remuneration levels were considered were as set out on page 18 of this Annual Report  Although no external
advice was sought in considenng the levels of Directors’ fees, information on fees paid to Directors of other investment
trusts managed by Schroders and peer group companies provided by the Company’s Investment Manager and corporate
broker was taken into consideration

Foltowing the review of Directors' remuneration levels, the Board decided to increase the current levels of remuneration
payable to Directors and with effect from 1 January 2014, fees paid to the Chairman were increased to £30,000 per
annum, fees paid to the Charman of the Audit Committee were increased to £23,000 per annum and those to the other
Directors to £20,000 per annum

Performance graph
A graph showing the Company's share pnce total retum compared with its Reference Index, the MSC! All Countnes Asia
Pacific ex Japan Index (sterling adjusted) over the last five years is shown below

Source Thomson Financial Datastream Rebased to 100 at 31 December 2008
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Distnbutions to sharsholders

The table below compares the remuneration paid to Directors and distributions made to shareholders dunng the year
under review and the pnor financial year In considenng these figures, shareholders should take into account the
Company’s investment abjectve to provide a tugh rate of total retum from companies trading in the Asia Pacific region

(excluding Japan})
Year ended ‘Year ended
31 December 31 December
2013 2012
£'000 £ 000 % Change
Remuneration paid to Directors 127 126 o8
Dhstnbutions to shareholders.
- Dnidends 4,816 5,129 61
- Share buy-backs 151,758 21,434 608 O

‘A total of 74,091,140 shares were tendarec in March 2013 under the terms of a tender offer

Directors’ share interests (audited)

The Company's Articles of Assaciation do not contain any provisions relating to Directors owning shares in the Company
The shareholdings of Directors, including those of connected persons, at the beginning and end of the financial year under
raview are set out in the Report of the Directors on page 19

The Company does not operate a shara scheme for Directors nor does it award share options to Directors

Implementation of the Directors' remuneration polcy for the year ending 31 December 2014
The Board does not intend to make any significant changes to the implementation of the Directors’ remuneration policy as
set out in this Report for the year ending 31 December 2014

Shareholder approval

Directors’ remuneration policy

The above remuneration policy 1s currently In force and 1s subject to a binding vote every three years An ordinary
resolution to approve this policy will be put to shareholders at the forthcoming AGM, following which the full policy
prowisions will continue to apply until the AGM to be held in 2017 unless a revised remuneration policy Is approved prior to
such AGM

Directors’ Annual Report on remuneration
The above Repoert on Directors' remuneration 1s subject to an annual advisory vote An ordinary resolution to approve this
Report will be put to shareholders at the forthcoming AGM

At the Annual General Meeting held on 22 Apnl 2013, 99 9% of the votes cast (including votes cast at the Chairman's
discretion) in respect of approval of the Remuneration Report were in favour while 0 1% were agamnst 905 voles were
withheld

Recommendation
The Board considers that the above resolutions to be proposed at the forthcoming AGM are in the best interests of the
Company and shareholders as a whole Accordingly, the Board unanimously recommends to shareholders that they vote

Dawvid Rob
Chairman
13 March 2014
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Report on the financial statements

Our opinion
In our opmion the financial statements, dafined below

» gve a true and far iew of the state of the Company's affairs as at 31 December 2013 and of its net loss and
cash flows for the year then ended,

» have been property prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and

* have been prepared in accordance with the requirements of the Compantas Act 2006

This optnion is t0 be read in the context of what we say In the remainder of this report

What we have audited
The financial statements, which are prepared by Asian Total Return Investment Company plc {the “Company”),
comprse

the balance sheet as at 31 Decamber 2013,

the iIncome statement for the year then ended,

the reconciliation of movements in shareholders’ funds for the year then ended,

the cash flow statement for the year then ended, and

the notes to the financial statements, which include a summary of significant accounting policies and other
explanatory information

The financial reporting framework that has been applied in their preparation compnses applicable law and Urited
Kingdorm Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

What an audit of financial statements involves

We conducted our audit in accordance with International Standards on Auditing (UK and Irefand) (“iISAs (UK &
Ireland)”) An audit Involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonahle assurance that the financia) statements are free from matenal misstatement, whether
caused by fraud or error This Includes an assessment of

» whether the accounting poltcies are appropnate to the Cormpany’s circumstances and have been consistently
applied and adequately disclosed,

* the reasonableness of signficant accounting estimates made by the directors, and

* the overall presentation of the financial statements

In addition, we read all the financial and non-financial information in the Report and Accounts (the “Annual Report®)
to identfy matenal mconsistencies with the audited financial statements and to identify any information that i1s
apparently matenally incorrect based on, or matenally inconsistent with, the knowledge acquired by us in the course
of performing the audit If we become aware of any apparent matenal misstatements or inconsistencies wa consider
the implications for our report

Overview of our audit approach

Matenality

We set certain thresholds for matenality These helped us to deterrming the nature, tming and extent of our audit
procedures and 1o evaluate the effect of misstatements, both Indmvidually and on the financial statements as a whole

Based on our professional judgement, we determined an overall matenality for the financial statements as a whole
of £1 4 milhon, which 1s approximately 1% of Net Assets

Woe agreed with the Audit Committes that we would report to them rmisstatements identified dunng our audit above
£68,000 as well as misstaterments below that amount that, in our view, warmranted reporting for qualitative reasons

Overview of the scope of our audit
The Company 1s a standalone Investment Trust Company managed by an independent investment manager,
Schroder Investment Management Limited (the “Investrment Manager”™)

The financial staterments, which rerman the responsibility of the Directors, are prepared on thair behalf by the
Investment Manager The Investment Manager has, with the consent of the Directors, delegated the provision of
certan administrative functons to HSBC Secunties Services (UK) Limited (the “Company Administrator”)

In establhshing the overall approach to our audit we assessed the nsks of matenal misstatement, taking into account
the nature, lkelihood and potential magnitude of any misstatement As part of our nsk assessment, we considered
the Company's interaction with the Investrnent Manager and Company Administrator, and we assassed the contro!
environment in ptace at both orgamisations to the extent relevant to our audit of the Company
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Following this assessment, we applied professional judgement to determine the extent of testing required over each
balance in the financial statements

Areas of particular audit focus

In our audit, we tested and examined information, using sampling and other auditing techriques, to the extent we
considered necessary to provide a reasonable basis for us to draw conclusions We obtained aucht ewdence
through testing the effectveness of contrals, substantive procedures ar a combination of both

We considered the following areas to be those that required particular focus In the current year This 1s not a
complete list of all nsks or areas of focus identified by our audit We discussed these areas of focus with the Audit
Committee Therr report on those matters that they considered to be significant 1ssues in relation to the financial
statements 1s set out on page 23

Area of focus How the scope of our audit addressed the area of focus

Valuation and existence of Investrments The majonty of the investment portfolio compnsed listed

We focused on this area because Investments rapresent equity investments

the pnncipal element of the financial statements We agreed the valuation of these Investmants to
independent third party sources and confirmed the
existence of the investment portfolio by agreeing the
holdings to an independent custodian confirmation

Risk of management overnde of internal controls Woe tested journal entnes to determine whether

ISAs (UK & Ireland) require that we consider this adjusiments were supported by evidence and appropriataly
authonsed
Wa also built an element of “unpredictability” into our
dstaled testing

Going concem
Under the Listing Rules we are required to review the Directors’ statement, set out on page 20, in relation to going
concern We have nothing to report having performed our review

As noted in the Directors' statement, the Directors have concluded that it 1s appropriate to prepare the financial
statements using the going concern basis of accounting The going concern basis presumes that the Company has
adequate resources to remain in operation, and that the Directors intend it to do so, for at least one year from the
date the financial statements were signed As part of our audt we have concluded that the Directors' use of the
going concern basis 1s appropnate

However, because not all future events or conditions can be predicted, these statements are not a guarantee as to
the Company's ability to continue as a going concern

Opinions on other matters prescribed by the Companies Act 2006

'n our opinion

* the nformation given in the Strategic Report and the Report of the Directors for tha financial year for which the
financial statements are prepared 1s consistent with the financial statements, and

s the part of the Remuneration Report to be audited has been properly prepared in accordance with the
Companies Act 2006

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are reguired to raport to you f, In our opinion

+ we have not receved all the information and explanations we require for our audit, or

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

* the financial statements and the part of the Remuneration Report to be audited are not in agreement with the
accounting records and returns

We have no exceptions to report ansing from this responsibility
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Independent Auditors’ Report to the Members of
Asian Total Return Investment Company plc

Directors’ remuneration
Under the Companies Act 2006 we are required t¢ report to you if, In our opirion, certain disclosures of Directors’
remuneration spectfied by law have not been made We have no exceptions to report ansing from this responsibility

Corporate Governance Statement

Under the Listing Rules we are required to review the part of the Corperate Governance Statement relating to the
Company's compliance with nine provisions of the UK Corparate Governance Code {“the Code”) We have nothing
to report having performed our review

On page 21 of the Annual Report, as required by the Code Prowision C 1 1, the Directors state that they consider
the Annual Report taken as a whole to be farr, balanced and understandable and that it provides the information
necessary for members to assess the Company’s performance, business model and strategy On page 23, as
required by C 3 8 of the Code, the Audit Committee has set out the significant 1ssues that it considered In refation to
the financial statements, and how they were addressed Under ISAs (UK & Ireland) we are required to report to you
if, in our cptnion

+ the statement given by the Directors 15 maternally inconsistent with our knowledge of the Company acquired in
the course of performing our audt, or

 the section of the Annual Report describing the work of the Audit Committes does not appropnately address
matters communicated by us to the Audit Committes

We have no exceptions to report ansing from this responsibility

Other information in the Annual Report
Under ISAs (UK & Ireland) we are required to report to you if, in our gpinion, information in the Annual Report 1s

« materially inconsistent with the information in the audited financial statements, or

* apparently matenally ncorrect based on, or matenally inconsistent with, our knowledge of the Company acquired
in the course of performing our audt, or

* 15 otherwise misleading

We have no axceptions to report ansing from this responsibtiity

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explaned more fully in the Statement of Directors’ Responsibilities sat out on pages 20 and 21, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view

Cur responsibility 1s to audit and express an opion on the financial statements in accordance with applicable law
and 18As (UK & Ireland) Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditars

This report, meluding the cpinions, has been prepared for and only for the Company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in gving
these opinions, accept or assume responsibiity for any other purpose or to any other person to whom this report Is
shown or into whose hands it may come save whers expressly agreed by our prior consent in writing

gwaterhouseCoopers LLP
d Statutory Auditors

Chartered Accounts
London

13 March 2014
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Income Statement

for the year ended 31 December 2013

2013 2012
Revenue Caprtal Total Revenue Capital Total
Note £'000 £'000 £000 £'000 £'000 £°000
(Losses)/gains on investments held at far value through
profit or loss 2 - {5,141} (5,141) - 50,996 50,996
Net losses on denvative contracts - {2,755) (2,755) - - -
Net foreign currency {losses)/gains - {71) {71) - 1,107 1,107
Income from investmaents 3 2,741 - 2,741 6,198 - 6,198
Other Interest recevable and similar income 3 33 - a3 414 - 414
Gross return/{loss) 2,774 (7,967} (5,193) 6,612 52,103 58,715
Investment management fee 4 {266) (569) (835) (647) (1,193) (1,840)
Administrative expenses 5 (581) - (581) {751) - {751)
Net return/(loss) before finance costs and taxation 1,927 (8,536) (6,609) 5,214 50,910 56,124
Finance costs 6 1) 2 (3) {71 (214) (285)
Net return/{loss) on ordinary activities before taxation 1,926 (8,538) (6,612) 5,143 50,696 55,839
Taxation on ordinary actwvies 7 {133) {103) {236) B17) - 817
Net return/{loss) on ordinary activittes after taxation 1,793 (B,641) (6,848) 4,526 50,696 55,222
Return/{loss) per share 9 198p {9.55)p {757p 292p 3268p 35 60p

The “Total" column of this statement is the profit and loss account of the Company The “Revenue” and “Capital” columns represent

supplementary information prepared under guidance 1ssued by The Association of Investment Companies The Company has no

recognised gains and losses other than those included in the results above and thersfore no separate statement of total recognised gains

and losses has been presented

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

the year

The notes on pages 36 to 47 form an integral part of these accounts
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Reconciliation of Movements in Shareholders’ Funds

for the year ended 31 December 2013

Called-up Capital
share Share redemption Special Capital Revenue
captal premium reserve reserve reserves reserva Total
£'000 £'000 £'000 £000 £000 £'000 £'000
At 31 Dacember 2011 8,044 ~ 7.862 50,616 189,016 13,879 269,417
Repurchase and cancellation of the Company's
own shares (635) - 635 {21,434) - - (21,434)
Net return on ordinary actvities - - - - 50,696 4,526 55,222
Dwvidend paid in the year - - - - - {5,129) {5,129)
At 31 December 2012 7,409 - 8,497 28,182 239,712 13,276 298,076
Repurchase and cancellation of the Company’s
own shares following a Tender Offer {3,149) - 3,149 - (129,184) - (129,184}
Repurchase of the Company's own shares into
Treasury following a Tender Offer - - - - {22,574) - (22,574}
Reissue of shares from Treasury - 5 - - 581 - 586
Net {loss)/return on ordinary activities - - - - (8,641) 1,793 (6,848}
Diidend paid in the year - - - - - (4.816) {4,816)
At 31 December 2013 4,260 S 11,646 29,182 79,894 10,253 135,240

The notes on pages 36 to 47 form an integral part of these accounts
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Balance Sheet

at 31 December 2013

2013 2m2
Note £000 £'000
Fixed assets
Investments held at fair value through profit or loss 10 132,609 208,003
Current assets 11
Debtors 922 395
Cash at bank and in hand 1,824 451
Denvative financial instruments held at far value through profit or loss 310 -
3,056 846
Current habilities 12
Creditors amounts falling dus within one year (394) (773}
Denvative financial instrument held at fair value through profit or loss {31) -
(425) {773)
Net current assets 2,631 73
Total assets less current habilities 135,240 298,076
Net assets 135,240 298,076
Capital and reserves
Called-up share capital 13 4,260 7,409
Share premum 14 5 -
Capital redemption reserve 14 11,646 8,497
Special reserve 14 29,182 29,182
Capital reserves 14 79,894 239,712
Revenue reserve 14 10,253 13,276
Total equity shareholders’ funds 135,240 298,076
Net asset value per share 15 181 82p 201 15p

ed on its behalf by

The notes on pages 36 to 47 form an integral part of these accounts

Company registration number 2153093

34

The financial statements on pages 32 to 47 were approved and authonsed for issue by the Board of Directors on 13 March 2014 and



Asian Total Return Investment Company plc

Cash Flow Statement

for the year ended 31 December 2013

2013 2012

Note £'000 £'000
Net cash mflow from operating activities 16 1,008 3,696
Servicing of finance
interest pad (20) (288)
Net cash outflow from servicing of finance {20) (288)
Investment activihes
Purchases of investments {201,690) (120,851)
Sales of nvaestments 361,168 154,420
Cash flows on derivativa instruments {3,034) -
Net cash inflow from investment activities 156,444 33,569
Dividend paid {4,816) (5,129}
Net cash inflow hefore financing 152,616 31,848
Financing
Repurchase and cancellation of the Company’s own shares following a Tender Offer {129,184) -
Repurchase of the Company's own shares into Treasury following a Tender Offar (22,574) —
Reissue of shares from Treasury 586 —
Repurchase and cancellaticn of the Company's own shares - (21,434)
Net cash outflow from financing (151,172} {21,434)
Net cash mflow in the year 17 1,444 10,414

The notes on pages 36 tc 47 from an integral part of these accounts

35




R il o

Asian Total Return Investment Company plc

e

Notes to the Accounts

1. Accounting Policies

(a} Basis of accounting

The accounts are prepared in accordance with the Companies Act 2006, United Kingdom Generally Accepted Accounting Practice {“UK GAAP") and with
the Statement of Recommended Practice “Financial Staternents of Investment Trust Companies and Venture Capital Trusts® (“the SORP") 1ssued by the
Association of Investment Companies in January 2008 All of the Company’s operations are of a continuing naturs

The accounts have been prepared on a going concern basis under the histonical cost convention, as modified by the revaluation of Investrments and
financial assets and financial kabiities (including denvative financial instruments) held at far valus through profit or loss

The policies applied n these accounts are consistent with those applied In the preceding year

(b} Valuation of iInvestments, including derivative instruments

The Company’s business Is investing in financial assets with a view to profiting from therr total return in the form of Income and capital growth This
portfolie of financial assets 1s managed and its performance evaluated on a farr value basis, In accordance with a documented Investment strategy and
information i provided internally on that basis to the Company's Board of Directars Accordingly, upon initial recognition the investments are designated
by the Company as “held at far value through profit or loss™ Investmeants are included intially at fair value which 1s takan to be ther cost, excluding
expenses ncidental to purchase which are written off to capital at the time of acquisition Subsequently the investrments are valued at far value, which are
quoted bid prices for Investments traded in active markets

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

{c) Accounting for reserves

Gains and losses on sales of investments are included in the Income Statemant and In capital reserves within “gains and losses on sales of Investments”
Increases and dacreases in the valuation of investmenis held at the year end are inciuded in the Income Staternent and in capital reserves within “holding
gans and losses on investments”

Foreign exchange gains and losses on Gash and deposit balances are included in the Income Statement and in captal reserves

The cost of repurchasing the Company’s own shares for cangellation or to hold in Treasury, including the related stamp duty and transactions costs 1s
charged to a distributable capital raserve

(d} Income

Dwdends receivable are included in revenus on an ex-dvidend basis except whera, i the opinion of the Board, the dvidend is capital in nature, I which
case it s included n capital

Dwvidends from overseas companies are included gross of any withholding tax

Where the Company has elected to receve dividends in the form of additional shares rather than in cash, the amount of the cash dividend foregone 1s
recognised In revenue Any excess n the value of the shares received over the amount of the cash dividend 1s recognised In capital

Deposit interest outstanding at the year end I1s calculated and accrued on a time apportionment basis using market rates of interast

{e)} Expenses
Al expenses ars accounted for on an accruals basis Expenses are allocated wholly to the revenue column of the Income Statement with the following
exceptions

- The management fee s allocated 25% to revenue and 75% to capital in Iine with the Board's expected long term spltt of revenus and caprital return from
the Company's investment portioho

— Any performance fee 1s allocated 100% to capital

- Expenses incidental to the purchase of an investment are included within the cost of the Investment and those incidental to the sale are dedyucted from
the sale proceeds These expenses are commonly referred to as transaction costs and manly compnse brokerage commission Detalls of transaction
costs are given in note 10 on page 40

() Finance costs
Finance costs are accounted for on an accruals basis using the sffective interest method and in accordance with the provisions of FRS 25 “Financial
Instruments Presentation™ and FRS 26 “Financial Instruments Measurement”

Finance costs are allocated 25% to revenus and 75% to capital in ne with the Board's expected long term spiit of revenue and capital return from the
Company's Investment portfolio

(g) Financial instruments
Other debtors and credrtors do not carry any interest, are short tarm in nature and are accordingly stated at nominsal value, with debtors reduced by
appropnate allowances for estimated irrecoverable amounts '

Cash at bank and in hand may compnse cash and demand deposits which are readily convertible ta a known amount of cash and are subject to
insignificant nsk of changes in value

Bank loans and overdrafts are classfied as loans and recewables and are measured at amortised cost They are iwbally recorded at the procesds
recevad net of direct 1ssue costs Finance costs, including any premiums payable on settiement or redemption and direct issue costs, are accounted for
on an accruals basis using the effective interest method
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Notes to the Accounts

(h) Taxation
Currant tax 1s provided at the amounts expectad to be receved or paid

Deferrad tax 1s accounted for In accordance with FRS 19 “Deferred Tax"

Deferred tax 1s provided on all timing differences that have onginated but not reversed by the balance sheet date Deferred tax labilties are recognisad for
all taxable timing differences but deferred tax assets are only recognised to the extent that 1t 1s probable that taxable profits will be avalable against which
those timing drfferences can be utilised

Tax reliet 15 allocated to expenses charged to capital on the "marginal basis™ On this basis, if taxable income Is capable of baing entirely offset by revenus
expenses, then no tax relef Is transfarred to caprtal

Determed tax 15 measured at the tax rata which 15 expected to apply in the penocds in which the timing differences are expected to reverse, based on tax
rates that have been enacted or substantively enacted at the balance sheet date and 1s measured on an undiscounted basis

{1 Value added tax (“VAT")
Expenses are disclosed inclusive of any related irecoverable VAT

() Foreign currency

In accordance with FRS 23 “The effacts of changes in Foreign Currency Exchange Rates” the Company is required to nominate a functiona! currency,
being the cumency in which the Company predominantly operates The Board, having regard to the currency of the Company's share captal and the
predominant currency in which nts shareholders operate, has determined that Steriing s the functional currency Sterling 1s also the currency in which the
accounts are presented

Transactions denominated in foreign currencies are converted at actual exchange rates as at the date of the transaction Monetary assets, liabilties and
equdy investments, denaminated in foreign currencies at the year end, are translated at the rates of exchange prevaling at the year end

(k) Dividends payable
In accordance with FRS 21 “Events after the Balance Shest Date”, the final dvidend 1s included in the accounts in the year in which tt Is approved by
shareholders

() Repurchases of the Company's own shares for cancellation

The cost of repurchasing Ordinary shares including the related stamp duty and transactions costs, 1s dealt with 1n the Reconciliation of Movement in
Shareholders’ Funds Shars repurchase transactions are accounted for on a trade date basis The nominal value of share capital repurchased and
cancelled 1s transferred out of “called-up share captal” and into "capial redemption reserve®

(m) Repurchases of shares into Treasury and subsequent reissues

The cost of rapurchasing shares into Treasury, Including the related stamp duty and transactions costs, 15 charged to a distrbutable capttal reserve and
dealt with in The Reconcilation of Movemants in Shareholders’ Funds Share repurchase transactions are accounted for on a trade date basis Where
shares held in Treasury are subsequently cancelled, the nominal value of those shares Is transferred out of “called-up share capital” and into “capital
rademption reserve”

The sales proceeds of Treasury shares reissued are treated as a reatised profit up to the amount of the purchase price of those shares and 1s transferred
to capital reserves The excess of the sales proceeds over the purchase price is transferred to *share premium®

2 (Losses)/gains on investments held at fair value through profit or loss

2013 2012

£'000 £'000

Gains an sales of Investments based on histonc cost 58,596 10,057
Amaourts recogrised in investment holding gans and losses in the previous year in raspect of

Investments sold in the year {57,170) (8,430)

Gains on sales of investments based on the carrying value at the previous balance shest date 1,426 1,627

Nat movement in investment holding gamns and losses {6,567) 49,369

{Losses)/gains on investments held at far value through profit or loss {5,141) 50,996
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3 Income
2013 2012
£'000 £'000
Income from investments
Overseas dvidends 2,737 5,626
Stock dvdends 4 572
2,741 6,198
Other interest recevable and similar Income
Stock lending fess 30 414
Deposit interest 3 -
33 414
2,774 6,612
4 Investment management fee
2013 2012
Revenue Capntal Total Revenue Capntal Total
£'000 £'000 £'000 £'000 £'000 £'000
Investment management fee payable to Henderson 126 378 504 397 1,193 1,590
Accounting, secratarial and administration costs payable
to Henderson 76 - 76 250 - 250
Investment management fee payable to Schroders 64 191 255 - - -
266 569 835 647 1,193 1,840

No performance fee 1s payable for the year and no provision s required at 31 December 2013 (2012 nil) Schroders agreed to wawve ts investment
management fee and any performance fee, for a pencd of six months following ts appointment on 15 March 2013

The bases for calculating the investment management and performance fees are set out in the Strategic Report on page 15

5. Administrative expenses

2013 2012
£'000 £'000
Administration expenses 255 321
Directors' fees 127 126
Custody fees 89 136
Professional fees, for advice regarding the proposed change of manager 72 128
Auditors’ remuneration for audit services 25 25
Auditors' ramuneration for taxation compliance services 3 5
Chantable donations 10 10
581 751

6. Finance costs

2013 2012

Revenue Capnal Total Revenug Capital Total
£'000 £'000 £000 £'000 £'000 £'000
Interest on bank loans and overdrafts 1 2 3 71 214 285
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7. Taxation on ordinary activities

2013 2012
Revenue Capntal Total Revenue Capital Total
£000 £'000 £'000 £'000 £'000 £'000
(@ Analysis of charge for the year
Irrecoverable overseas tax 133 - 133 617 - 617
Qverseas caprtal gains tax - 103 103 - - -
Current tax charge for the year 133 103 236 617 - 617

The Company has no corporation tax llability for the year ended 31 Decermnber 2013 (2012 nif)

{b) Factors affecting tax charge for the year
The standard rate of corporation tax in the UK changed from 2d4% to 23% with effect from 1 Apnl 2013 Accordingly, the Company's profits for this
accounting year would be taxed at a rate of 23 25%

The table below reconciles the expected corporation tax due on net return/{ioss) before tax based on current tax rates, to the current year's actual tax
charge The adjustments to amve at the total current tax charge for the year of £236,000 consist of overseas withholding tax suffered on dividends
recaved of £133,000 and overseas caprtal gains tax of £103,000 The corporation tax for the year 1s however nil (2012 nil), pnmarly due to the fact that
overseas dvidends and capital gains are not subject to UK corporation tax

2013 2012
Revenue Caprtal Total Revenus Capital Total
£'000 £000 £000 000 £'000 £°000
Net return/{loss) on ordinary activities before taxation 1,926 {8,538) 6,612) 5,143 50,696 55,839
Net return/{loss) on ordinary activities before taxation
multiplied by the corparation tax rate for the year of
23 25% (2012 24 5%) 448 {1,985) (1,537) 1,260 12,421 13,681
Effects of
Capstal losses/{returns) on investments - 1,852 1,852 - (12,765) {12,765)
Non taxable overseas dividends (637) - (637) (1,518) - (1,518)
Ovarseas withholding tax 133 - 133 6817 - 817
COverseas caprtal gans tax - 103 103 - - -
Expanses not deductible for tax purposes - - - 2 - 2
Unrelieved expenses 189 133 322 256 344 600
Current tax charge for the year 133 103 236 617 - 617

(¢} Deferred taxation

The Company has an unrecognised deferred tax asset of £2,112,000 (2012 £2,111,000) based on a prospective corporation tax rate of 20% (2012
23%) The reduction in the standard rate of corporation tax was substantively enacted in July 2013 and 1s effective from 1 Apnl 2015 The deferred tax
asset has ansen due to the cumulative excess of deductible expenses over taxable ncome Given the composition of the Company's porttolio, 1t is not
likely that this asset will be utiised in the foreseeable future and therefore no asset has been recogrised In the accounts

Gwen the Company’s intention to continue to meet the conditions required to obtan approval as an Investment Trust Company, no provision has been
made for deferred tax on any capital gans or losses ansing on the revaluation or disposal of investments

8. Dividends
(a) Dividends paid and declared
2013 2012
£'000 £'000
2012 intenm dividend paid of 3 25p (2011 3 25p) 4,816 5,129
2013 2012
£'000 £'000
2013 intenm dwidend prepesed of 3 25p (2012 3 25p) 2,417 4,816
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{b) Driidends for the purposes of Section 1158 of the Corporation Tax Act 2010 (“Section 11587)
The requiremants of Section 1158 are considered on the basis of dwvidends declared in respact of the financial year as shown below The revenus

avallable for distnbution by way of dvidend for the year 1s £1,793,000 {2012 £4,526,000)

2013 202
£'000 £'000
2013 intenm dmdend proposed of 3 25p (2012 3 25p) 2,417 4,816
9 Return/(loss) per share
2013 2012
£'000 £'000
Ravenue return 1,793 4526
Caprtal {loss)/return (8,641) 50,696
Total (loss)/return (6,848) 55,222
Waightad average number of shares in 1ssue dunng the year' 90,510,583 165,131,153
Revenue return per share 198p 292p
Capital {loss)/return per share {8 55)p 32 68p
Total {loss)/return per share {7 57)p 35 60p
'The weighted average calculation takes into consideration the proportion of the year that the number of 1ssued shares remains unchanged
10. Investments held at fair value through profit or loss
213 2m2
£'000 £'000
Opening ook cost 237,404 260,344
Opening investment holding gains 60,599 19,660
Opening valuation 298,003 280,004
Purchases at cost 201,698 121,423
Sales proceeds (361,951) (154,420)
Gains on sales of nvestments based on the carrying value at the previous balance sheset dats 1,426 1,627
Net movement in investment holding gains and losses (6,567) 49,369
Closing valuation 132,609 298,003
Closing book cost 135,747 237,404
Closing investment holding {ossas)/gains (3,138) 60,599
Total investments held at fair value through profit or loss 132,609 268,003
The following transactions costs, compnsing stamp duty and brokerage commission, were incurred dunng the year
2013 2012
£'000 £'000
On acquistions 276 334
On disposals 604 475
880 809
11 Current assets
2013 2012
Debtors £000 £'000
Secunties sold awating settiernent 783 -
Dimdends and nterest racevable 111 384
Taxation recoverable 7 7
Other debtors 21 4
922 395

The Directors consider that the carmyng amount of debtors approximates to therr far value
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Cash at bank and in hand
Cash at bank and in hand compnises bank balances and cash held by the Company, Including short term deposits The carrying amount of these
represents their far value Cash balances in excess of a predetermined amount are placed on short term deposit at market rates of interest

2013 2042
Derivative financial instruments held at fair value through profit or loss £000 £'000
Index put options 310 -
12. Current liabilities
2013 2012
Creditors ameounts falling due within one year £'000 £'000
Secunties purchased awaiting settlement 4 -
Other credrtors and accruals 390 773
394 773
The Directors consider that the camying amount of creditors faling due within one year approximates to therr far value
2013 2012
Denvative financial instrument held at farr value through profit or loss £'000 £'000
Forward foreign currency contract 31 -

At 31 Decamber 2013, the Company held a single contract to purchase 15 6 milion US Doilars for 17 6 milllon Australan Dollars, for settlsment on
28 March 2014 Detalls of the Company's strategy for managing currency nsk are given in nots 20(a) (i) on pages 43 and 44

13 Called-up share capital

2013 2012
£'000 £000
Allotted, called-up and fully paid
Ordinary shares of 5p each
Qpening balance of 148,182 281 {212 160,888,407) shares 7,409 8,044
Repurchase and cancellation of 62,977,469 (2012 nil) shares folowing a Tender Ofter (3,149) -
Repurchase of 11,113,671 (2012 nil} sharas Inte Treasury following a Tender Offer (556) -
Reissue of 290,000 (2012 nil) shares from Treasury 15 _
Repurchase and cancellation of 12,708,126 shares - (635)
Subtotal of 74,381,141 {2012 148,182,281) shares 3,719 7,409
10,823,671 {2012 nil} sharas held in Treasury 541 -
Closing balanca' 4,260 7.409

Represents 85,204,812 (2012 148,182,281) shares of 5p each including 10 823 671 {2012 nil) shares held in Treasury

During the year, the Company purchased 74,091,140 of its own shares, following a Tender Offer representing 50% of the shares outstanding at the beginring of the year for a
total net considerabon of £151 758,000 Of these 62 977 469 shares, nominal value £3 148,873, were cancelled and the remaining 11,113 671 shares were held in Treasury
A total of 290 000 shares have subsequently been raissued ta the market from Treasury for a total consideraton of £586 000
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14. Reserves
Capntal reserves
Gains and Investment
Capital losses on holding
Share redemption Special sales of gains and Revenue
premmum reserve' reserve® investments losses reserve
£'000 £'000 £'000 £'000 £'000 £'000
Opening balance - 8,497 29,182 179,113 60,599 13,276
(Gains on sales of Investments based on the carrying valug
at the previous balance sheet date - - - 1,426 - -
Net movement in investment holding gains and losses - - - - {6,567) -
Transfar on disposal of investments - - - 57,170 (57,170) -
Realised losses on dervatives - - - (2,164) ~ -
Unrealised losses on open dervative contracts - - - - (591) -
Realised exchange losses on cash and short term deposits - - - {71} - -
Repurchase and cancellation of the Company's own
shares following a Tender Offer - 3,149 - (129,184y - -
Repurchasa of the Company’s cwn shares inte Treasury
following a Tender Offer - - - {22,574) - -
Reissue of shares from Treasury 5 - - 581 - -
Management fees allocated to capital - - - (569) - -
Finance costs allocated to capital - - -~ @ - -
Overseas capital gains tax - - - (103) - -
Dvidend paid - - - - - 4,816)
Retained revenue for the year - - - - - 1,793
Closing balance 5 11,646 29,182 83,623 (3,729) 10,253
'Represents the accumulated nominal value of shares repurchasad and cancelled
2Formerly Share Premiumn, but converted inte a distnbutable reserve
IIncludes £15 000 pad to PricewaterhouseCoopers for services in connection with the Tender Offer
15 Net asset value per share
2013 2012
Total equrty shareholders’ funds (£°000) 135,240 298,076
Shares in issue at the year end 74,381,141 148,182,281
Net asset value per share 181 82p 201 15p
16 Reconciliation of total (loss)/return on ordinary activities before finance costs and
taxation to net cash inflow from operating activities
2013 2012
£'000 £'000
Total floss)/return on ordinary activities before finance costs and taxation (6,609) 56,124
Less captal loss/(return) on ordinary activities before finance costs and taxation 8,536 (50,910)
Stock dmdends receved as Income (4} (572)
Decreass in prepayments and accrued Income 351 308
(increase)/decrease in other debtors (17 3
{Dacraase)/increase In creditors (3686) 553
Management fee allocated to captal (569) (1,193)
Overseas withholding tax deducted at source {314) 817)
Net cash nflow from operating activities 1,008 3,696
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17. Analysis of changes in net funds

Exchange
2012 Cash flow movements 2013
£'000 £'000 £000 £'000
Cash at bank and in hand 451 1,444 71) 1,824
Net funds 451 1,444 71 1,824

18 Transactions with the Manager

During the year, notice was given to Henderson Global Investors (*Henderson”) who had provided investment management, accounting, secretanai and
administration services to the Company A tenmination fee amounting to £580,00C was paid to Henderson in ieu of these services to the end of the notice
pencd on 25 March 2013 No performance fee was payable for this period (year ended 31 December 2012 nil) The total fees payable to Henderson for
the ysar ended 31 December 2012 amounted to £1,804,000, which included £250,000 for accounting and secretanal costs and £64,000 for marketing
services

The Company appomted Schroder Investment Management Limited (“Schroders”™), a wholly owned subsichary of Schroders ple, to provide investmeant
management services, Including accounting, company secretanal and administration services, with effect fror 15 March 2013 There are also
performance fee arrangements in place Details of the management and performance fee calculations are given in the Strategic Report on page 15 Ifthe
Gompany invests in funds managed or advised by Schroders or any of its associated companies, those funds are excluded from the assets used for the
purpose of the management fee calculation and therefore attract no fee Schroders agreed to wawve its management and performance fees for six months
from the date of appointment Thus the management fee payable to Schroders in respect of the year ended 31 December 2013 1s based on the
chargeable penod from 15 Septamber to 31 December 2013 and amounts to £255,000 The whole of this amount 1s outstanding at the year end No
perfermance fes 1S payable for the penod and no provision is required at 31 December 2013

No Director of the Company served as a director of Schroder nvestment Management Limited, or any member of the Schroders plc group, at any time
during the year

19. Disclosures regarding financial instruments measured at fair value

The Company's financial instruments within the scope of FRS 29 that are held at farr value include tts iInvestment portfolio and dervative financial
instruments

The nvestments are categonsed intc a hierarchy consisting of the following three levels

Level 1 - vaiued using quoted prices in active rmarkets

Level 2 — valued by reference to valuation technigues using observable inputs other than quoted market prices included within Level 1
Level 3 ~ valued by reference to valuation techniques using inputs that are not based on observabls market data

Categonsation within the hierarchy has been determined on the basis of the lowest level Input that 1s significant to the far value measurement of the
relevant asset

Details of the valuation techniques used by the Company are given in note 1{(b) on page 36
At 31 Decemnber 2013, the Company's iInvestment portfolio and derivative financial instruments are all categorised as Leval 1 {2012 sama)
There have been no transters betwsen Levels 1, 2 or 3 dunng the year (2012 nil)

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

In pursuing its objective, the Company 1s exposed to a vanety of financial nsks, including market nsk {comprising currency rsk, interest rate sk and
market price nsk), iquidity nsk and credit nsk The Directors' policy for managing these nsks s set out below

The process for managing nsk 1s unchanged from the previous year The Company's financial instruments comprisa

— Investments in equihies and equity related secunties which ars held in accordance with the Company's investrnent objective,
- short term debtors, creditors and cash ansing directly from ts operations,

— Index put options used to protect the capital value of the portfolig, and

- a forward foreign currency contract, the purpose of which 1s to manage the currency nsk ansing from the Company's
Investment actwties

{a) Market risk

Market nsk comprises three elements — currency nsk, interest rate nsk and market pnce nsk Information to enable an evaluation of the nature and extent
of these three elements of market nsk 1s given in parts {i) to (i) of this nots, together with sensitivity analyses where appropnate

{1) Currency nsk
Certain of the Company's assets, labities and Income are deneminated n curmencigs other than Sterling, which 1s the Company’s functional currency and
the presentational eurrency of the acoounts As a result, movements In exchangs rates will affect the Sterling value of those tems
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Management of currency nsk

The Manager monitors the Company's exposure to foreign currencies on a daily basis and reports to the Board The Board has authonsed the use of

hedging of the Company's currency exposure

Foreign currency exposure

The tar valua of the Company's menetary tems that have foreign currency exposure at 31 Decemmber are shown below The Company's iInvestments
(which are not monetary itemns) have been included separately in the analysis so as to show the overall ievel of expasurs

2013
South
Hong Kong US Tawan Korean Thar Singapore Australian Indian
Dollars Dollars Dollars Won Baht Dollars Dollars Rupees Other Total
£'000 £000 £'000 £'000 £'000 £'000 £'000 £'000 £000 £'000
Current assets 25 445 62 415 537 - 364 - 15 1,863
Current habilities - - - - - - {242) - (4) (246)
Denvative financial instrument held
at far value through profit or loss
- forward currency contract - 9,428 - - - - (9,459) - - {31)
Foreign currency exposurs on net
monetary tems 25 9,873 62 415 537 - (9,337) - 11 1,586
Investments held at farr value through
profit or loss that are equities 36,566 30,326 10,471 9,720 6,801 6,725 12,322 - 19,590 132,521
Denvative instruments held at far
value through profit or loss — index
put cptions 178 - 30 47 - - 55 - - 310
Total net foreign currency exposure 36,769 40,199 10,563 10,182 7,338 6,725 3,040 - 19,601 134,417
2012
South
Hong Kong us Tamwan Korean Thar  Singapore  Australian Indian
Dollars Dotlars Dollars Won Banht Dollars Dollars  Rupees Other Total
£000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £000 £'000
Current assets - - 637 339 - - - - - a7e
Currant labilities - (189) - - - - - - - (189)
Foreign currency exposure
on net monetary tems - (189) 637 339 - - - - - 787
Investments held at far value
through profit or Ioss that are
squities 118,479 31,961 23,188 60,027 - 3,368 - 25627 35,129 297,779
Total net foreign currency exposure 118,479 31,772 23,825 60,366 - 3,368 - 25627 35,120 293,566

The above year end amounts are broadiy representative of the exposure to foreign currency nsk dunng the current and comparative year
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Foreign currency sensitivity

The following tablas illustrate the sensitvity of net retumn after taxation for the year and net assets with regard to the Company's monetary financtal asssts
and financia! habilties and exchange rates The sensitvty analys:s 1s based on the Company's monetary currency finaneial instruments held at each
balance shest date and assumes a 10% (2012 10%) apprecration or depreciation in Sterling against the currencies 1o which the Company 1s exposed,
which 1s considered to be a reasonable illustration based on the volatiity of exchange rates dunng the year

If Sterling had weakened by 10% this would rasuit in the following gains

2013 2m2
£°000 £000
Income Statement - return after taxation
Revenue return 261 558
Capttal retum 159 79
Total return after taxation 420 837
Net assets 420 637

Conversely if Sterling had strengthenad by 10% this wou'd resutt In losses as shown by the numbers in the table above

In the opiron of the Directors, the above sensitmty analysis with respect to monetary financial assets and liabilites 1s broadly representative of the whote
of the current and comparative year The sensitvity with regard to the Company’s investments and foreign currency 1s subsumed into market price nsk
sensitvity balow

() Interest rate nisk
Interest rate movements may affect the level of income recevable on cash deposits The Company had no borrowings at the yaar end {2012 nij)

Exposure to interest rate risk
The Company had not drawn on its overdraft facility and the interest rate nsk ansing from the Company's cash balances was not significant at the year
end (2012 same) There was therefore no significant expasure to interest rate nsk (2012 same)

{m) Market price risk
Market pnce nsk inctudes changes in market prices, other than those ansing from interest rate nsk, which may affect the value of equity investments

Management of market price nsk

The Board meets on at least six occasions each year to consider the asset allocation of the portfolio and the nsk associated with particular countnes and
industry sectors The Board has authonsed the Manager to enter denvative transactions as a means of seeking capital praservation, subject to mits on
the percentage of the portfolio hedged and the duration of denvatves used

Market pnice nsk exposure
The Company’s total exposure to changes in market prices at 31 December compnses the following investments

2013 2012

£'000 £'000

Investments held at farr value through profit or loss 132,609 298,003
Denvative financial instruments held at far value through profit or loss — index put options 310 -
132,919 298,003

The above data 1s broadly representative of the exposure to market pnce nsk dunng the year

Concentration of exposure to market price nsk

An analysis of the Company’s investments Is given on page 12 This shows that the portfalio largely compnsas investments quoted mainty on Asian
stockmarkets Accordingly there 1s a concentration of exposure to that region Howsaver it should be noted that an investment may not be entirely
exposed to the economic conditions In its country of domicile or of Iisting

Market pnice nsk sensitivity

The following table lllustrates the sensitmvty of net return after taxation for the year and net assets to an increase or decrsase of 10% (2012 10%) in the
far values of the Company's Investments This level of change 1s considered to be a reasonabls llustration based on observation of current market
conditions The sensitvity anatysis 15 based on the Company's investments, adusting for the hedging effect of the index put options and including the
resutting effect on the managemen! fee, but with all cther vanables held constant
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2013 2012

10% increase 10% decrease 10% Increase 10% decrease
In fair value m fair value n fair value n fair value
£000 £000 £°000 £'000

Income staternent - return after taxation
Revanue return {21) 18 {45) 45
Capital return 12,747 {10,739) 29,667 (29,667)
Total return after taxation and net assets 12,726 {10,721) 29,622 (29,622)
Percentage change In net asset valua 94% {7 9%) 99% (9 9%)

(b) Liquidity nsk
This 15 the nsk that the Company will encounter difficulty n meeting its oblhgations associated with financial labilibes that are settied by delivering cash or
another financial asset

Management of the nsk
Liquidity risk 15 hot significart as the Company's assets compnse mainly readily realisable securities, which can be sold to meet funding requirements if
necassary Short tarm flexibility 15 achieved through the use of an overdraft faciity

Liquidity sk exposure
Contractual matunties of financial habilities, based on the earliest date on which payment can be reguired are as follows

Three months Thrae months

or less or less
2013 2012
£'000 £'000

Creditors amounts falling cue within one year
Secunties purchased awaiting settlement 4 -
Other creditors and accruals 390 773
Open forward currency contracts N -
425 773

(c) Gredit nsk

Credtt nsk 1s the nsk that the falure of the counterparty to a transaction to discharge its obligations under that transaction could resutt in loss to the
Company

Managerment of credit nsk
This nsk ts not significant and 15 managed as follows

Portfolio dealing
The Company invests iIn markets that operate a "Delivery Versus Payment” setfiement process which miligates the nsk of losing the pnncipal of a trade
during settlement

Cash
Counterparties are subject 1o daly credt analysis by the Manager Cash balances will only be deposited with repuiable banks with ligh quality credit
ratings

Exposure to the Custodian
HSBC Securties Services (UK) Limited (*HSBC") 1s the Custodian of the Company's assets The Company's investments are segregated from HSBC's
own frading assets and are thersfore protected from creditors in the event that HSBC were to cease trading

Credit nsk exposure

The amounts shown in the balance sheet under cash and short term deposits and dsbtors represent the maximum exposura to credit nsk at the current
and comparative year ends No debtors are past ther due date and none have been provided for

The value of secunties on loan at 31 December 2013 amounted to £5 1 mulion (2012 £31 6 millon) The highest value of secunties on loan dunng the
year ended 31 December 2013 amounted to £36 5 millon (2012 £43 9 mihon) Under the Stock Lending Agreemant, collateral 1s called in on a daty

basis and may comprise cash or sovereign debt with a rminimum value of 102 5% of the value of securities on loan, or equities with a minmum value of
105% of the value of securties on loan

{d) Fair values of financial assets and financial habilities

All financial assets and labiities are either camed In the balance shest at far value or the balance sheet amount 1s a reasonable approximation of fair
value
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21. Capital management policies and procedures ‘

The Company's capital 1s represented by its net assets and bomowings, which are managed to achiave the Company's investment objective, as set out
on the inside front cover, and which has changed following the appointrment of Schroders as Manager on 15 March 2013

The Company has an overdraft faciity in place which may be used to maxmise the return te sharsholders through an appropnate leval of geanng The
Board would not expect the level of geanng to exceed 30%, where gearing 1s defined as borrowings used for investment purposes, less cash, expressed
as a percentage of net assets The facility has not been drawn on dunng the year

The Board, with the assistance of the Manager, monitors and reviews the broad structure of the Company’s capital on an ongoing basis This review
Includes

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

- the need to buy back the Company's own shares for cancallation or to hold in Treasury, which takes into account the share price discount,
- the gpportunties for 1ssues of new shares or to reissue shares from Treasury, and

— the amount of dwidend to be paid, 1In excess of that which 1s required to be distnbutad

47




Asian Total Return Investment Company plc

Annual General Meeting — Explanation of Special Business

The Annual General Meeting (“AGM”} of the Company will be held on Wednesday, 30 Apriil 2014 at 12.30 p m. The formal
Notice of Meeting is set out on page 49

The following information 1s important and requires your immediate attention If you are in any doubt about the action you
should take, you should consult an independent financial adviser, authorised under the Financial Services and Markets Act
2000. if you have sold or transferred all of your ordinary shares in the Company, please forward this document with its
accompanying form of proxy at once to the purchaser or transferee, or to the stockbroker, bank or other agent through
whom the sale or transfer was effected, for onward transmission to the purchaser or transferee

Special Business to be proposed at the Annual General Meeting (“AGM")

Resolution 10 ~ Directors’ Authonty to allot Shares {Ordinary Resolution) and Resclution 11 — Power o Disapply Pre-emption Rights
(Special Resolution)

The Directors are seeking authonty to allot a brmited number of unissued ordinary shares for cash without first offening them to existing
shareholders in accordance with statutory pre-emption procedures

Appropnate resolutions will be proposed at the forthcoming AGM and are set out in full in the Notice of AGM  An ordinary resclution will
be proposed to authonse the Directors to allot shares up to a maximum aggregate nominal amount of £370,655 (being 10% of the 1ssued
share capital as at the date of the Notice of the AGM) A special resolution will also be proposed to give the Directors authonty to allot
securities for cash on a non pre-emptive basis up to a maximum aggregate nominal amount of £370,655 (being 10% of the Company's
issued share capital as at the date of the Notice of the AGM) This authonty includes shares that the Company sells or transfers that have
been in Treasury (if any) pursuant to the authonty conferred In Resolution 12 below The Board has established guidelines for Treasury
shares and will only re-issue shares held in Treasury at a price equal to or greater than the Company's net asset value {inclusive of current
year income)} plus any applicable costs

The Directors do not intend to allot shares pursuant to these authorities other than to take advantage of opportunities in the market as

they anse and only if they believe it to be advantageous to the Company's existing sharehalders to do so and when it would not result in
any dilution of NAV per share

If approved, both of these authonties will expire at the conclusion of the AGM in 2015 unless renewed, varied or revoked earlier
Resolution 12 Authonty to Make Market Purchases of the Company’s Own Shares (Special Resolution)

At the AGM held on 22 Apnl 2013, the Company was granted authonty to make market purchases of up to 22,212,523 ordinary shares of
Sp each for cancellation A total of 250,000 shares have been bought back under this authonty and the Company therefore has remaining
authonty to purchase up to 21,962,523 ordinary shares This authonty will expire at the forthcoming AGM

The Directors believe it 1s in the best interests of the Company and its shareholders to have a general authonty for the Company to buy
back its ordinary shares n the market as they keep under review the share price discount tc net asset value and the purchase of ordinary
shares A special resolution will be proposed at the forthcoming AGM to give the Company authority to make market purchases of up to
14 99% of the ordinary shares in 1ssue as at the date of the Notice of the AGM (excluding Treasury Shares} The Directors will exercise
this authonty only 1f the Directors consider that any purchase would be for the benefit of the Company and its shareholders, taking nto
account relevant factors and circumstances at the tme Any shares so purchased would be cancelled or held in treasury for potential re-
issue If renewed, the authority to be given at the 2014 AGM will lapse at the conclusion of the AGM In 2016 unless renewed or revoked
earber
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Notice 1s hereby given that the Twenty-Seventh Annual General Meeting of Asian Total Return Investment Company plc will be held at
31 Gresham Street, London EC2V 7QA on Wednesday 30 Apnl 2014 at 12 30 p m to consider the following resolutions of which
resolutions 1 to 10 will be Ordinary Resolutions and 11 and 12 will be Special Resolutions

1 To receve the Report of the Directors and the audited Accounts for the year ended 31 December 2013

2 To approve the Company’s Directors' Remuneration Policy

3 To approve the Directors’ Annual Report on Remuneration for the year ended 31 December 2013

4 To approve the re-election of Dawvid Robins as a Director of the Company

5 To approve the re-elechion of Christopher Keljk as a Director of the Company

8 To approve the re-election of Hugh Aldous as a Director of the Company

7 To approve the re-election of Alexandra Mackesy as a Director ¢f the Company

8 To re-appoint PncewaterhouseCoopers LLP as Auditors to the Company

9 To authonse the Directors to determine the remuneration of PncewaterhouseCoopers Auditors of the Company

10 To consider, and if thought fit, pass the following resolution as an Ordinary Resolution

“THAT in substitution for all existing authonties the Directors be generally and unconditionally authonsed pursuant to section 551 of

the Companies Act 2006 (the “Act”) to exercisa all the powers of the Company to allot relevant secunties (within the meaning of

section 551 of the Act) up to an aggregate nominal amount of £370,655 {being 10% of the 1ssued ordinary share capital at the date of
this Notice} for a pened expining (unless previcusly renewed, vaned or revoked by the Company in general meeting) at the conclusion
of the Annual General Meeting of the Company in 2015, but that the Company may make an offer or agreement which would or might
reguire relevant secunties to be allotted after expiry of this authonty and the Board may allot relevant secunties in pursuance of that

offer or agreement *

11 To consider and, if thought fit, to pass the following resolution as a Special Resolution

“THAT in substitution for all exssting authonties and subject to the passing of resclution 10 the Directors be empowered pursuant to

sections 570 and 573 of the Companies Act 2008 (the “Act”) to allot equity secunties (within the meaning of section 580 of the Act) for

cash ether pursuant to the authonty conferred by resolution 10 or by way of a sale of treasury shares, as if section 561 of the Act did

not apply to the allotment This power shall be Iimited

(a} to the allotment of equity secunties whether by way of a nghts i1ssue, open offer or otherwise to ordinary shareholders and/or

holders of any other secunties in accordance with the nghts of those secunties where the equity secunties respectively aitnbutsble
1o the interests of all ordinary sharehclders and/cr such holders are proportionate {or as nearly as may be) to the respective
numbers of ordinary shares and such equity secunties held by them (or are otherwise allotted in accordance with the nghts
attaching to such equity secunties) subject in esther case to such exclusions or other arangements as the Directors may deem
necessary or expedient in relation to treasury shares fractional entittements or local or practical problems under the laws of, or the
requirements of, any regulatory body or any stock exchange In any terntory or otherwise howsoever,

o the allotment (otherwise than pursuant to subparagraph (a) above) of equity secunties up to a maximum aggregate nominal
value of £370,655 (being 10% of the Company's 1ssued ordinary share capital at the date of this Notice), and

(©) to the allotment of equity secunties at a pnce not less than the Net Asset Value per share
and shall expire at the conclusion of the next Annual General Meeting of the Company in 2015, {unless previously renewed, vaned,
or revoked by the Company prior to such date) save that the Directors may before such expiry make an offer or agreement which
would or might require equity securtties to be allotted after such expiry and the Directors may allot equity secunties in pursuance of
such an offer or agreement as if the power conferred hereby had not expired ”

12 To consider and, if thought fit, to pass the following resolution as a Special Resolution

“THAT the Company be and 1s hereby generally and unconditionally authensed in accordance with Section 701 of the Companies Act

2006 (the “Act”) to make market purchases (within the meaning of Section 693 of the Act) of ordinary shares of 5p each in the capital

of the Company (“Shares”) at whatever discount the prevailing market price represents to the prevaling net asset value per share

provided that

{a) the maximum number of Shares which may be purchased 1s 11,112,258, representing 14 99% of the Company's 1ssued ordinary
share capital as at the date of this Notice {excluding Treasury shares),

(b) the maximum price (exclusive of expenses) which may be paid for a Share shall not exceed the higher of,

N 105% of the average of the middle market quotations for the shares as taken from the London Stock Exchange Dally Official
List for the five business days preceding the date of purchase, and
i) the higher of the last iIndependent bid and the highest current independent bid on the London Stock Exchange,

{c) the minimum pnce {exclusive of expenses) which may be paid for a share shall be 5p, being the nominal value per share,

(d) this authonty hereby conferred shall expire at the conclusion cf the next Annual General Mesting of the Company in 2015 (unless
previously renewed, vaned or revoked by the Company pror to such date),

(e} the Company may make a contract to purchase ordinary shares under the authonty hereby conferred which will or may be
executed wholly or partly after the expiration of such authonty and may make a purchase of ordinary shares pursuant to any such
contract, and

{} any ordinary shares so purchased wili be cancelled or held in Treasury "

Ko

By order of the Board

For and on behalf of Registered Cffice
Schroder Investment Management Limited 31 Gresham Street,
Registered Number 02153093 London EC2V 7Q

13 March 2014

49




Asian Total Return Investment Company plc

Explanatory Notes to the Notice of Meeting

1

50

Ordinary sharehalders are entiled to attend and vote at the meeting and to appoint one or more proxies, who need not be a shareholder, as their proxy to
exercise all or any of ther nghts 1o attend, speak and vate on their behalf at the mesting

A proxy form s attached if you wish 10 appoint a person other than the Chairman as your proxy, please insert the name of your chosen proxy holder in the
space pravided at the top of the form If the proxy 1s beng apponted in relation to less than your full voting entrlement, please enter in the box next to the
proxy holder's name the number of shares In relation to which they are authonsed to act as your proxy If left blank your proxy will be deemed to be
authonsed in respect of your full voting entitierent {or If this proxy form has been issued In respect of a designated account for a sharsholder, the full voting
entitlement for that designated account) Addtional proxy forms can be obtained by contacting the Company’s Registrars, Equint Limited, on 0800 032 0641
or +44{0) 121 415 0207 for overseas callers, or you may photocopy the attached proxy form Please indicate in the box next to the proxy holder's name the
number of shares in relahon to which they are authonsed to act as your proxy Please also indicate by ticking the box prowded if the proxy instruction 1s one of
multiple Instructions being given Completion and retum of a form of proxy will not preclude a member from attending the Annual General Meeting and voting
in perscn

On a vote by show of hands, every ordinary shareholder who 1s present in person has one vote and every duly appointed proxy who 1s present has one vete
On a poll vote, every ardinary shareholder who 15 present in person or by way of a proxy has one vote for every share of which he/she is a holder

The “Vote Withheld” option on the proxy form 1s provided to enable you 1o abstain on any particular resolution  However it should be noted that a Vote
Withheld” 15 not a vote in law and will not be counted n the calculation of the proportion of the votes ‘For’ and ‘Aganst’ a resolution

A proxy form must be signed and dated by the shareholder or his or her attorney duly authonsed in writing In the case of joint holdings, any cne holder may
sign this form The vote of the senior joint holder who tenders a vote, whether in person or by proxy, wil be accepted to the exclusion of the votes of the other
jont holder and for this purpose senionty will be determined by the order in which the names appear on the Register of Members in respect of the joint
holding To be valid, proxy form{s) must be completed and returned to the Company's Registrars, Equinitt Limited, Aspect House, Spencer Road, Lancing,
West Sussex BN99 DA, in the enclosed envelope together with any power of attomey or other authorty under which it 1s signed or a copy of such authonty
certfied notanally, to amve no fater than 48 hours before the tme fixed for the meeting, or an adisumed meeting  Sharehclders may alse appont a proxy to
vote on the resoiutions beng put to the meeting electronically at hitp //www sharevole co uk Sharsholders who ara not registered to vote electronically, will
need {0 enter the Viating ID and Shareholder Reference ID set out in therr personalised proxy form Altematively, shareholders who have already registered with
Equiniti's Shareview service can appoint a proxy by togging onto ther portiolio at www shareview ¢a uk and clicking on the fink to vote The on-screen
instructions give detals on how to compiete the appointment process Pleass note that to be valid, your proxy instructions must be recenved by Equiniti no
later than 12 30 pm on 28 Apnl 2014 If you have any difficulties with online voting, you should contact the shareholder helpline on 0800 032 0641 {or +44(0)
121 415 0207 for overseas callers)

If an ordinary shareholder submits more than one valld proxy appomtment, the appointment recenved last before the latest time for receipt of proxies wil take
precedeance

Shareholders may not use any electronic address provided etther In this Notice of Annual General Meeting or any related documents to communicate with the
Company for any purposes other than exprassly stated

Representatives of shareholders that are corporations will have to preduce evidence of ther proper appaintment when atiending the Annual General Meeting

Any person to whom this notice 1s sent who 1s a person nominated under section 146 of the Companies Act 2006 to enjoy Information rights {a *“Nominated
Person”) may, under an agreement between him or her and the shareholder by whom he or she was nominated, have a nght to be appointed (or to have
someone else apponted) as a proxy for the Annual General Mesting If a Nominated Person has no such proxy appontment nght or does not wish to exercise
tt, he or she may, under any such agreement, have a nght to gve iInstructions to the shareholder as to the exercise of voting nghis

The statament of the nghts of ordinary shareholders in relation to the appointment of proxies in note 1 above does not apply to Nominated Persons The nghts
descnbed In that note can only be exercised by ordinary shareholders of the Company

Pursuant 10 Regulation 41 of the Uncertificated Secunties Regulations 2001, the Company has specified that only those shareholders registered in the
Register of members of the Company at 6 00 pm on 28 Apnl 2014, or 600 pm two days pror to the date of an adjourned meeting, shalt be entitied to
attend and vote at the meeting in respect of the number of shares registered in their name at that ime Changes to the Register of Members after 6 00 pm
an 28 Apnil 2034 shall be disregarded in determining the nght of any person to attend and vote at the meeting

CREST members who wish to appont a proxy or proxies through the CREST electronic proxy appontment service may do so Dy using the procedures
descnbed in the CREST manual The CREST manual can be viewed at www euroclear com A CREST message appointing a proxy (a "CREST proxy
nstruction”) regardless of whether it constitutes the appointment of a proxy or an amendment to the instruction previously given to a previously epponted
proxy must, n order to be vald, be transmitted so as to be receved by the issuer's agent (ID RA19) by the latest time for recaipt of proxy appontments

Copies of the terms of appointment of the non-executve Directors and a statement of all transactions of each Director and of his famely interests in the shares
of the Company, will be avalable for nspection by any member cf the Company at the registered office of the Company dunng normal business hours on any
weekday (Enghish public holidays excepted) and at the Annual General Meeting by any attendee, for at least 15 minutes pnor to, and dunng, the Annual
General Megting None of the Directors has a contract of service with the Company

The biographies of the Directors offenng themselves for re-election are set out on page 18 of the Company's Annual Report and Accounts for the year ended
31 Decemnber 2013

As at 13 March 2014, 74,131,141 Ordinary shares of & pence each were in 1ssue (11,073,671 shares were held in Treasury) Therefore the total number of
voting nghts of the Company as at 13 March 2014 was 74,131,141

A copy of this Notice of meeting, which includes detalls of shareholder voting nghts, together with any other nformation as required under Section 311A of the
Comparues Act 2006, 1s avalable fram the Company s website, www asiantotalretuminvestmentcompany com

Pursuant to Section 319A of the Companies Act 2006, the Company must cause to be answered at the Annual General Mesting any question relating to the
business being dealt with at the AGM which 1s put by a member attending the meeting, except in certaun circumstances, including 4 it 18 undesirable in the
nterests of the Company or the good order of the meeting that the question be answered or If 1o do so would involve the disclosure of confidental
infarmation
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Glossary of Terms

Absolute Return

Port{ohos that target an overall positive return rather than knking therr
performance to a market benchmark Seen as a useful dversification
toof, performance targets are usually expressed over and above cash
{with reference to LIBOR), inflation or kabilities

Examples include market neutral hedge funds or long term equity
mandates with the flexibility to invest In other asset classes to protect
capital values

Call Option

An option contract that gives the holder the nght, but not the
obligation, to buy the underying asset at the stated strke pnce on
(European style) or anytime before (Amencan style) the expiraticn

date The option seller 1s obliged tc deliver the underying asset should
the option holder exercise their nght to buy

Contract for difference {(CFD}

A contract for difference {CFD) commits the seller to pay to the buyer
the difference between the price of a share at the time the contract 1s
arranged and 1is pnce when the contract matures If the difference 1s
negative, the buyer pays to the seller As the upfront payment 1s only a
fraction of the total value of the shares involved, CFDs can be used as
a way to provide leverage to the buyer

Currency Forwards

Currency Forwards are foreign exchange rate contracts that settle
after a longer pencd of time than the more usual {'spot’) contracts
They can be used to reduce foreign exchange nsk by locking in the
current rate

Delta

A measurement of the sensitvity of an option pnece to changes in the
pnce of the underiying asset A call option's price is positively
correlated with the price of the underying asset, and its delta will take
any value between 0 and +1 Conversely, a put optton’s pnce Is
negatively correlated to the price of the underlying asset and its delta
will take any value between 0 and -1 A deep in-the-money option will
have a delta approaching -1 {for a put) or +1 {ior a call} A deep out-
of-the-money option will have a delta approaching 0

Delta-adjusted hedge

A measure of how much of the undertying assets are protected by
options It adjusts the total exposure of the hedges if they were all
thearetically In the money {the “notional”) by the extant to which these
hedges are at or gut of the money at prevaling prices For example,
as the undertying asset price declines towards the stnke pnce, a
previously out-of-the-money option moves into the money and
protects aganst the decline in the pnce of the underiying asset The
delta-adjusted hedge thereby converges to that of the notional hedge

Denvative

A financial instrument that denves s value from another asset or
product While denvatives can be used for speculatve purposes they
serve a vital role in nsk management with a substantially deeper, more
igquid and flexible market than exists for traditional assets such as
equities and bonds

Discount/Premium

The amount by which the share price of an investment trust 1s lower
{discount) or higher (premiurm) than the net asset value per share The
discount or premium 1s normally expressed as a percentage of the net
asset value per share

Dividend Yield
The annual dividend expressed as a percentage of the share price

Exchange traded contracts

Dervatives that are listed on an exchange such as NYSE Liffe or the
Chicageo Board of Trade Tailored denvative solutions are avallable on
an over-the-counter (OTC) basis

Gearing

Tha gearing percentage reflects the amount of borrowings {1 e bank
loans or overdrafts) the Company has used to invest In the market
This figure indicates the extra ameunt by which shareholders’ funds
would move if the Company’s Investments were to nse or fall This
represents borrowings used for investment purposes, less cash,
expressed as a percentage of net assets

Index Options

An agreement entered into by the Company that confers the nght but
not the obligation to sell or buy a specific stock market index within a
specified penod of time

Index Futures
An agreement entered into by the Company to sell or buy a specific
stock market index at a specific future time and price

Management Fee

The charge levied by an external investment manager for the
management of a company It1s usually charged annually, and may
censist of a fixed fee and/or a performance related fee

Margin

A returnable deposit paid in cash or In collateral terms at the inception
intial margin) and if necessary on an ongoing basis If losses oceur
{vanation margin) on long or short futures positions and short option
posiions

Mark to Market

The process of valuing the denvatives at daily intervals as the pnce of
the undertying asset moves and from here establishing if exira
vanation margin 1s required from exther counterparty
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Market Capitalisation
The market value of the Company as calculated by multiplying the
mid-market price per share by the number of shares i 1ssue

Net Asset Value (“NAV”)

The value of total assets less labilities Liabilities for this purpose
include current and fong term habilities The NAV divided by the
number of shares N 13sue produces the NAY per share The NAV 15
published daily

Official List
A list of secunties maintained by the UK Listing Authonty The Official
List includes afl secunties that are approved for trading in the UK

Ongoing Charges

Ongoing Charges represent the drag on performance caused by all
annual operating costs {including administration, management and
audit fees)

Option

Confers upon the holder the nght but not the obligation to buy {call) or
sell (put} an underiying asset, currency, commodity at an agreed pnce
on or before a specified date (Amencan style} or on a gven date
{European style}

See Call Option and Put Option

Option Premium
The amount per share paid by the option buyer to the option seller for
the nghts conferred in the option contract

Option Seller

The seller (or wnter of the option} s required to take delivery of the
underiying {for a put} or supply the underlying (for a call) if the option 1s
exercised by the option buyer

Out-of-the-Money

An option whose strke 1s either higher than the current market value,
for a call, or lower than the current market value, for a put The holder
would therefore expenence a loss through the exercise of the option

Over-the-Counter

Qver-the-counter (OTC) dernvative contracts are tailored to the
requirements of indndual chents and are negotiated contracts
between two private counterparties, without dealing through an
exchange

Put Option

Aninstrument which gives the option buyer the nght but not the
obligation to sell an underlying asset, currency, commodity at an
agreed pnce on or before a specified date (Amencan style) oron a
given date (European style}) The option seller has an obligatron 1o take
delivery of the underlying should the holder exercise their nght

Reference Index used for Companson
The MSCI All Countnes Asia Pacific ex-Japan Index (sterling adjusted)
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Total Return

This 1s the return on the share price or net asset value per share
taking inte account both the nse and fall of share prices and the
dmvidends paid to shareholders Any dividends receved by a
shareholder are assumed to have been reinvested in either additional
shares {for share price total return) or the Company's assets (for net
asset value total return)

Tracking Error
A way of measunng how much returns from a portfolio have differed,
or estimating how much they are Ikely to difer, from an index

Volatility

Volatility 1s a measure of the uncertainty of an investment Every prce
movement of aninvestment can be broken down mto twe parts one
part1s the movement we expect, and the other 1s what we did not
expect Volatiity comes from the part we don't expect
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Company Summary and Shareholder Information

The Company

It 15 not intended that the Company should have a hmited hfe, but the Directors consider It desirable that the shareholders should have the
opportunity to review the future of the Company at appropriate intervals Accordingly, the Articles of Association of the Company contain
provisions requinng the Directors to put a proposal for the continuation of the Company to shareholders at the Annual General Meeting of
the Company in 2016 and thereafter at three yearly intervals

Website and Price Information

The Company has a dedicated website, which may be found at www.asiantotalreturninvestmentcompany.com The website has been
designed to be utilised as the Company’s primary method of electronic communication with shareholders It contains details of the
Company's ordinary share price (subject to a delay of 15 minutes) and copies of Report and Accounts and other documents published by
the Company as well as information on the Directors, Terms of Reference of Committees and other governance arrangements in
addition, the site contans knks to announcements made by the Company to the market, Equinti’s shareview service and Schroders’
website There Is also a section entitled “How to Invest” which provides detarls of the Schroder 1SA

The Company releases its Net Asset Value on both a cum and ex-income bass to the market on a dally basis

Share price information may also be found in the Financial Times and on Schroders’ website at www.schroders.co.uk/its

Registrar Services

Communications with shareholders are mailed to the address held on the register Any notifications and enquinies relating to
shareholdings, including a change of address or other amendment should be directed to Equinti Limited at Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA The helpline telephone number of Equinih Registrars 1s 0800 032 0641 Calis to this number are free of
charge from UK Landlines Other telephone prowiders’ costs may vary

Equiniti maintans a web-based enquiry service for shareholders Currentty the “Shareview” site (address below) contains information
available on public registers

Shareholders will be iInvited to enter therr name, shareholder reference (account number) and post code and will be able to view
information on therr own holding  Visit www shareview co uk for more detalls

Association of Investment Companies
The Company 15 a member of the Association of Investment Companies Further information on this association can be found on its
website www theaic co uk

NPMI Status

The Company currently conducts its affars so that ts shares (with ISIN GB0008710798 and ticker ATR) can be recommended by IFAs to
ordinary retall investors in accordance with the FCA’s rules in relation to non-marmstream investment products and intends to continue to
do so for the foreseeable future The Company’s shares are excluded from the FCA's restrictions which apply to non-mamstream
nvestment products because they are shares in an investment trust

Dealing Codes
The dealing codes for the shares in the Company are as follows

ISIN GBCCOB710789

SEDOL 0871079
Ticker ATR




