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Witan Investment Trust plc
Annual Report 2012
Company profile

Witan is an investment trust which is listed on the London Stock
Exchange and was founded in 1909.

Aim
To be the preferred choice for wealth creation, delivering long-term capital growth and a
growing real income to shareholders through investment 1n global equity markets

Objectives and characteristics

¢ An independent multi-manager approach accessing the best available talent 1n the
global marketplace

¢ Diversified exposure both to developed and faster growing equity markets
¢ A dividend growing in real terms, ahead of inflation

¢ Selective use of gearing, alternative investment techniques and investment in other
asset classes

¢ Share buy-backs are employed to improve net asset value and reduce the level and
volatility of the discount

¢ Ensure competitive costs by strict control of expenses.
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Directors’ Report
Financial Highlights

Corporate Key Performance Indicators

| 31 December 2012 31 Decemnber 2011 % change |
Share price 303 Op 450 Op +118
Net asset value per ordinary share (debt at par value) 581 8p 516 Sp +12 6
Net asset value per ordinary share (debt at market value) 568 9p 503 7p +129
[Dividends per ordinary share 13 2p 12 0p +100
Discount (debt at par value) 13 5% 12 9%

Discount (debt at market value) 11 6% 10 7%

Share buy-backs® 12% 1 5%

Ongoing charges including performance fees© 097% 087%

Ongoing charges excluding performance fees© 0 69% 071%

Number of private investors®™ 31,329 33,421

€A) This 15 the discount to the NAV including mcome The average discount to the NAV, excluding income, with debt at market value in 2012 was
10 7% (2011 10 6%) (Source Datastream)

{8) The percentage of the ordinary share capital i 15sue at the previous year end that was bought back dunng the year

{C) The total of the recurnng operating and investment management costs (excluding the expenses of the subsichary company) expressed as a
percentage of daily average net assets including debt at market value (December 2011 figures restated following calculation changes from period
end average to daily average of net assets including debt at market value} (see notes 4 and 5 on pages 51 and 52) See further comment on page 4

{D} The sum of the number of accounts on the Company’s register of mernbers and the number of accounts in Witan Wisdom and Jump Savings

Performance
Total returns to 31 December 2012 1 year 1 years 5 years
% returm % return % return
Total shareholder return® +14 7 +219 +19 6
Net asset value total return® +156 +22 4 +18 7
Benchmark +13 0 +213 +150
FTSE All-Share Index ® +12 3 +24 2 +13 2
FTSE World (ex UK) Index @ +119 +22 6 +20 8

F} Source Datastream The movement in the ordinary share price adjusted to include the notional reinvestment of dividends
() Source Datastream/Witan The movement in the net asset value per share adjusted to include the nononal remnvestment of dividends
G} Source Witan Since 1 October 2007 the benchmark has been a composite of four indices the FTSE All-Share Index 40%,
the FTSE All-World North Amernica Index 2046, the FTSE All-World Europe {ex UK} Index 20% and the FTSE All-World Asia Pacific Index 20%
H) Source Datastream See also FTSE International for conditions of use (www ftse com)

Other Financial Information

[ 31 December 2012 31 December 2011 Y changel
Net assets £1,105,847,000 £994,349,000 +112
Number of ordinary shares in issue 190,079,500 192,367,000 -12
Revenue return per ordinary share 14 50p 13 27p +9 3
Gearing* 61% 10 5%

* Ihe difference between sharcholders’ funds and the total market value of the investments (nduding the facc value of futures positions)

expressed as a percentage of sharcholders’” funds

he Company’s ten

1istorical record 18 shown on page /R,
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Chairman’s Statement

“For myself [ am an optimist — it doesn’t seem to be much use to be anything else ” -

Winston Churchill

Highhghts

The NAV total return of 15 6%
outperformed the benchmark’s
return of 13%

NAV total return over last five
years was 18 7%, 3 7% ahead of
the benchmark

Dividend increased by 10%,
7% ahead of the rate of inflation

Quarterly dividends introduced
from 2013

The 38th consecutive year of
increased dividends

Performance and Shareholder Returns
In 2012 Witan delivered a net asset
value total return of 15 6%, 2 6%
better than our benchmark, which
gave a total return of 13% The nse n
2012 more than made up for the fall
n 2011, despate volatile expectations
for economic growth and weaker
trends 1n corporate profits We were
able to increase cur dividend by 10%,
while adding to our revenue reserves,
marking the 38th consecutive year of
rising dividends at Witan

Despite the difficulties that have been
placed before the global economy over
the last 5 years, Witan has achieved an
NAV total return of + 18 7%, which 1s
+ 3 7% ahead of our benchmark over
this peniod

Fluctuating economic hopes 1n 2012
resulted in markets displaying some of
the rellercoaster characteristics of the
previous two yvears A strong first
quarter was largely reversed 1n the
early summer months, before a more
positive trend became established 1in
the second half of the year The two
prinapal drivers of the strong returns
were more pro-active official policies
to sustain economic growth, actng on
the dry tinder of the low equuty
valuations which prevailed at the end
of 2011 Although arguments will
continue over the policy of
quantitative easing (central banks
printing money to buy government
bonds) 1t has undeniably helped offset
the negative effects of contraction 1n
the banking sector and kept interest
rates low, whach benefits borrowers
(including, of course, governments)

2012 was a rerminder that buying
assets at low valuations gives a degree
of fundamental support, even during
periods of disappointing economic
news The positive returns for equity
investors were assisted by a number of
feared events which did not happen
Middle Eastern conflict did not lead to
a spike in o1l pnices, the Euro did not
itmplode and China did not shp into
recession Also on the positive side,
inflation fell worldwide, the US
housing market pulled out of a 6 year
recession and Northern European
govemments showed a greater
willingness to incur the costs of
buying time for Southern European
countnes to reform their economies

Portfolio Attribution

In 2012, our net asset value total
return was 2 6% ahead of our equity
benchmark, wath a positive total
return of 15 6% more than erasing the
fall in 2011 The principal contributors
were a 2 0% outperformance by our
managers and a 1 5% benefit from the
use of gearing during a year of rising
markets There was also a +0 5%
contnibution from a decline 1n the
effect from marking our debt to
market values and a +0 1% benefit
from share buy-backs These factors
were offset by the cost of borrowings
(-0 6%) and by operating and
investment management costs (-0 9%)

A breakdown of the performance
attributton 1s shown 1n the table on

page 4
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Performance Attribution

for the year ended 31 December 2312 (based on the Company’s financial statements)

Net asset value total return

Benchmark total return

Relative performance

15 6% Portfolio investment total return (gross) +15 0%
13 0% Benchmark total return +13 0%
Relative investment performance +2 0%
Gearing impact +1 5%
Effect of changed market value of debt +0 5%
Share buy-backs +3 1%
+2 1%
+4 1%
Borrowing costs -0 6%
Operating costs and tax -0 9%
-15%
+2 6% +2 6%

Ongoing Charges Figure (formerly
Total Expense Ratio)

The ongoing charges figure (‘OCF’)
{whuch 1s the recurnng operating and
investment management costs of the
Company, expressed as a percentage
of average net assets) was 0 69% n
2012, marginally below that for 2011
(0 719%) When performance fees paid
to our managers ate included, the OCF
was 0 97% 1n 2012 (2011 0 87%)

Dividend

Your Board has declared a second
intenim dividend of 7 2 pence per
share (2011 6 55 pence), to be paid to
shareholders on 28 March 2013,
making a total distnbution for the year
of 13 2 pence (2011 12 0 pence) This
represents an increase of 10%, some
7% ahead of the 2 7% rate of
consumer prnice inflation (CPI) in the
year to December 2012 Thus 1s the
38th consecutive year that we have
increased the dividend Duning this
penod (since 1974} the UK retail price
index has nisen approximately 900% (a
10-fold move 1n prices), while Witan’s
dividends per share have increased by
over 3500% (a 36-fold r1se)

QOur portfolio generated revenue
earnings per share of 14 50 pence, an
increase of 9 3%, allowing us to
increase our divaidend in real terms, as
well as adding £2 6 million to our
revenue reserves which at the year-
end stood at £43 4 million, after
providing for this year's second
interim dividend payment

In recent years, the practice of paying
dividends quarterly rather than twice
a year has become more common, as
the level of personal investor
ownership 1n many investment trusts
has grown and electronic payment
systems have reduced the additional
administrative costs The Retail
Distnnbution Review (“RDR”}, which
takes effect in 2013, also broadens the
potential investor base for investment
trusts, among groups for whom
predictable and regular dividend
payments are a mote important part
of the total return than for
institutional investors The Company
has accordingly decided to commence
paving dividends quarterly, starting in
2013 The first three payments (in
June, September and December) will,

1n the absence of unforeseen
circumstances, be paid at arate of 3 3
pence per share, being one quarter of
the full year payment for 2012 (13 2
pence) The fourth payment (in
March 2014) will be a balancing
amount, reflecting the difference
between the three quarterly dividends
already paid and the payment decided
for the full year

Share Buy-backs and Discount

The Company purchased a total of

1 2% of the starhing shares 1n 1s5ue
dunng the year These share buy-backs
generated an increase in net asset value
per shate of 0 1% as well as helping to
mamtamn the discount close to our
desired target of a sustainable level of
10% or below The share price discount
{compared with the net asset value
excluding income, with debt at market
value) ended the year at 10 2%
compared with 9 4% at the end of
2011 The average discount for the year
on this basis was 10 796 (2011 10 6%}

Witan's Mult-manager Approach
Witan 1s unique amongst investment
trusts 1n operating a fully-fledged
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Consumer Price Inflation

10 Year Growth in Witan's dividends per share versus UK

mult-manager structure for the
management of its assets This aimns to
benefit from the spealfic skilis of
particular managers, as well as reducing
the performance volatihty that can
come from having a single manager

The day to day investment
management of the Company’s assets
15 outsourced to third parties
However, the Board sets and reviews
all the key elements of the Company’s
strategy, including the choice of
mnvestment benchmark, the selection
of switable investment managers,
investment gutdelhines and lumits and
the appointment of providers for
other services required by the
Company The Board ensures that,
taking spectalist advice as appropriate,
its Directors have the appropniate mix
of skills and time available to address
the management of 1ts outsourced,
multi-manager investment approach

This structure 1s overseen by the
Company’s executive team, which 15
responsible for managing nsk appetite
by actively varying gearing as well as
taking advantage of specialised
opporturties which fall outside the
mnvestment managers’ remits Details

of the process and the changes
implemented duning 2012 are set out
in the Business Review on pages 7 to
17 Your Board 1s convinced that the
multi-managet approach 1s beneficial
particularly when 1t comes to global
investing However, we are mindful
that the spread of managers and
individual manager focus are key to
unlocking the benefits

Retail Distribution Review (RDR)

The implementation of the Retail
Distnbution Review ('RDR’} from 2013
will usher in changes in the
qualification requirements for
Financtal Advisers as well as ending
product provider “trail” commuissions
on future sales It has the potential to
mncrease interest in Witan from
mdividual mvestors and their
financial advisers, which creates an
opportunity for us and a requitement
to address 1ssues of relevance both for
chients with investment advisers and
those for whom investment advice
may be harder to obtain under the
new regime These 1ssues include
diversification of risk, tumely
nvestment updates, the policy on
dividend growth, the management of
the discount to net asset value and

corporate governance safeguards

Witan has well-established policies 1n

all these areas, which are set out in

more detail in the Business Review on

pages 7 to 17 Further details of

1nthiatives to increase the availability :
of information for investors and their

advisers are set out 1n the Marketing

Review on pages 70-71

AGM

Our Annual General Meeting will be
held at Merchant Taylors’ Hall on
Tuesday 30 Apri] 2013 at 2 30 pm
Formal notice of the meeting will be
sent to shareholders when the Annual
Report 1s published With my fellow
Drirectors, [ look forward to the
apporturuty to meet you then for the
Company’s 105th AGM

Andrew Bruce, who has been a
member of the board since 2002, will
be retinng from the Board at this
year's AGM He has served duning a
pernod of exceptional financial
turbulence, both as a Director of
Witan and a member of the audit
committee and I would like to thank
him warmly on behalf of shareholders
and the Board for his valuable service

Outlook

Equity markets made widespread
gains dunng 2012 despite headwinds
from downgraded growth
expectations 1n many regions This
positive market trend has continued
in the early part of 2013, amid signs
that economic performance was
improving from last year’s weakness,
with fewer downside risks than
appeared likely dunng the middie of
2012 Although the world appears
some way from a return to robust
economic growth, sentiment ts less
fearful, as evidenced by the inflows
into equity funds in recent months

2013 seems likely to be a further
year of convalescence for the world
economy A necessary correction in
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the prnivate sector debt overhang in
developed economies has been offset
by a burgeoning in public sector
budget deficits, to levels which are
likely to be unsustainable 1n the
longer term This has cushiened the
recent recession but led to
disagreement over how to tackle the
resulting problem of public sector
debt One group (led by the US but
with increasingly vocal support 1n
Europe) believes that higher economic
growth should be the prionty, arguing
that growth will engender lower
deficaits than if budgets are cut 1n
response to the currently wider deficits
experienced as a result of weak
growth The other group (led by
Germany) believes 1n addressing
deficits first, forcing economues to
adopt more competitive pohcies, 1n
the belief that faster economic growth
will eventually follow

The question of whether austenty will
impede or facilitate recovery 1s
sharpened by the sheer number of
countnes where economic growth 1s
weak, which are tempted to boost
their growth via a weaker currency
Since the whole world evidently
cannot devalue at the same time, the
global imbalances between output and
demand will need to be tackled,

requiring the “grasshoppers” to invest
more while the “ants” will need to
consume more The past few years
have shown that achieving political
consensus on a coordinated policy
approach 1s difficult

The other notable feature of
mvestment markets during 2012 was
the plunge 1n government borrowing
rates to multi-century lows Although
the continuation of low interest rates
{to assist with debt reduction and
encourage economic growth) may
protong the penod of depressed bond
yields, there 15 an increased risk of
bond investors losing money 1n real
terms, given that current yields are
below current and targeted rates of
mflation Bonds being expensive 1s
not itself a reasen to buy other assets,
such as equities, but 1t may prompta
broader defimition of what 1s meant by
investment nsk If the focus shifts
towards investing to preserve real
value rather than purely to avoid
short-term volatility the
outperformance of equities versus
bonds 1n 2012 could have much
further to go

Harry Henderson

Chairman
12 Mgrch 2013

\/NL___.
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Corporate Section

* Objectives and Strategy

* Management Arrangements

* Witan’s Benchmark

* Dividend Policy

* Market liquidity, Share Buy-backs
and Discount Policy

Marketing

Debt and Geaning Policy

* Key Performance Indicators

* Pnnaipal Risks and Uncertainties
¢ Witan Investment Services

* Prionties far 2013

Investment Section (page 12)

¢ Investment Policy
¢+ Portfolio Review
* The year In summary
* Manager changes
= Use of denvatives
» Gearing management
* Directly held investrments
» Portfolio diversification
* Investment Managers
* Manager Review
* Portfolio breakdown
» Qutlook
e Witan's Multi-Manager Approach

This Business Review provides shareholders and other
readers with information about the Company’s business
and results 1n 2012 and looks forward to the year ahead
It is divided into two sections. Corporate and Investment.

CORPORATE SECTION

Objectives and Strategy

Witan's objective 1s to be the preferred
chowce for wealth creation, delivenng
long-term capital growth and a nsing
real income to shareholders through
mvestment 1n global equity markets
Witan seeks to make money for
shareholders, to do so more effectively
than its sector peers with simular
objectives and to achieve consistent
outperformance of the global stock
marhets represented by its benchmark
Recognising the impottance of dividends
in the returns from equity investment,
Witan has a policy of seeking to increase
its dividend 1n real terms, ahead of CPI
mflation In addition, Witan seeks to
attract new mnvestors to buy the Trust's
shares 1in order to help mamntain hiquidity
for sharehaolders

Wtan’s portfolio has a multi-manager
investment structure This approach
allows us to select a range of high quality
fund managers with differing areas of
expertise from around the world ~ often
where the fund manager 15 not otherwise
available on the same terms {or at all) to
the UK investor This approach also aims
to reduce the performance volauhty
which can occur when employing a
single manager

Your Board behieves that active
management of rsk 15 essential 1n
mnvestment This 1s particularly relevant
when economic conditions are unsettled,
as 1 recent years, but an adaptable
approach 1s also approprnate in more
positive imes Where appropriate, we
are also willing to employ innovatve
investment techniques and invest in
diverse asset classes Investment trusts
have the advantage of being able to
borrow 1n order to improve performance
wn nsing markets Witan has £110 mullhion

of long-term debt (inciuding preference
shares) which can be deployed, hedged or
neutralised with cash balances according
to our view of the outlook for markets

It has a £50m short-term multi-currency
borrowing facility to give additional
flexibihty We have a policy of actively
managing geanng according to
mvestment conditions (see Investment
Policy section on page 12)

Management Arrangements

The management of Witan's portfolio 1s
predominantly outsourced to thurd party
nvestment managers around the world
A small proportion 1s invested 1n
externally managed collective funds
selected by Witan's in-house executive
management team (the ‘Executive’) in
areas to complement the delegated rermt
of Witan's external managers The
Executive manages and controls these
relationshups, recommends new
managers when a change 1s appropnate
and adwvises the Board on all relevant
mvestment and business matters The
Executive 15 also responsible for adjusting
the overall nisk appetite of the portfolio
(within gundelines set by the Board) and
for managing the subsidiary company,
Witan Investment Services Limited

Changes to the investment manager
Line-up dunng the year, along with other
nvestiment 1ssues, are referred to 1in
greater detail in the Investment Section
on pages 12 to 21 Our current managers
are listed on page 13

Witan uses thurd partes for the
supporting services it requires, including

e BNP Paribas Securities Services SA
{'BNPSS') for global custody,
Investment accounting and
admuinistration

* Frostrow Capital LLP for company
secretanal services
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¢ International Financal Data Services
('IFDS’) Limated as the savings plan
administrators of Witan Wisdom and
Jump Savings

¢ Cauldron Consutung for medha relations

* Tangible Financial for advertising

s Towers Watson to mornitor the market
for managers

The Company also takes specialist
compliance advice on regulatory 1ssues
and from time to tume, as required, also
procures professional advice in the areas
of legal, investment consulting, financial
and tax advice

Unlike other multi-manager services, we
do not levy an additional fee (on top of
the underlying external managers' fees)
and any negotated savings 1n mvestment
management fees directly reduce the
costs for shareholders Your Board applies
stnict discapline over central corporate
costs, as well as ensuring external
Investment management services are
secured on competitive terms

Our ongoing charges figure ('OCF,
previously known as the Total Expense
Ratio) reflects the recurring costs of
runming the Company, expressed as a
percentage of average net assets This
was 0 69% 1n 2012, marginally lower
than that for 2011 (0 71%) When
performance fees paid to out managers
are included, the OCF was 0 97% 1n 2012
{2011 0 87%) Positive portfolio
performance was reflected in a higher
payment for performance fees These
figures should be evaluated against the
weighted average OCF for the AIC Global
Growth sector of 0 799 (February 2013,
excluding performance fees, or 0 82%
including performance fees) (source AIC}
and of 1 53% for the open-ended Global
Growth sector (source IMA, Financial
Express as at December 2012)

Since November 2005 the Company has
had a lease on office premuses at 14 Queen
Anne’s Gate, London SW1H 9AA, which
15 also the Company’s registered office

The Company’s policy towards its
emplovees 1s to attract and retain staff

wtth the particular skills and expertise
required to manage the affairs of an
investment trust company Given 1ts
outsourced model and small number
of direct employees, the Group has
no specific policies 1n respect of
environmental or social and
commumity affairs

Witan’s Benchmark

Your Company’s benchmark 1s a
reference point for what shareholders
can expect 1n the long term from an
mnvestment 1n Witan, 1in terms of the
underlymng mnvestment structure of the
portfohio and mn performance Although
1t 15 an equity benchmark, your Board
reserves the night to invest in other assets,
if appropnate, for better performance or
capital preservation Since 1 October
2007 the benchmark has been

4096 UK

20u4h North Amernca
20% Europe ex-UK
209 Asia Pacific

Thus reflects a balance between the
domestic exposure and international
status of the UK market and a broadly
spread exposure to growth in other
regions of the world To assist shareholders
who may apply different benchmarks in
evaluating comparative performance, we
include performance information for
other commonly used indices 1n the Key
Performance Indicators summary section
on page 2 Dunng 2012, the comparator
indices were the FTSE All-Share Index
(UK), the FTSE All-World North America
Index (£), the FTSE All-World Europe (ex
UK} Index (£) and the FISE All-World Asia
Paaific Index (£) The Company seeks to
source the performance data for indices on
compelitive terms

The benchmark prownides a basis for
assessing the long-term performance of
the Company although the portfolio 1s
actively managed and not designed to
track any index Over shorter peniods
performance can be expected to vary,
sometimes considerably, from that of the
benchmark, while aiming for consistent
outperformance 1n the longer term

Dividend Policy |
The Company’s policy, subject to
circumstances, 1s to ncrease its
dividend per share 1n real terms, ahead
of the CPI The Board believes that this
should normally be funded from
current year revenue earnings, 1f
necessary making use of revenue
reserves to smooth vanations 1n
incoming in¢ome from the portfolio
Although the regulations governing
investment comparies now permit
dividends to be funded from capital
reserves, the Company 1s not currently
seeking to amend 1ts Articles of
Association, which preclude the
distnbution of capital reserves as
dividends The Company believes 1t

15 important that 1ts dividend payments
are viewed as sustainable (rather than
eroding capital) and the accumulated
revenue reserve of £43 4m, representing
1 7 times the annual dividend already
gives substanual flexibility to smooth
the impact of occasional declines in
market dividend payments

In accordance with this policy, for 2012,
the Board has declared a second interum
dividend of 7 2 pence per share, to be
paid to shareholders on 28 March 2013,
making a total distibution for 2012 of
13 2 pence (2011 12 0 pence) Thus
represents an increase of 10%, some 7%
ahead of the rate of CPI to December
2012 (2 79} Thus 1s the 38th consecutive
year that the annual dividend has been
increased

The Company has decided to commence
quarterly payment of dividends from
2013 The first three payments 1n respect
of any year will be made 1n June,
September and December at a rate which,
n the absence of unforeseen
circumstances, will be one quarter of the
total payment made in respect of the
previous financial] year The fourth
payment, the following March, will be a
balancing amount, reflecting the
difference between the three payments
already made and the payment decided
for the full vear
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Market liquidity, Share Buy-backs
and Discount Policy

Your Board places great importance on
the encouragement of a hquid market

in Witan'’s shares on the stock exchange
A healthy two-way market enables
shareholders to sell Witan shares at a
price that reflects prevailling market vatue
while potential new shareholders should
be able to invest with adequate market
hquidity for their needs The Company
also operates an active share buy-back
policy, purchasing shares for cancellation
when they stand at a significant discount
to the net asset value (excluding income,
with debt at market value), with the
objective of achieving a sustainable
discount of 1096 or less (subject to market
conditions) This policy has the direct
effect of improving net asset value per
share with the additional strategic aims
of mitigating volatility 1n the discount
and bringing the share price closer to the
net asset value

The level of share buy-backs during 2012
15 referred to 1n detail 1n the Chairman’s
Statement This activity not only
generated an increase in net asset value
per share of 0 1% but also helped to
reverse pertods of widening discounts
occasioned by market conditions

Marketing

Witan operates a marketing programme
designed to stumulate interest 1n the
Company’s shares by explaining our
investment strategy and petformance to
existng and potential new shareholders
This programme commurnrcates with
private and professional investors,
financial advisers and mtermedianes
using a range of media (including direct
meetings, press interviews and
advertising through traditional media
and the internet) In particular, the
Company aims to provide an informative
and easy to use web-site

(www witan comy) to enable investors and
their financial advisers to make informed
decisions about including Witan shares tn
their investment portfolios This tncludes
a section focused on the requirements of

Financial Adwvisers, given the mncreased
attention being paid to Investment Trusts
following the introduction of the Retail
Distribution Review in January 2013
Further details of the Company'’s
marketing and investment mformation
mnitiatives are set out in the Marketing
Review on pages 70-71

Debt and Gearing Policy

Witan has £110m of long-term debt
consisting of debentures, secured bonds
and preference share capital The
Company also has a £50 milhon one year
faciity, providing additional flexibility
over the level of geanng, as well as
enabling the Company to borrow in
other currencies than sterling, 1f deemed
appropriate Witan may either invest its
borrowings fully, or neutralise the gearing
effect with cash balances (or the sale of
equuty index futures) according to 1ts
view of the markets The Company’s
investment managers are not permitted
to borrow within their portfolios but may
hold cash 1if deemed appropriate

Key Performance Indicators

Your Board assesses 1ts performance in
meeting the Company’s objective against
the following key performance indicators

= Net asset value total return and total
shareholder returns, for which
outperformance compared with
Witan's composite benchmark 1s a key
objective

¢ Investment performance by the
mdividual managers, where
outperformance relative to the
relevant benchmark 1s expected

* Annual growth 1n the dividend,
where the Company’s pohicy 15 to
achieve increases in real terms, ahead
of inflation (subject to market
circumstances)

¢ The discount to net asset value,
where the objective 15 to achieve a
sustamable discount of 10% or less
(compared with the net asset value
excluding income, with debt at
market value} and an annual
average of no more than 11% on
the same basis

¢ Thelevel of ongoing charges, costs
are managed with the objective of
delivering a competitive ongoing
charges figure In recent years thus
has been ¢ 0 7-0 8%, excluding
performance fees paid to investment
managers Where higher charges arise,
these are carefully evaluated to assess
the net benefit for shareholders

Whtan's performance 1n 2012 agamnst
these indicators 15 shown on page 2, and
discussed 1n the Chairman’s Statement
on pages 3 to 6 and the Investment
Section of the Business Review on pages
12 t0 17 The Board also regularly reviews
absolute and relative volatility and nisk
statustics for the portfolio and evaluates
employee performance against assigned
personal targets

Principal Risks and Uncertainties
The Board has 1dentified the key nsks to
the Group which need to be managed
and has collated them 1n a nsk matnx
document The nsks relating to Witan's
subsidiary company, Witan Investment
Services Limited (‘WIS'), are separately
recorded The respective documents are
reviewed and updated regularly by the
relevant Board of directors

The Board 15 consclous that tt must
regularly review the nature of its
corpotate cbhjectives and strategy to
ensure that both remain relevant and
appropriate 1n a changing financial
services and savings market This includes
scrutiny of mnvestment polictes, the role
of marketing, the service offered by the
Witan Wisdom and Jump Savings
schemes and wider industry trends
These 1s5ues are reviewed at least
annually by the Board

The Group’s key nsks fall broadly under
the following categones

1. Market and portfolio risks

Witan has traditionally been a vehicle
for UK and overseas equity investment
Whilst this does not preclude a more
dversified or defensive strategy during
penods of falling or turbulent markets,
nonetheless a key nisk of investing in
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Witan 1s a general fall in equity prices
The other generic nsks, as with any
international equity portfolio, are the
overall investment strategy and the
resulting exposure to country, currency,
industnial sector, and stock specific risks
There are also rnisks assoctated with the
choice of managers

Your Board seeks to manage these nsks
through

* appropnate asset allocation decistons,
with a broadly diversified equity
benchmark The investment remit
covers the UK, North Amenca, Europe
and the Asia Pacific region
[nvestments are prinapally 1in hsted
(thus tradable) secunties Regional
weightings are reviewed 1n the
context of the Company's diversified
benchmark at each board meeting,
while country weightings, which
mainly arise from decisions on stock
selection, are assessed periodically as
part of the rnanager review process

» regular reviews of the competence
and stock selection skills of our fund
managers

* monitorning the economic outlock,
geo-pohtical environment and stock
market conditions around the world

¢ the application of relevant policies
on geanng and hquidity

* manager diversification, as the multi-
manager approach renders Witan less
exposed to individual manager
performance than with a
conventionally structured portfolio

* delegating authornty to the executive
management team to manage nsk
actively, whether to preserve capatal
or capitalise on opportunities

2 Investment activity and strategy risks
It is important that investment activities
are managed 1 a disaplined and prudent
way, to reduce the risk of falls in Witan's
portfolio value or underperformance
against the Company’s benchmark index
or 1ts peer group Adverse performance
could alsc result i the Company’s shares
trading on a wider discount The Board
seeks to manage these nsks by

implementing an appropriate asset
atlocation, with a portfolio that 15
spread across a diverse range of
investment managers and investments
These aspects are regularly reviewed,

1n addition to the extent of borrowings

During the year Witan’s Chuef Executive
Officer (CEO), Andrew Bell, managed
the overall business and investment
portfolio 1n accordance with hmits and
restrictions determined by the Board
These include hmaits on the extent to
which borrowings may be used The
Board regularly reviews the matters
delegated to executive management and
the CEO reports on comphance at each
Board meeting Directors are provided
with comprehensive management
information including investment
performance data, financial reports and
shareholder analyses The Board reviews
Investment strategy at each Board
meeting, while also monitoring the
implementation and results of the
ivestment process with the CEO The
CEO regularly reviews reports and data
which momnitor the portfoho’s principal
nisk factors

3 Corporate governance and
shareholder relations
Details of the Company’s comphance
with corporate governance best practice,
mcluding information on relations with
shareholders, are set out in the Corporate
Governance Statement on pages 28 to 35
The Board conducts an annual internal
review of the effectiveness of its
governance processes 1n managing the
Company and enabling 1t to evolve in
response to future challenges In line
with best practice, there 1s also a 3-yearly
external review, the most recent of which
was conducted n late 2010

Operational and regulatory nisks are
regularly and extensively reviewed by
Witan's Audit Commuttee Witan
Investment Services Limited ("WIS') 15
subject to 1ts own operating rules and
regulations and 1s regulated by the
Financial Services Authonty (‘'FSA")

Your Board tahes 1ts own regulatory
responsibilities very senously and reviews
the main ponts of comphance against
requirements quartetly Your Board also
takes corporate, legal, compliance,
accounting and tax advice as appropriate

Operationally the multi-manager
structure 1s robust, as the investment
managers, the custodian and the fund
accountants keep their own records
whuch are reconciled monthly
Management monitors the activities of all
thurd parties and reports any sigmficant
1ssues to the Board Comprehensive
contractual obligations and
mdemnufication provisions have been
put n place with each of the third party
service providers

4 Accounting, legal and regulatory

In order to qualify as an investment trust
the Company must comply with sections
1158-59 of the Corporation Tax Act 2010
(‘CTA"} A breach of these sections could
result in the Company losing investment
trust status and, as a consequerce, capital
gans realised within the Company’s
portfolio would be subject to Corporation
Tax The crteria are monitored by the
CEO and reviewed at each board meeting
The accounting rules affecting investment
trusts were revised 1n 2012, affording
greater flexibibty over portfolio structure,
the use of denvatives for hedging and
nvestment purposes and the ability to
pay dividends from capital reserves The
Company carefully momtors comphance
with these updated rules

The Company must comply with the
provisions of the Companies Act 2006
(‘Companies Act’), and, as the
Company's shares are listed for trading
on the London Stock Exchange, the
Company must also comply with the UK
Listing Authority’s Listing Rules and
Disclosure Rules (‘UKLA Rules’) A breach
of the Companies Act could result in the
Company and/or the directors being
fined or becomung the subject of
cnminal proceedings Breach of the
UKLA Rules could result 1n the
suspension of the Company’s shares
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which would 1n turn lead to a breach of
the provisions of the CTA

These legal and regulatory requarements
offer significant protection for
shareholders The Board relies on the CEQ,
the Company Secretary and the Group’s
professional advisers to ensure compliance
with the CTA, the Comparues Act and the
UKLA Rules WIS 15 regulated by the FSA
for the marketing and admirnstration of
savings plans and the provision of
investment advice to professional clients
The savings plans are admunistered on
behalf of WIS by International Financial
Data Services ('IFDS’)

The implementation of the Retail
Distnbution Review (‘RDR’) from 2013
15 expected to increase interest in
Investment Company shares, given the
increased level of qualification amongst
Financial Adwvisers and the ending of the
practice of product providers (principally
open ended funds) paying commission
to buyers of their umts The Company
has taken steps to increase the range of
informaton on its web-site (including

a section for Financial Adwvisers to help
inform the choices they make on behalf
of their investors), further details of
which are set out on pages 70-71

The Alternative Investment Fund
Manager Directive ('AIFMD’) has finally
been passed by the European Parhament
and 1s due to become UK law by July
2013 Although many of the 15sues
covered are already addressed by current
regulation, 1t will introduce changes in
the rules governing entities, such as
Witan, whuch are responsible for
managing investment funds (including
organisanons where aspects of the
management are delegated) and ensunng
the safe custody of investors’ assets

The Company 15 reviewing the detail of
the new regulations as they are finalised,
with a view to becoming authorised
under the Directive ahead of the
compliance deadline It remains the
Company's policy to meet best practice in
complying with all applicable
regulations, as an important part of

delivening returns to sharehelders and
safeguarding the Company’s assets

5 Operatronal

Many of the Group’s operations are
outsourced to third parties, principally
BNPSS Disruption to the accounting,
payment systems or custody records
operated by BNPSS could prevent the
accurate reporting and monitoring of
the Company’s financial position
Details of how the Board monitors the
services provided by BNPSS and 1ts
other suppliers, and the key elements
designed to provide effective internal
control, are explained further 1n the
internal control section of the
Corporate Governance Statement

Witan Investment Services (‘WIS")
Witan Investment Services Limited 1s a
wholly-owned subsidiary of Witan
Investment Trust ple It was established in
March 2005 to provide investment
products and services and to give
mvestment advice to professional
investors It 15 authonsed and regulated
by the FSA

The principal activity of WIS 1s to provide
executive management services to the
Boards of Witan Investment Trust plc
{‘Witan’) and Witan Pacific Investment
Trust ple (‘Witan Paaific’) and stimulate
interest 1n their shares

Its objectives are

* to operate a rehiable and efficient
investment savings platform for
Witan and Witan Paafic investors

* to provide suitable adwvice to the
Boards of 1ts corporate clients

* to mimumise the net operating costs
for Witan
to seek appropnate business
opportumutes which can add value
for shareholders

WIS has two principal sources of income
These are savings plan revenues from
transaction fees and annual management
charges and the executive management
and marketing fees paid by its corporate
clients, Witan and Witan Pacific

The savings plans provided for WIS chients
are marketed under the Witan Wisdom and
Jump Savings brands They cutrently have
over 25,000 customers with assets of some
£220 milion invested The main costs
ncurred by WIS (which form part of the
charges paid by savings plan account
holders) are fees to the savings schemes
admunistrator, IFDS Dunng 2012, the
account fees for Jump were rased, to
address the deficit between the costs of
operating the savings plan and the
revenue paid by account holders
Previously, the defiat had been funded by
shareholders as a whole Appropriate
safeguards and transttional arrangements
were put 1n place for smaller accounts and
others who wished to transfer elsewhere

Priorities for 2013

2012 was a positive year for equity
markets, despite generally
disappointing news on economic
growth Central banks have espoused
policies conducive to maintaining
economic growth, 1n the face of
headwinds presented by the debt
overhang from the last credit boom
Thuis has encouraged investors to look
beyond short-term negative news In
2013, the key prionties include

* Investment Set an appropriate
strategic asset allocation to reflect
changing opportunities 1n the world
economy Select and monttor
suitable managers to deliver our
strategic objectives through a multi-
manager structure Continue to
deliver dividend growth ahead of
inflation

® Regulatory change Achieve cost-
effective preparation to become
authonsed under the AIFMD
Communicate Witan’s active
ivestment process to existing and
potential shareholders in particular
increasing the focus on improving
information for personal investors
and financial advisers in the hight of
the RDR

* Chent service Provide good service
to the corporate and individual
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clients of Witan Investment
Services

¢« Business opportunities Seek
business development opportunities
where Witan's multi-manager and
Executive Management expertise
can be applied beneficially

INVESTMENT SECTION

Investment Policy

Witan invests primarily 1n global equities,
50 equity exposure 1s unlikely, 1n normal
conditions, to drop below 809 although
this does not preclude a more defensive
positioning in exceptional market
conditions The Board 1s prepared to
consider alternative investments when
appropnate

The Company has the power under 1ts
Articles of Association to borrow up to
100% of the adjusted total of
shareholders’ funds, with the objective
of enhancing returns In practice the
Board’s policy 1s not to allow gearing (as
defined on page 2) to rise to more than
200, other than temporanly in
exceptional circumstances Over the
past five years 1t has varied between 0%
and 15% and on occasion the Company
has held a small net cash position At
the end of 2012, the Company had in
place £110 million of long-term debt
and £21 million of short-term
borrowings (equivalent i total to

11 B% of shareholders’ funds), although

actual gearing was less than this (6 1%),
owing to cash holdings and a short
position 1n the UK 10 year Gilt March
2013 futures contract

Investment risk 1s managed through

» diwversification across global markets

« selecthion of a range of iInvestment
managers with different mandates

s monitorng and reviewing investment
managers’ performance and portfolhios

* active management of risk, taking
account of asset allocation, currency
exposures and geanng levels

= carefully controlled use of hquud,
exchange-traded index futures

Dunng the year the Company invested
1ts assets with a view to spreading
ivestment risk and i accordance with
the investment pehicy as set out above In
particular it has maintained a diversified
portfolio 1n terms of stocks, sectors and
geography, details of which appear on
pages 18 and 19 The portfolio has been
actively managed by the investment
managers, in accardance with their
ndividual mandates, with overall asset
allocation and nisk betng managed by
Witan’s executive team The directors
have recewved regular reports on
imvestment activity and portfolio
construction, both at and between the
regular meetings of the Board

Partfolio Review

The year in summary

2012 began on a posttive note, with
widespread equity market gains after the
market setbacks seen 1n 2011 Growth
indicators n the US had shown a
healthier trend towards the end of 2011,
while the European Central Bank (‘ECB”")
introduced generous funding terms for
the banking sector, which reduced fears
that the management of the Euro cnisis
would spin out of control and create a
sequel to the financial cnisis which
followed Lehman Brothers’ bankruptcy in
2008 There were also signs that the Bank
of Japan was contemplating more
AgEressIVE MOonetary easing measures,
with the adoption of an inflation target
in February

Thus rally lost momentum 1n March,
when signs emerged that economic
growth was again slowing Southern
European countries which had
implemented fiscal austenty measures
slipped 1nto recession, fuelling renewed
concerns about the banking sector,
particularly in Spain, in a further twist
1n the region’s recurring crisis of
economic management Fears of
conflict with Iran led to a nise 1n o1l
prices, the inflationary effects of which
were exacetbated by concerns over food
prices as a result of record drought
conditions in the US farming belt

Performance for 2012

! I Performance since multi-manager inception
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The table below shows the current investment management arrangements

Equity mandate Investment Manager Benchmark Investment style
UK Artemis Investment Management FTSE All-Share Recovery/special
situations
UK Lindsell Train FTSE All-Share Long-term growth from
undervalued brands
UK NewSmith Asset Managemernt FTSE All-Share Flexible, thematic

UK Smaller Companies

Henderson Global Investors

Hoare Govett Smaller
Cos {ex investment

Growth at an attractive
price

companies)

Global Southeastern Asset Management FTSE All-World Value

Glabal MES lnvestment Management FTSE All-World Growth at an attractive
price

Global Thomas Whtte International FTSE All-World Daversified growth at a
reasonable price

Global Veritas Asset Management MSCI All-World Fundamental value, real
return objective

Global Lansdowne Partners Limited Dj Global Titans Concentrated,

benchmark-independent
investment n global
developed markets

Pan-European

Marathon Asset

FTSE All-World

Capital cycles

Management Developed Europe
Asia Pacific Matthews International MSCI AC Asia Paafic Investment 1 companies
(including Japan) Capital Management*** Free with attractive and
growing dividend yields
Emerging Markets Tnlogy Global MSCI Emerging Markets Fundamental, growth
Adwisors orientated
Directly-held Witan Executive team Witan's composite equity Collective funds invested
investments benchmark in mspriced assets,

recovery situations or
specialist assets

*** Replaced Comgest from February 2013

Elsewhere, the UK economy slipped
into a penod of recession, albeit muld,
which disappointed hopes that 2012
would mark a recovery from weak
growth 1n 2011 In Japan, official
enthusiasm for more radical policy
measures did not last beyond the end of
the financial year in March, while
China was slower 1n reversing the
previous period of monetary tightemng
than investors wished

Equity markets proved fragile in the face
of these widespread disappointments and
had retraced the earlier rally by early
June The selling was less severe than in
August 2011, since markets appeared to
have become battle-hardened in the face
of the repetition of themes to which they
had already reacted in 2011

Furthermore, 1t became increasingly
apparent that central banks were
commuitted to fostenng economuc growth

and less concerned about inflation than
the previous year This helped to homt
investor fears, at the same time pushing
certamn government bond yelds to their
lowest levels 1n history The US, UK and
Germany saw 10 year bond yields fall
below 2%, offering investors a yield lower
than current and forecast inflation levels
The apparent absurdity of thus 1n
investment terrns was overwhelmed by
the clamour to own assets percerved as
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“safe”, where the eventual repayment at
face value {even 1f devalued by inflation)
was viewed as worth buying seemingly at
any price relahive to more volatile assets
which were more lowly valued

A gradual market recavery began in

the early summer, helped by reduced
expectations of air strikes on Iran’s
nuclear facihities, and a consequent fall
in o1l prices, which alleviated the
squeeze on consumers There were also
increasing signs that European leaders
recognised that 1t was imperative to
arrest speculation over fragmentation

of the Euro currency bloc and take steps
to underpin the financial position of the
banks and the debtor countres in
Southern Europe This culminated 1n a
watershed speech by the ECB Governor
Mario Draghi in which he declared he
would do “whatever it takes” to preserve
the Fure Although the details of the
ECB’s policy tools took further months
to become clear and had not been used

at the end of the year, the crucial 1ssue
of confidence had been addressed and,
for the me being, markets have acted
on the assumption that a “Lehiman 2”
cnisis rooted 1n a disintegrating Euro wall
be avoided Towards the end of the yeas,
the signs of recovery 1n the US housing
market became more consistent, China’s
economy appeared to have bottomed
out and an eye-catching election 1n
Japan saw the election of a leader who
had called for the Bank of Japan to
adopt a 2% 1nflation target and
undertake unlumited monetary easing
until 1t was achueved

Although these developments represent
events rather than solutions to problems
which are likely to take years to work
through, they provided a positive
impetus which saw all major equity
markets deliver strong returns, in
aggregate more than erasing the falls of
the previous year This was largely a
valuation shift, since corporate earrungs

estimates were under pressure for most of
the year Evidence of economic progress
15 hkely to be necessary to build on these
gains, despite the encouraging start to
2013, although the ratings on equity
markets are low by historic standards (f
current levels of corporate profits can be
sustained) and offer premium returns
relative to those on cash and most
government bonds

Manager changes

There was only one change to the list

of managers duning the year Lansdowne
Partners was appointed to manage a
new global portfoho for Witan This was
invested 1n their newly-established
Developed Markets Strategy, which
seeks significant outperformance and
absolute returns from a hughly
concentrated portfolio invested 1n larger
comparues in global developed markets,
without regard to market weightings

An allocation of 3% of assets was made
to them in December

Performance Benchmark
for the year ended 31 December 2012 and Value of % of Witan's Performance Performance
from inception to 31 December 2012 Witan assets  assets under Benchmark since since
managed management Performance Performance inception nception
Inception fm at311212 n 2012 in2012 to3112712 to311212
Investment Manager Date at311212 (Note 1) (%) (%) (%) {Note 2) (%) (Note 2)
Artermus Investment Management (UK) 06 05 08 104 6 86 +19 5 +12 3 +8 5 +3 2
Lindsell Train (UK) 0109 10 147 4 120 +22 6 +12 3 +17 1 +97
NewSmith Asset Management (UK) 0109 10 106 3 87 +13 4 +12 3 +77 +97
Henderson Global Investors (UK smaller) 3108 04 227 19 +36 5 +29 9 +133 +113
Southeastern Asset Management (Global} 3009 04 104 6 86 +95 +120 +57 +7 9
MFS Investment Management {Global} 3009 04 1049 86 +191 +120 +108 +79
Thomas White International (Global) 28 09 07 99 7 81 +100 +120 +4 8 +36
Ventas Asset Management (Global} 111110 146 7 120 +8 1 +117 +80 +50
Lansdowne Partners (Global) 1412 12 311 25 N/A N/A +02 04
Marathon Asset Management
(Pan-Europe) 2307 10 926 8 79 +190 +15 3 +7 0 +59
Comgest (Asia Pactfic (ex Japan)) 310707 779 64 +67 +17 8 +58 +7 4
Trnlogy Global Advisors (kmerging
Markets) 0212 10 339 44 +103 +13 4 -55 15
Witan Direct Holdings 1903 10 126 5 103 +215 +13 0 +3 1 +4 2

Notes

1 Excluding cash balances held centrally by Witan and the unquoted investments
2 The percentages are annualised where the inception date was before 2012

Sanrce The WM Company
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Since the year end, Matthews
International Capital Management has
been appointed to manage a portfolio of
C 9% of Witan's assets, investing i their
Asia Dividend Strategy covenng the Asia
Paaific region, including Japan They
replaced our previous Asia Pacific
managet (whose rermt excluded Japan),
reflecting our belief that the region’s
economies have become increasingly
interdependent and that although Witan
has benefited from bemng substantially
underweight 1n Japan in recent years this
will not always be the case Rather than,
asin 2012, using equity index futures to
raise exposure to Japan, alongside an Asia
ex-Japan manager, we believe that having
a manager with the abhty to allocate
capital on the basis of stock-specific
attractions 15 preferable to predetermining
allocations to Japan and Asia separately

Use of Derivatives

Exchange-traded benchmark futures were
employed on a number of occasions
dunng 2012 The pnincipal objectives for
which they were used were to increase
exposure to the Japanese equity market
(where our managers had few stock
holdings) 1n a way that mitigated the
drag from the weak yen, and to reduce
exposure to the risk of higher gilt yields

Exposure to the Japanese Nikkei index
future was varied durning the year
according to market circumstances The
position was closed at a profit durning
December, after a strong rally in the
market In March, the Company sold
gilt futures to establish a short position
in the 10 year gilt market, on the view
that the fall in yields to levels below the
mflation rate was likely to prove
unsustainable and that this was a way to
benefit from a reversal cof the move and
to mitigate the impact on the portfolic
from a future nse 1n bond yields Dunng
the second quarter of the year, yields fell
further and remained lower for the
balance of the year, so this position was
loss-making during the year

The undetlying futures exposure varied
between -3% and +3% of assets, fiushing

the year at -2 7% (the 10-year glt futures
position} The Company takes full
account of the effect of the underlying
value of the futures contracts on its
geaning The value of the investments
(which are traded on official exchanges)
15 fully marked to market every day

The use of futures has a number of
benefits It enables Witan to increase or
reduce its gearing at a known and
immediate price level, conferring tactical
flexibility It also provides a means of
adjusting asset allocation (for example,
by allocating investment to particular
markets) In both cases, the use of futures
enables the adjustments to be made
without interfering with the assigned
objectives for our investrment managers,
whuch are to pick stocks that will grow 1n
value over the medium to long term and
outperform their respective benchmarks

The operation of this investment area 1s
the responsibility of the CEQ, withun
guidelines set by the Board Transactions
are reported to the Board as they occur,
with the CEO being accountable for the
financial results The Company’s external
marnagers are not permitted to make use
of denvatives or to gear their portfolios

Gearing management

Geanng was managed actively dunng the
vear Starting the year at 10 5%, 1t was
reduced following the rally in the early
meonths of the year and reduced again
with the sale of the Japanese equity
future position 1n December, to end the
year at 6 196 Geanng was a significant
benefit to performance dunng 2012,
increasing the Company’s exposure to
the positive market trend The Company’s
policy 1s that geanng should be used
judiciously as a potentially effective tool
to boost returns

Durectly held investments

In 2010, the Company 1nitiated a policy
of making direct investments of up to
10% of assets 1n selected collective funds,
with the management of this portfolio
being the responsibility of the CEOQ This
portfolio, which was 9 8% of assets at the
end of 2011, outperformed Witan's

benchmark during 2012 (after lagging 1n
2011) and represented 10 3% of assets at
the year end The portfolio was a net
seller of assets dunng the year, although
the list of investments was the same as at
the end of 2011 The main investments
were in listed private equity and related
comparues (31 Group, Electra Private
Equity, Princess Private Equity and NB
Distressed Debt Investment Fund), UK
domestic recovery (Schroder Real Estate
Investment Trust and Aberforth Geared
Income Trust), two specialist sector funds
(Polar Capital Insurance fund and
Ludgate Environmental Fund Limuted}
and the convertible bonds of Edinburgh
Dragon Investment Trust

Portfolio diversification

In order to capture the changing
dynamics 1n the global economy and
prowvide stabihity against problems within
mdimvidual countnes, Witan’s portfolio 15
well diversified across global stock
markets and, importantly, across a range
of managers As expected 1n a multi-
manager portfolio, individual manager
returns vary, but 1n aggregate the
cutperformance at the portfolio level,
together with the effect of geanng
dunng a year of generally nsing markets
meant that Witan's net asset value total
returnof 15 6% outperformed the
benchmark (+13 0%)

Investment Managers

As setout 1n the table on page 13, the
portfolio consists of 12 separate external
mandates managed by different fund
mianagement firms, in addition to the
directly-held positions managed by the
CEO Each of the external managers 1s
entitled to a base management fee,
calculated according to the value of the
assets under management, and/or a
performance fee, calculated according to
invesiment performance, relative to the
benchmark applicable to the investment
mandate The fees for each of the
segregated investment management
agreements are subject to a cap 1n respect
of each accounting year The agreements
can be terminated on one month’s notice
(except one, for which a three month

[
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notice period applies) One of the
mvestment mandates 1s operated via a
fund, to simphify custody arrangements
1N emergng econemrtes

The base management fee rates 1n 2012
ranged from nil to 0 9 % per annum and
the performance fees ranged from nit to
20 per cent per annum of the relevant
outperformance The performance fees
are payable on a pro rata basis, after a
munimum initial period of one year The
average aggregate base management fee,
weighted according to the value of the
funds under management, was 0 35% as
at 31 December 2012 (end 2011 0 34%)
On a similar basis, the average
performance fee 15 11% of outperformance
of the relevant benchimark, subject to
capping of payments for any particular
year As an illustration, if our managers
uniformly outperformed their
benchmarks by 3% after base
management fees, this would generate a
performance fee of 0 34% of net assets,
giving total iInvestment management fees
of 0 69% The actual fees payable will of
course vary according both to the level of
performance and the vanation n
performance between managers with
higher or lower fees

Witan takes care to ensure the
competitiveness of the fee rates it pays
and that where higher fees are incurred
they are supported by good performance,
from which shareholders benefit

The Company’s external investment
managers may use certain services which
are paid for, or provided by, various
brokers In return, they may place
business, including transactons relating
to the Company, with those brokers

Manager Review

The table on page 14 shows the
performance of the individual equity
managers for 2012 as well as since
mnception, compared with their
respective benchmarks

The two best performers 1n absolute
terms during the yvear were Henderson

(managing a portfolio of UK smaller and
mid-cap compani€s), with a total return
of 36 5%, 6 6% ahead of 1ts benchmark
and Lindsell Train (one of our UK
managers) which generated a total
return of 22 6%, 10 3% ahead of the UK
market benchmark Arterus achieved a
total return of 19 5%, 7 2% ahead of the
UK benchmark, while MFS stood out
amongst our global managers, with a
return of 19 1%, 7 1% ahead of its global
index benchmark

The returns earned by all of our managers
during the year were positive and well
ahead of inflation Six of our external
managets and the internally-managed
portfolic of investment funds
outperformed their benchmarks, while
five of the external managers
underperformed These included
Comgest, our Asia Pacific manager, who
earned a total return of 6 7% during the
year but underperformed by 11 1%
Subsequent to the year end, we have
changed the structure of cur investment
management 1n the Asia region, to
include Japan 1n the portfolio and
appointed Matthews International
Capital Management for this mandate 1n
February 2013

A strong recovery in the price of the listed
prnivate equity holdings 1n particular
helped the directly held portfolio to
outperform dunng the year Although
there was net selling, as some holdings
were reduced into strength, the portfolio
ended 2012 at 10 39 of assets The two
largest exposures were to 31 Group and to
the ordinary shares and convertible
bonds of Electra Private Equity

Portfolio breakdown

The sector breakdown and tegional
exposure for the aggregated portioho 15
shown on page 18 A point to note 1s that
the financials weighting 1s boosted by the
investment companies held as specialist
direct investments The top 50 holdings
across the whole of Witan's portfolios are
set out on page 19 They represent 44 4%
of Witan's portfolio (2011 46 0%) Thas

highlights the substantial diversification
provided by our range of managers The
objective of using active managers 1s to
outperform, which requires the portfolio
to differ from the benchmark Witan’s
aggregated portfolio retains an individual
character distinct from the main holdings
in the relevant indices

Outlook

The problems facing the world economy
remain sumilar to a year ago but the
process of economic convalescence 1n
some developed economues 1s further
advanced (US housing being an
example), while the framework for crisis
management in Europe appears better
thought through Even though the
internat stresses of the Euro currency
zone remain unresolved, the nch North
appears to have decided that buying time
to help the poorer South to make
adjustments 15 a better approach than
coded threats of expulsion

Sentiment has become more positive
towards equity markets, reflecting the
avoidance of some of the worst case
scenarios envisaged at the end of 2011
Markets rosen 2012 in the face of
downgraded expectations for economic
growth and corporate earnings,
antictpating an tmprovement 1n 2013
This more optimistic mood has been
sustained 1n the early part of 2013

In absolute terms, after recent gains the
near-term upside from equities appears
tower than a year ago although if the
economic risks are under better control
nvestors may not insist on such high nsk
premua for buying equities, particularly
gven the sub-inflation returns on offer
from bank deposits and government
bonds In this environment, a more
selective approach 1s likely to be required,
since less return 1s on offer from a general
lewntation 1n the level of market indices
and more depends upon the growth
prospects, business resilience and quality
of management of individual companies
This 15 reflected 1n Witan’s increased
focus on managers with greater thematic
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or stock-specific concentration n thetr
portfolios

Witan's Multi-Manager Approach

As referred to elsewhere 1n this report,
‘Witan manages its porifolio using a
muln-manager approach Thos was
adopted 1n 2004, 1n the behef that no
single investment manager was likely to
excel 1n all asset classes over economic
cycles or longer time penods Seeking to
employ managers to invest 1n thetr areas
of greatest competence has the potential
both to improve returns and to reduce
risk relative to using a single manager
across the investment waterfront Our
investment processes are focused on

contimung to adapt to structural changes
and themes 1n the global economy while

beng resilient against the shorter-term
mfluences of economic cycles and shufts
N mnvestor sentiment

The Board and the executive team are
responsible for managing the portfolio’s

asset allocation, choosing a suitable range

of managers to use their stock selection
skills to implement the strategy,
designing approprate incentives and
monitonng performance against targets

Witan selects 1ts managers from amongst

those whose processes, principles and
performance commend them as long-
term custodians of investors’ wealth We
are seeking managers who can capture
the longer-term growth rewards from
equity investment by focusing on
fundamental value rather than chasing
short-term momentum Thus fits with a
fundamental dictum of equity

investment, that whalst in the short term
markets are a voting machine (affected by

sentiment) in the long term they are a
weighing machiune (reflecting substance)
Central to this approach 1s the idea of
balance Just as exposure to a single

market or a small number of investments

can lead to volatile performance, so can
mnivesting with a single manager or a
group of managers with the same
philosophy Witan’s approach aims to
balance different factors {(such as value

and growth approaches, geographical
exposure and secular growth versus
cycheal trends) with the intention of
profiting from the managers’ combined
ability to outperform over time

The tables on pages 13 and 14 give a
summary of the range of styles amongst
our carrent investment managers, the
proportion of Witan’s portfolio they
manage and their performarice over the
past year and since appointment Further
mformation 1s given on pages 20 and 21
regarding the managers’ history, the total
amount of investments they manage and
their investment approach
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Classification of Investments at 31 December 2012
(unaudited)

United Continental North Asia Pacific Latin Total
Kingdom Europe Amenca {ex Japan) Japan  Ametica Other 2012
% % % % % %
Basic Matenals Chemutcals 06 a9 03 - 01 - - 19
Industnal Metals & Mimng - 02 - - - - 02z
Mining 19 - - 04 - - 01 24
25 11 03 04 01 - 01 45
Consumer Goods Automobiles & Parts 01 03 - 01 - - - 05
Beverages 28 63 02 - 01 - - 39
Foad Producers 19 05 - 02 - - - 26
Househoeld Goods &
Home Construction 05 02 - 05 - - - 12
Leisure Goods - - - 04 - - - 04
Persanal Goods 08 10 05 03 - - - 26
Tobacco 07 01 02 - 01 - - 11
68 29 g9 15 02 - - 123
Consurner Services Food & Drug Retailers G1 01 06 - - - - 08
General Retatlers 03 01 11 08 - - 01 24
Media 46 07 13 02 - - - 68
Travel & Leisure 32 01 04 05 - — - 42
82 10 34 15 - - 01 142
Financials Banks 13 08 11 04 - 02 01 39
kquuty Investmont Instruments 49 13 06 - - - - 68
Financial Services 67 01 15 - - - - 83
Life Insurance 04 - 01 10 - - - 15
Nonlife Insurance - 05 21 01 - - - 27
Real Estate Investment Services 06 - - 06 - - - 12
Real Estate Investrnent Trusts - ~ 01 - - - - 01
139 27 55 21 - 02 01 245
Health Care Health Care Equipment
& Services 04 11 18 03 03 - - 39
Pharmaceuticals &
Biotechnology 12 12 04 - - - 01 28
16 23 21 03 03 - 01 67
Industnals Aerospace & Defence a9 02 06 - - - - 17
Construction & Matenals 01 23 - - - 06 - 30
Electronic & Electnical Equipment 06 03 01 04 01 - - 15
General Industnals 04 05 04 01 - - 01 15
Industrzal Engineertng 05 05 02 - - - a2 14
Industnal Transportation - 01 08 - - - - 09
Suppert Services 21 04 05 - 02 - - 32
46 43 26 05 03 06 03 132
Qi & Gas 1l & Gas Producers 35 07 08 03 01 01 01 56
1] Equipment Services
& Distnbution 04 02 06 04 16
39 09 14 07 01 01 01 72
Technology Software & Computer Services 26 01 17 o6 - - 50
Technology Hardware & Equpment 08 01 08 06 01 - - 24
34 02 25 12 01 ~ - 74
Telecommunications  Fixed Line Telecommurnicanons 04 01 0z 04 - - - 11
Mobile Telecommunications 14 04 - 04 - -~ 07 29
18 05 02 08 - - 07 40
Utities Elecincity - - 01 - - - 03 04
Gas Water & Multwutilities ~ 01 01 - - 04 - 06
- 01 02 - - 04 03 10
Open-Ended Funds __ (see note 3 below} - 05 04 24 - 10 07 50
Totals 2012 46 7 16 5 195 114 11 23 25 1000
Totals 2011 45 8 16 7 201 117 15 23 19 100 0

1 Unguoted mvestments, options and futures are not inctuded in this classification
2 Included n the above are fixed interest holdings (including convertibles) of £28,704,000 {2011 £26,879,000)

3 Open-ended funds relates to the collective investment fund used to invest in Emerging Markets and a specialist insurance fund
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Fifty Largest Equity Investments at 31 December 2012
(unaudited)

Market value of 9% of

Company holding £ million portfolio Country Sector
1 31 Group 355 295 UK Financial Services
2 Electra Pnvate Equity* 317 263 UK Equity Investment Instruments
3 Drageo 260 217 UK Beverages
4 Unilever 194 161 UK Food Producers
5 BP 188 157 UK Ol & Gas Producers
6 Dearson 178 148 UK Media
7 London Stock Exchange 167 139 UK Financial Services
8  Reed Elsevier 165 137 UK Media
9 Pnncess Private Equity 158 132 UK Equity Investment Instruments
10 Schroders 153 128 UK Financial Services
11 Vodafone Group 153 127 UK Mobile Telecommunications
12 Aberforth Geared Income 136 113 UK Equity Investment Instruments
13 Rio Tinto 132 110 UK Miing
14 Sage 130 108 UK Software & Computer Services
15 Royal Dutch Shell 126 105 UK/Netherlands 1l & Gas Producers
16 Daily Mail & General 108 090 UK Media
17 Edinburgh Dragon 3 5% Conv Bond 105 087 UK Equuty [nvestment Instruments
18 Greene King 103 086 UK Travel & Leisure
19 Burberry 96 080 UK Personal Goods
20 GlaxoSmuthKhne 92 076 UK Pharmaceuncals & Biotechnology
21 Roche Holdings 91 076 Switzerland Pharmaceuncals & Biotechnology
22 Compass 85 071 UK Travel & Leisure
23 Google 83 069 LSA Software & Computer Services
24 Capita 81 067 UK Suppott Services
25 BG 79 066 UK 01l & Gas Producers

Top 25 3735 3108
26 Standard Chartered 74 062 UK Banks
27 Lafarge 73 061 France Construction & Maternals
28 Cheung Kong 73 061 Hong Kong Real Estate Investment Services
29 Cemex 71 059 Mexio Censtrucuon & Matenals
30 MTN 70 0358 South Afnica Mobile Telecommunications
31 Walt Disney 69 057 Usa Mecha
32 Schroder Real Estate 69 057 UK Real Estate Investment Services
33 Tawan Semiconductor 68 056 Taiwan Technology Hardware & Equipment
34 Microsoft 68 0356 USA Software & Computer Services
35 NB Distressed Debt 67 05§ USA Equity Investment Instruments
36 Phulips 635 054 Netherlands General Industnals
37 Chesapeake 64 053 Usa Ol & Gas Producers
38 Rathbone Brothers 63 053 UK Financial Services
39 Fresentus 63 052 Germany Health Care Equipment & Services
40 Rolls Royce 63 052 UK Aerospace & Defence
41 BHP Billiton 62 052 UK Mining
42 Dell 61 051 USA Technology Hardware & Equipment
43 Genting Berhad 61 051 Malaysia Travel & 1 etsuge
44 ACS Acuwvidades 60 050 Spain Construction & Matenals
45 Bntish American Tobacco 58 048 UK Tobacco
46 DirecTV 57 048 USA Media
47 SabMuller 56 047 UK Beverages
48 Travelers 56 046 USA Nonkfe Insurance
49 Statoyl 55 046 Norway 0d & Gas Producers
50 Famrfax 5% 046 Canada Nonhife Insurance
Top 50 5336 44 39

The full portfolio 1s not listed because 1t contains over 500 companies The above histing 1s of the largest individual equity investments and as such
excludes the collective investment used to tnvest 1n Emerging Markets (which is valued at £53 9 mullion) and the specialist insurance fund {which 1s
valued at £6 6 nullion)

*Includes convertible bonds valued at £18 2 mullion
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Artemus Investment Management

Established 1n 1997, Artermis Investment Management Limited manages over £12 6bn* on behalf of a range of
retail and institutional chents Witan’s portfolio 1s a segregated murror of Derek Stuart’s £1 Obn UK Special
Situations Strategy launched in 2001 — a contranan fund that aims to outperform the FTSE All-Share Index by

3% per annum This approach seeks to exploit market inefficiencies, with an absolute return mindset, 1n order
to generate maximum returns It 15 a stock-picking strategy that aims to achieve long-term capital growth by
focusing on stocks that are out of favour and have turnaround potential

Henderson Global Investors

Founded in 1934, Henderson Global Investors (‘Henderson’) 1s wholly-owned by Henderson Group plc, which
1s dual-hsted on the London Stock Exchange and Australian Secunities Exchange Henderson Group is a
constituent of the FTSE 250 and S&P/ASX 200 indices Henderson Group plc 1s a focused organisation

consisting solely of Henderson, the asset management entity of Henderson Group plc The Group's
strategic focus 1s the development of Henderson as a leading investment manager, based around 1ts core
fixed income, equity and property capabilities as well as its offening of alternative products, such as pnivate
equity and hedge funds With its pnincipal place of business in London, Henderson has over £64 8bn assets
under management {as at 30 September 2012) and employs over 200 people worldwide

|:| Lansdowne Partners Limited

Lansdowne Partners Lumited Partnership, acting through 1ts general partner Lansdowne Partners Lirmted
(“Lansdowne Partners”) was founded 1in 1998 Lansdowne Partners manages assets for a diversified chent base
that includes some of the world's largest and most sophisticated investors Assets under management are

£7 2Zbn* across three distinct Equuity investment strategles, European, Developed Markets (previously known as
the UK Strategy) and Global Financials, each with 1ts own dedicated team of portfolio managers and analysts,
Lansdowne Partners employs 85 people 1n 1ts London office The investment philosophy 1s predicated on
generating consistent, absolute nsk-adjusted returns, through the use of exceptional investment talent within
a leading-edge cperational infrastructure Central to Lansdowne Partners’ investment philosophy 1s a ngorous
process of fundamental research The Developed Markets Strategy 1s run by Co-Heads Peter Davies and Stuart
Roden, who have been with Lansdowne since 2001 The Developed Markets Long Only Strategy leverages the
fundamental stock analysis of the team, investing predomnantly mn mega-cap compares (+$10bn market cap)
m developed markets

Lindsell Train

Lindsell Train Limited was established 1n 2000 by Michael Lindsell and Nick Train and specialises in the
management of UK equity, Japanese equity and global mandates for institutional clients The business was

founded on the shared investment philosophy that developed while the founders worked together from the
early 1990s Lindsell Train aims to provide a preofessional working environment where strong investment
returns are delivered to their clients over the longer term Both the founders were concerned about therr
ability to deliver such returns within the confines of the major institutions where they were employed
previously The business has grown steadily and assets under management total £2 1bn* Lindsell Train
continues to be majority owned by the two founders This 1s important because 1t ensures they mamntain the
integnity of the business principles on whuch the firm was founded

Marathon Asset Management

Marathon Asset Management was founded in 1986 and 1s totally independent, managing some £26bn* of
msttutional client assets At the heart of Marathon’s investment philosophy 1s the ‘capital cycle’ approach
to investment This 15 based on the 1dea that the prospect of high returns wall attract excessive capital (and

hence competition), and vice versa In addition, the assessment of management and how they respond to
incentives and the forces of the capital cycle 15 critical to the investment outcome The mvestment
philosophy 1s intrinsically contrariann Given the long-term nature of the capital cycle, Marathon's
investment ideas generally require patience and, by industry standards, iong stock holding perniods

Matthews International Capital Management {Matthews Asia)

Matthews Asia, an independent, privately owned firm based in San Francisco, 1s the largest dedicated Asia-
only investment speciahist in the U S Matthews has USD20 9 bn* 1n assets under management, including an

Asia Dividend portfolio managed for Witan Pacific Investment Trust since Apnl 2012 Matthews Asia
employs a fundamental, bottom-up investment process that seeks to identify companies with sustainable
long-term growth prospects, strong business models, quality management teams and reasonable valuations
Matthews Asia will seek to invest 1ts portion of the Trust in companies that are paying high dividends
relative to their current share price, or are well-positioned to do so 1n the future
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MES Investment Management

MFS 1s a global investment firm managing £197 8bn* of equity and fixed income assets for investors
worldwide Founded in 1924, MFS established one of the industry’s first in-house fundamental research
departments 1n 1932 Today, MFS offers a broad range of investment styles that combine both fundamental
and quantitative research and portfolio management Their investment philosophy has remained consistent
to identify opportunities on behalf of clients through the apphicatton of global research and bottom-up
secunty selection MFS’ culture 13 iInvestment dnven, client centred, and collaborative To underscore their
values of collaboration and accountability, they structure ownership and compensation to reward long-term
wnvestment performance and teamwork Up to 22% ownership of MFS 15 available to key MFS contnibutors
Their majonty shareholder since 1982 has been Sun Life of Canada (U S ) Financial Services Holdings, Inc

NewSmith Asset Management

NewSmuith Asset Management LLD, established in 2004 by a team of fund managers who had worked together
at Mercury Asset Management, has assets under management of £1 3bn*, the majority in UK equities on
behalf of a range of institutional and high net worth clients The UK team manages concentrated,
unconstrained equity portfolios, all with performance fee structures, and the team’s business model 1s dnven
by chient performance not by asset gathenng Their investment philosophy is driven by the depth of
understanting of UK compames and a strong market sense, combimed with a flexible investment style and a
thematic overlay

Southeastern Asset Management

Founded 1in 1975 and based in Memphis, Tennessee, Southeastern manages approximately £19 6bn* for a
range of institutional, hugh net worth and retail clients When Southeastern makes an investment they take
the view that they are purchasing that company 1n 1ts entirety They aim to avoid capital loss while targeting
an annual average return of at least inflation plus 10% In the US they manage the Longleaf mutual funds
which reopened in 2008 to new investors, after being closed for several years, due to the large amount of
opportunity 1n the market Southeastern 1s 100% employee owned with all staff equity investment made
exclusively 1into the firm’s funds

Thomas White International

Founded in 1992 by a Managing Director of Morgan Stanley Asset Management, Thomas White has £1 2bn*
under management With professionals in Chicago and Bangalore, India, Thomas White invests in 50 markets
around the world using a disciplined value-driven strategy Its analysts are aided 1n their stock selection by
propnetary fundamental appraisal techniques applied to each company within an industry and/or country

This body of valuation knowledge has been refined over decades Their urigue analytical approach allows them
to it overatl portfolio volatility and downside nsk while delivening excellent long-term investment returns

Trilogy Global Adwisors

Trilogy Global Advisors 1s a long-only specialist equity investment boutique managing global developed
and global emerging market portfolios for institutional pension schemes Founded in 1999, 1t 1s wholly
independent with all the equaty owned by the principal partners, other staff and non-executive directors
It has two investment offices in New York and Orlando, Florida, and a marketing and client service office
in London Total assets under management comprise £8 2bn* with approximately a quarter represented
by UK pension fund clients and around a third of total assets managed in dedicated global emerging
market equity portfolios

Veritas Asset Management

Ventas 1s an independent investment company, managing £8 9bn* of assets, with the key objective of
dehvening long-term real returns to 1ts chents Venitas aligns 1ts interest with chients’ objectives and 15 commutted
to partnershup Ventas manages both segregated portfolios and funds, with either long-only or long-short real
return mandates Their chents include institutions, chanties, trusts and private chients The company was
established tn 1993 and has offices in London, Zunch and Hong Kong Ventas Asset Management (UK) Ltd and
Veritas Asset Management AG are wholly-owned subsidhanes of The Real Return Group, whuch 15 100% owned
by management and employees and operates as a partnership

* Figures as at 31 December 2012

The foregoing summaries are based upon information supplied by the managers regarding their investment
styles and assets under management
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H M Hendersona<

AL C Bell ma

J E B Bevan  ma

R W Bayle®Pma, Fca

R A Bruce P ma, MBA

Appointed a director in 1988,
Harry Henderson became
Chairman in March 2003

He was formerly a partner

of Cazenove & Co and
subsequently a senior
execulive at Cazenove
Group ple, retinng 1n 2002
Mr ienderson 1s Chawrman
of Witan [nvestment Services
I'imited 1le s also a direclor
of Cadogan Settled Estates
Limated

M C Claydon < ga, MBA

Andrew Bell was appointed a
director and Chief Executive
Officer from February 2010
He 1s responsible for the overall
management of Witan
Previously he worked at
Rensburg Sheppards
Investment Management
Limated as Tlead of Rescarch
and as an equily strategist
and Co-Head of the
Investment Trusts team at
BZW and Credit Suisse First
Boston Prior to the City, he
worked for Shell in Oman,
leaving to take a Sloan
Fellowship at the London
Business School Heis a non-
executive director of
Henderson High [ncome Trust
pic and became Chairman of
the Association of Investmment
Comparues 1n January 2013
Mr Bell 15 a director of Witan
Investment Servaces Limuted

S E G A Neubert?

James Bevan was appointed a
director in 2007 He is CIO,
CCLA Investment
Management Before joining
CCLA in November 2006,

he was the Chief Investment
Officer at Abbey Prior to
Abbey, he was Chief
Envestment Qllwecr for
Barclays stockbrokers and
Barclays Personal Investment
Management, having joined
BZW tn 1988, following
postgraduate research 1
apphed econormics and asset
allocation at Cambridge
University

R ) Oldfield ** ma

Robert Boyle was appointed
a durector tn 2007 He s

a Chartered Accountant
and was a partner of
IncewaterhouseCoopers LLP
where he was responsible for
multi-nanonal chient
accounts, specialising in the
telecoms and media sectors
he was chairman of the PWC
European Entertainment and
Media Practice for twelve
years, rettnng in 2006 Heisa
non-executive director, and
chairman of the audit
committee, of Maxis Berhad
(in Malaysia), Centaur Media
plc and Prospenty Voskhod
lund Ltd (an AIM listed
company) and a non-
executive director of Schroder
AstaPacific Fund ple

A Watson *P CBE, BSc (Econ),

ASIP, Bamister-at-Law,
FCI51 (Hons), D S¢ (Hons)

Catherine Claydon joined the
Board in 2009 Previously she
was a Managing Director in
the Pension Advisory Group at
Goldman Sachs (1992-2007)
and Lehman Brothers (2007-
2008) She 15 a non-executive
director of the Dunedin
Income Growth Investment
Trust and Witan Investment
Senices Lirnited Sheisa
trustee of the Barclays UK
Pension Fund and the B
Pension Scheme and an
independent member of
Unilever UK Pension | umdd’s
Invesiment Commuittee

Suzy Neubert foined the
Board on 2 Apnl 2012 She1s
Sales & Marketing Director at
}J O Hambro Capital
Management, which she
joined in March 2006 She was
previously Managing Director
of Equity Markets within the
Global Markets and
Investment Banking Group at
Memll Lynch Securities in
London krom 1993, she
worked at Smith New Count
Europe {later taken over by
Mern!l 1 ynch) as a Furopean
equity analyst and later as
Director of Furopean Equity
Sales Prior to Smith New
Court, she worked at Hambros
Bank as an [xecutive in the
Corporate Finance drvision
She 15 a qualified barnster
She s a director of Witan

gt PO

— Ve b
Invesiment Services Lanuicd

Richard QOldfield joined the
Board 1n 2011 He s chief
executive of Oldfield Partners
LLP, an investment
managemen! firm which he
founded in 2005 after nine
years as chief executive of a
fanmuly investment office
Before that he was a duector
of Mercury Asset
Management plc which he
joined in 1977 He s
chairman of the Oxford
University investment
commutice and was chairrman
of Keystone Investment Trust
ple from 2001 to 2010 Heisa
trustee of Royal Marsden
Cancer Chanty and of
Canterbury Cathedral Trust

Tony Watson was appointed a
director in 2006 He was
appointed Sentor
Independent Drrector in
February 2008 He 1s a non
executlve director of
Hammerson ple, Lloyds
Banking Group plc, Vodafone
Group Pic and the
Shareholder Executive He
was chairman of the Trustees
of the Marks & Spencer
Pension Scheme and Strategic
Invesitment Board [ omated
(Northern Ireland) and was a
member of the Fnancial
Reporting Council Mr
Watson retired in 2006 from
an executive career in the
investment management
industry, most recently as
Chief Executive of Hermes
Fund Managers Limited

Andrew Bruce was appointed
a director in 2002 Heis
Group Credit Risk Director at
Barclays PLC where he has
responsibility for asset quality
and credit nisk across the
Barclays Group Heisalso a
member of the Advisory
Board of Clearsiream
International

a Independent non-executive
directors

b Members of the Audit
Committee which 1s
chaired by Mr Boyle

¢ Members of the
Remuneration Committee
which 15 chaired by Mrs
Claydon
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In this Section

* Activities and Business Review

* Investment Policy
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+ Subsidiary Company
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« Substanttal Share Interests

* Assets
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s Directors

* Directors’ Interests

+ Directors’ Conflicts of Interest

+ Directors’ Indemnity

» Directors’ Fees

* Financial Instruments and the Management of Risk

+ |Investment Managers

 Share Capital

s Payment of Supplers

* Independent Auditor

¢ Directors’ Statement as to the Disclosure of Information
to the Auditor

* Donations

» Annual General Meeting ('AGM”)

= Corporate Governance Statement

The directors present the Annual Report of the Group for
the year ended 31 December 2012

Activities and Business Review

A review of the business 1s given in the Charman’s
Statement on pages 3 to 6 and 1n the Business Review on
pages 7 to 17

The Company 1s required by the Compantes Act to

set out 1n this report a fair review of the business

of the Group during the financial year ended

31 December 2012 and of the positton of the Group

at the end of the year and a description of the principal
nisks and uncertainties facing the Group {'business
review’) The information that fulfils the requirements
of the business review can be found within the
Business Review on pages 7 to 17

Investment Policy
The Company’s mvestment policy 15 set out, within the
Business Review, on page 12

Status

Witan Investment Trust plc (‘the Company’) 1s
incorporated n the United Kingdom and registered 1n
England and Wales and domiciled in the Umted

Kingdom It 1s an investment company as defined in
section 833 of the Comparues Act 2006 and operates as an
Investment trust i accordance with sechion 1158 of the
Corporation Tax Act 2010 HM Revenue & Customns
approval of the Company’s status as an investment trust
has been received 1n respect of the year ended

31 December 2011, although approval for that year may
be subject to review should there be any subsequent
enquiry under Corporation Tax Self Assessment
Following changes to the section 1158 rules with effect
from 1 January 2012, the Company no longer has to seek
approval as an investment trust under section 1158 of the
Corporation Tax Act each year, but had to make a one-off
application for approval as an tnvestrment trust The
Company has received confirmation from HM Revenue
and Customs that it has been accepted as an approved
investment trust with effect from 1 January 2012,
provided 1t continues to meet the eligibility conditions of
section 1158 and of the ongoing requirements for
approved companies mn the Investment Trust (Approved
Company) (Tax) Regulations 2011

Subsidiary Company

The Company has one subsidiary company, Witan
Investment Services Limited, which provides marketing
services and investment products to the Company and
executive management and marketing services to third
party investment trust clients Witan Investment Services
Limited 1s authonsed and regulated by the Finangial
Services Authority to manage savings schemes for mvestors
and provide investment advice to professional investors

ISAs

The Company ntends to continue to manage 1ts affairs
so that 1ts mvestments fully qualify for the stocks and
shares component of an ISA and Junior 1SA

Substantial Share Interests
As at 12 March 2013, the following had notified the
Company of interests 1n the Company'’s voting nghts

\ %]
AXA Investment Managers SA 181
Legal & General Group plc (direct) 4 4

The above percentages are calculated by applying the shareholdings as
notified to the Company to the 1ssued ordinary share capatal as at
12 March 2013 {the shareholdings representing the voting nghts)

Assets

At 31 December 2012 the total net assets of the Group
were £1,105 8 milhon {2011 £994 3 million} At this
date the net asset value per ordinary share was 581 8p
(2011 516 9p)
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Revenue and Dividend

The total profit for the year was £146 3 million (2011 loss
£109 3 milhon) A profit of £27 7 mullion 1s attributable to
revenue (2011 £25 7 mill:on) The profit for the year
attributable to revenue has been apphed as follows

I £000 |
Dastnbuted as dividends.

First mtenim of 6 Op per ordinary share

(paid on 14 September 2012) 11,414

Second intenm of 7 2p per ordinary share

(payable on 28 March 2013) 13,665
Added to the revenue reserve 2,644

27,723

The directors have declared a second intennm dividend
instead of a final dividend 1n order to ensure that, as in
previous years, the distnbution is made to the shareholders
before 5 Aprit The Company intends to grow the dividend
1n real terms, ahead of inflation

Company Revenue Account

As permitted by section 408 of the Companies Act 2006,
the Company has not presented 1ts own income
statement The profit on the revenue return of the
Company deait with in the accounts of the Group
amounted to £27,660,000 (2011 £25,879,000)

Directors
The current directors of the Company are shown on
page 22

All the directors held office throughout the year under
review, with the exception of Ms Neubert, who was
appointed with effect from 2 Apnl 2012

At the Annual General Meeting on 30 April 2013,

Mr Bell, Mr Boyle and Mt Bruce will retire in accordance
with the Company’s Articles of Association Mr Bell and
Mr Boyle, being eligible, will seek re-election by
shareholders but Mr Bruce, although eligible, will not
Mr Henderson will also retire and stand for re-election,
as he has served as a director for more than nine years
and 1s eligible to stand for re-election The Board
considers him to be independent despite his length of
service This 1s explained in more detail in sections 1
and 2 on pages 28 and 29 The Board’s policy on the
frequency of the re-election of directors 15 set out on
page 29 1n the Corporate Governance Statement

Throughout the year the membership of the Audit
Committee comprised Mr Boyle (Chairman), Mr Bruce
and Mr Watson During the year the membership of
the Remuneration Commuittee compnsed Mrs Claydon
{Chairman), Mr Henderson and Mr Oldfield

As noted on page 28, Mr Henderson was formerly a
senior executive at Cazenove and a partner mn its
predecessor firm As one of a number of institutional
investors, the Company purchased in 2001 a holding of
shares 1n Cazenove Group plc (‘Cazenove’) (see note 10
(v) on page 56}

No drector was a party to, or had an interest 1n, any
contract or arrangement with the Company at any time
dunng the year or to the date of thus report With the
exception of Mr Bell, no director has or had a service
contract with the Company

Directors’ Interests
The interests of the directors in the share capital of the
Company were as follows

31 December 2012
Benefical Non-Beneficial

Ordinary shares

H M Henderson 722,732 432,500
A LCBell 110,000 -
J E B Bevan - -
R W Boyle 14,935 -
R A Bruce 3,546 -
M C Claydon 43,093 -
S E G A Neubert - -
R ] Oldfield 21,500 -
A Watson 25,000 -
940,806 432,500

1 January 2012

Ordinary shares Beneficial Non-Beneficial
H M Henderson 722,732 432,500
ALCBell 90,000 -
JEB Bevan - -
R W Boyle 12,149 -
R A Bruce 3,354 629
M C Claydon 42,312 —
S E G A Neubert* - -
R ] Oldfield - -
A Watson 25,000 -
895,547 433,129

*on appointment on 2 Apnil 2012
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Since the year end, Ms Neubert has bought 4,242
shares No other changes in the interests of the
directors have been notified No director had an interest
in the secured bonds, debenture stock or preference
shares of the Company

Directors’ Conflicts of Interest

Directors have a duty to avoid situations where they
have, or could have, a direct or indirect interest that
contlicts, or possibly could conflict, with the
Company’s interests With effect from 1 October 2008,
the Companies Act 2006 (‘the Act’) has allowed
directors of public companies to authorise such
conflicts and potential conflicts, where appropriate,
but only if the Articles of Association contain a
provision to this effect The Act also allows the
Articles of Association to contain other provisions for
dealing with directors’ conflicts of interest to avoid a
breach of duty There are two circumstances 1n which
a conflict of interest can be permitted either the
situation cannot reasonably be regarded as likely to
give rise to a conflict of interest or the matter has been
authorised in advance by the directors The
Company’s Articles of Association, which were
adopted by shareholders on 27 April 2010, give the
directors the relevant authority required to deal with
conflicts of interest

Each of the directors has provided a statement of all
conflicts of interest and potential conflicts of interest, 1f
any, applhicable to the Company A register of conflicts
of interest has been compiled and approved by the
Board The directors have also undertaken to notify the
Chairman as soon as they become aware of any new
potential conflicts of interest that need to be approved
by the Board and added to the Register, which 1s
reviewed annually by the Board It has also been agreed
that directors will advise the Chairman and the
Company Secretary in advarnce of any proposed
external appomntment and new cirectors will be asked
to submut a list of potential situations falling within the
confhcts of interest provisions of the Act 1n advance of
joining the Board The Chairman will then determine
whether the relevant appointment causes a conflict or
potential conflict of interest and should therefore be
considered by the Board Only directors who have no
interest in the matter being considered would be able
to participate in the Board approval process In
deciding whether to approve a conflict of interest,
directors will also act in a way they consider, in good
faith, will be most likely to promote the Company’s
success 1n taking such a decision The Board can impose

limuts or conditions when giving authornsation if the
directors consider this to be appropriate

The Board believes that its powers of authorisation of
conflicts has operated effectively since they were
introduced on 1 October 2008 The Board also confirms
that 1ts procedures for the approval of conflicts of
interest have been followed by all the directors

Directors’ Indemnity
The Company’s Articles of Association allow the
Company, subject to the provisions of UK legislation, to

{a) Indemnify any person who 1s or was a director, or a
director of any assoclated company, directly or
mdirectly against any loss or liability, whether in
connection with any proven or alleged negligence,
default, breach of duty or breach of trust by lum or
het, or otherwise, 1n relation to the Company or any
assoclated company, and

(b) purchase and maintain insurance for any person who
15 or was a director, or a director of any associated
company, against any loss or liability or any
expenditure he or she may incur, whether in
connection with any proven or alleged neghgence,
detfault, breach of duty or breach of trust by him or
her, or otherwise, i relation to the Company or any
assoclated company

Directors’ and officers’ liability insurance cover 1s 1n place
1n respect of the directors and was 1n place throughout
the year under review

Directors’ Fees
The report on the directors’ remuneration 1s set out on
pages 37 to 40

Financial Instruments and the Management of Risk

By 1ts nature as an investment trust, the Company 1s
exposed to market nisk, price risk, currency sk, interest
rate nisk, iquidity nsk and credit risk The Company's
policies for managing these nisks are outhined 1n note 14
to the accounts on pages 57 to 64

Investment Managers

It 1s the opimion of the directors that the continuing
appointment of the investment managers listed on
pages 20 and 21 is 1n the mterests of the Company’s
shareholders as a whole and that the terms of
engagement negotiated with them are competitive
and approprnate to the investment mandates
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The Board reviews the appointments of the
mnvestment managers on a regular basis and makes
changes as appropnate

Share Capital
The Company’s share capital compnses

a) ordinary shares of 25p nominal value each {"shares’)

The voting rights of the shares on a poll are one vote for
every four shares held (one vote per £1 of nominal
value) At 31 December 2011 there were 192,367,000
shares in 1ssue During the year a total of 2,287,500
shares was bought back by the Company for
cancellation At 31 December 2012 there were
190,079,500 shares 1n 1ssue and thus the number of
voting rights was 47,519,875 on a poll

The Company’s Articles of Association permut the
Company to purchase 1ts own shares and to fund such
purchases from 1ts accumulated realised capital profits
At the AGM mn May 2012 a special resolution was passed
giving the Company authornty, until the conclusion of
the AGM 1n 2013, to make market purchases for
cancellation of the Company’s ordinary shares up to a
maximum of 28,740,701 shares (being 14 39% of the
1ssued ordinary share capital as at 1 May 2012) As at
31 December 2012 the Company had vahd authonty,
outstanding until the conclusion of the AGM 1n 2013,
to make market purchases for cancellation of
27,087,701 shares A further 391,500 shares have been
bought back between the year end and the date of this
report and, accordingly, the Company has valid
authonty to make market purchases for cancellation of
26,696,201 shares The directors intend to seek a fresh
authonty at the AGM in Apnl 2013

The Company announced i December 2004 1ts intention
to buy back shares proactively in order to maintain an
approprate level of discount, with the aim of moving the
sustainable level of the discount to below 10% (excluding
mcome, valuing the Company’s debt on a market value
basis) Shares are not bought back unless the result 15 an
increase 1n the net asset value per ordinary share

b) 2 7% preference shares of £1 nominal value each

(‘2 7% preference shares’)
The 2 7% preference shareholders have no nghts to
attend and vote at general meetings At 31 December
2012 there were 500,000 2 7% preference shares 1n 1ssue
Further details on the preference shares are given 1n
note 17 on page 65

¢} 3 4% preference shares of £1 nominal value each

(‘3 4% preference shares’)
The 3 4% preference shareholders have no nghts to
attend and vote at general meetings At 31 December
2012 there were 2,055,000 3 4% preference shares 1n
1ssue Further details en the preference shares are given in
note 17 on page 65

At the AGM 1n May 2012 a speaial resolution was passed
giving the Company authornty, untl the conclusion of
the AGM 1n 2013, to make market purchases for
cancellation of the Company’s own 2 7% preference
shares and 3 4% preference shares up to a maximum of
all those 1n 1ssue This authonty has not been used
Accordingly, as at 31 December 2012 the Company had
valid authonty, outstanding until the conclusion of the
AGM 1n 2013, to make market purchases for
cancellation of 500,000 2 7% preference shares and
2,055,000 3 4% preference shares No preference shares
were bought back between the year end and the date of
this report Accordingly, the Company has vahd
authornty to make market purchases for cancellation of
500,000 2 7% preference shares and 2,055,000 3 4%
preference shares The directors intend to seek a fresh
authority at the AGM n Apnil 2013

There are no restrictions on the transfer of the
Company’s share capital and there are no shares or stock
which carry specific nghts with regards to control of the
Company

Payment of Suppliers

It 1s the Company’s payment policy for the financial year
to 31 December 2012 to obtain the best terms for all
business In general, the Company agrees with its
suppliers the terms on which business will take place and
1t 1s the Company’s policy to abide by such terms At

31 December 2012 the Company had no trade creditors
{2011 none)

The Company has signed up to the Prompt Payment
Code, which 1s administered for the Department for
Business Innovation and Skills by the Institute of Credat
Management

Independent Auditor

Resolutions to re-appoint Deloitte LLP as the
Company'’s auditor and to authorise the directors to
determine their remuneration wtll be proposed at the
forthcoming Annual General Meeting
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Directors’ Statement as to the Disclosure of Information
to the Auditor

Each of the directors at the date of approval of this report
confirms that

(1) so far as the director 15 aware, there 15 no relevant
audit information of which the Company's auditor 1s
unaware, and

(2) the director has taken all the steps that he/she
ought to have taken as a director to make
himself/herself aware of any relevant audit
information and to establish that the Company’s
auditor 15 aware of that information

This confirmation 1s given and should be interpreted in
accordance with the provisions of section 418 of the
Companies Act 2006

Donations

No donations were made to political parties during
the year No donations were made to chanties during
the year

Annual General Meeting ((AGM")

The next AGM wiil be held at 2 30 pm on Tuesday

30 April 2013 at Merchant Taylors’ Hall, 30 Threadneedle
Street, London EC2R 8§)B The formal notice of the AGM
15 set out 1n the accompanying circular to shareholders
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Background

The UK Listing Authonty’s Disclosure and Transparency
Rules {the ‘Disclosure Rules”) require listed companies to
disclose how they have applied the prnaples and
complied with the provisions of the UK Corporate
Governance Code (the ‘Corporate Governance Code’), as
issued by the Financial Reporting Council (‘the FRC’)
The provisions of the Corporate Governance Code,
which was 1ssued by the FRC in June 2010, were
applicable 1n the year under review The Corporate
Governance Code can be viewed at www frc org uk

The related Code of Corporate Governance {‘the AIC
Code’), 1ssued by the Association of Investment
Companues ("the AIC"}, provides speafic corporate
governance guidelines to investment companies The
FRC has confirmed that AIC member companies who
report against the AIC Code and who follow the AIC's
Corporate Governance Guide for Investment Companies
(the ‘AIC Guide”) will be meeting their obhgations in
relation to the Corporate Governance Code and the
assoclated disclosure requirements of the Disclosure
Rules The AIC Code issued 1 October 2010 was
applicable 1n the year under review The AIC Code can be
viewed at www theaic co uk

Compliance

The Board has considered the principles and
recommendations of the AIC Code by reference to the
AIC Guide The AIC Code, as explained by the AIC
Guude, addresses all the principles set out 1n the
Corporate Governance Code, as well as setting out
additional principles and recommendations on 1ssues
that are of specific relevance to the Company

The Board considers that reporting against the
principles and recommendations of the AIC Code and
by reference to the AIC Guide (which incorporates the
Corporate Governance Code) will provide better
information to shareholders

The Company has complied with the recommendations
of the AIC Code and the best practice provisions of the
Corporate Governance Code throughout the year ended
31 December 2012 except as set out below

¢ The Corporate Governance Code (C 3 5) includes
provisions relating to the need for an internal audit
function As explained on page 35, the Company does
not have an internal audit function

¢ The Corporate Governance Code (B 7 1) includes
provisions relating to the annual re-election of all
directors As explained on page 29, the Company
considers that this provision 1s inappropriate to the
Company
The Board has noted the recommendations of the new
ediion of the Corporate Governance Code, which was
published by the FRC in September 2012 and whach are
reflected 1n the new AIC Code which was published 1n
February 2013 These new Codes apply to reporting
penods beginmng on or after 1 October 2012 The Board
will report on 1ts comphance with the recommendations
of the new AIC Code 1n the Company's 2013 Annual
Report
The Principles of the AIC Code
The AIC Code 1s made up of twenty one principles Its
three sections cover the Board, Board Meetings and
relations with the Investment Manager, and
Shareholder Communications

Principles of the AIC Code

Application of the principles

The Board
1 The chairman should be Mr H M Henderson has been Chairman of the Company since the Annual
independent General Meeting 1n March 2003, he joined the Board 1n 1988 The Board

considers that Mr Henderson 15, and has been since his appointment, an
independent non-executive director Independence stems from the ability to
make those objective decisions that may be in conflict with the interests of
management, this in turn 1s a function of confidence, integnty and

Jjudgement Mr Henderson has served on the Board for more than nine years
Accordingly, he stands for re-elechion by the shareholders each year and will
do so for as long as he continues to serve on the Board The Board 1s firmly of
the view, however, that length of service does ntot of 1tself impair a director’s
ability to act independently, rather, a director’s longer perspective adds value
to the deliberations of a well-balanced investment trust company board The
other independent non-executive directors, under the chairmanship of the
Senior Independent Director, review and evaluate annually the performance
and continuing independence of the Chairman

Mr Henderson was formerly a partner of Cazenove & Co, the firm which for
many years acted as the Company’s stockbroker However, he did not have
responsibility for or involvement with Cazenove's role with the Company,
being for many years responsible for aspects of Cazenove’s fund management
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division Accordingly, the Board considers that the Chairman has no
relationships that might create a conflict of interest between his interests and
those of the other shareholders

Mr A Watson was appointed as the Senior Independent Director in February
2008 As noted above, he takes the lead in the annual evaluation of the
Chairman He 1s also able to act as a sounding beard for the Chairman and
serve as an intermediary for the other directors, should this prove necessary, and
to act as a channel of commurucation for shareholders 1n the event that contact
through the Chairman has failed to resolve concerns or 15 inappropriate

A majonty of the board
should be independent of
the manager

At 31 December 2012 the Board was composed of eight independent non-
executive directors and one executive director (the Chief Executive Officer)
The Board 15 therefore independent of the Company’s executive
management All the directors are wholly independent of the Company’s
various investment managers In the opinion of the Board, each of the
directors 1s independent in character and judgement and there are no
relationships or circumstances relating to the Company that are Likely to
affect thewr judgement (see also sechion 1 on page 28)

Directors should be submutted
for re-election at regular
intervals Nomination for
re-election should not be
assumed but be based on
disclosed procedures and
contmued satisfactory
performance

New directors stand for election by the shareholders at the annual general
meeting of the Company that follows their appointment Thereafter all
directors stand for re-election at least every three years, as required by the
Company's Articles of Association Directors who have served for more than
nine years stand for re-election annually There are currently two directors
with service of more than nine years Mr H M Henderson (the Chairman),
and Mr R A Bruce who was appointed as a director in 2002, but will be
retiring from the Board at this year's AGM

The Board has reviewed Provision B 7 1 of the Corporate Governance Code,
which states that all directors of FTSE 350 companies should be subject to
annuatl election by shareholders The Board considers that the annual re-
election of all the directors 1s inappropnate to the Company There are two
main reasons for this view (a) 1t appears to place excessive emphasis on the
short term and 1nsufficient emphasis on the need for an effective board to
work together and to refresh 1ts composition over time, and (b) there 1s some
danger, because many small and nominee shareholders choose not to
exercise their voting nghts, that if all the directors seek re-election at once a
munority of the shareholders could engineer the removat of the whole Board
for reasons injurious to the mnterests of the Company's mvestors as a whole
Therefore the Board considers 1t appropriate to continue to apply Provision
B 7 1 as 1if the Company were not a constituent of the FTSE 350 Index, a view
whuch a number of prominent institutional investors have shared

Every year the Board reviews 1ts composition and the composition of its two
Commuttees The Board’s Remuneration Committee, which serves as 1ts
nominations committee, oversees this process Further detalls are given
under section 7 below

4

The board should have a
policy on tenure, which 1s
disclosed in the annual report

New directors are appointed for an 1nitial term ending three years from the
date of therr first annual general meeting after appointment and with the
expectation that they will serve two three-year terms The continuation of
directors’ appointments 1s contingent on satisfactory performance evaluation
and re-election at annual general meetings Directors’ appointments are
reviewed formally every three years by the Board as a whole None of the
non-executive directors has a contract of service and a director may resign by
notice m writing to the Board at any tume, there are no set notice penods
The Board's tenure and succession policy seeks to ensure that the Board 15
well-balanced and refreshed regularly by the appointment of new directors
with the skills and experience necessary, in particular, to replace those lost by
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directors’ retirements Directors must be able to demonstrate their
commitment to the Company, including in terms of time The Board seeks to
encompass past and current expenence of various areas that is relevant to the
Company’s objective and operations, the most important skill-sets being
investment management, finance, marketing, financial services, risk
management, custody and settlement, and investment banking Specialist
agents are used to asstst with recruitment While the roles and contributions
of longer serving directors are subject to rigorous review, the Board 1s strongly
of the view that length of service 1s only one factor and that the shareholders
benefit from having directors with a longer perspective of the Company’s
history and 1ts place 1n the savings market Therefore there 1s no absolute
Lumut to the period for which a director may serve.

There should be full
disclosure of information
about the board

Details of the directors are set out on page 22 They demonstrate a broad
range of investment, professional and commercial expertrse and experience,
gained overseas as well as in the United Kingdom

The board should aim to have
a balance of skills, expenence,
length of service and
knowledge of the Company

The Board considers that 1t has achieved this aim Bnef biographical details of
each director are set out on page 22

Board Diversity

As announced in November 2011, the Company welcomes the objectives of the
Dawies Report to improve the performance of corporate boards by encouraging
the appointment of the best people from a range of diffening perspectives and
backgrounds The Company recognises the benefits of diversity on the board,
including gender, and takes this into account in 1ts board appointments The
Company 1s commuitted to ensunng that 1ts director search processes actively
seek both men and women with the nght qualifications so that appointments
can be made, on the basis of ment, against objective cntena from a diverse
selection of candidates To this end the Board will continue to dedicate time to
consider diversity dunng the director search process

The board should undertake a
formal and ngorous annual
evaluation of 1ts own
performance and that of 1ts
committees and individual
directors

The Board has established a process to evaluate 1ts performance on an annual
basis This process 1s based on open discusston and seeks to assess the
strengths and weaknesses of the Board and its Committees The Chairman
leads on applying the conclusions of the evaluation The Chairman reviews
with each director his or her individual performance, contnbution and
commuitment to the Company The Semor Independent Director leads the
annual evaluation of the Chairman and reviews the conclusions with him
The Board’s Remuneration Commuttee oversees this process In addition, 1n
consideration of Provision B 6 2 of the Corporate Governance Code, which
states that evaluation of the board of FTSE 350 companies should be
externally facilitated at least every three years, the Board concluded that,
regardless of the size of the company, periodic external evaluation should add
value to the process Accordingly, in September 2010, the Board appointed
Trust Assoclates Limited to carry out an evaluation programme The Board
reviewed the report submitted to it and the Chairman led on implementing
those changes recommended by the report that the Board considered should
be made The report did not identify any matenal weaknesses or concerns
Trust Associates Limited as a firrm has been used to identify possible
candidates for recruitment to the Board 1n the past A further external
evaluation will be carried out duning the coming year
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Applicauon of the principles

8

Director remuneration
should reflect their dutes,
responsibilities and the value
of their time spent

The Directors” Remuneration Report on pages 37 to 40 details the process for
determining the directors’ remuneration and sets out the amounts payable

The independent directors
should take the lead in the
appointment of new directors
and the process should be
disclosed 1n the annual report

The Board’s Remuneration Committee serves as 1ts nominations committee
and oversees the recruitment process, which includes the use of a firm of
non-executive director recruitment consultants (see page 37) However, all
the independent non-executive directors are asked to contnbute and to
consider serving on the sub-committee appointed to draw up the shortlist of
candidates Notwithstanding this, the Chairman would not expect to be
involved 1n the selection of his successor

10

Directors should be offered
relevant tramning and
mduction

Directors newly appointed to the Board are provided with an introductory
programme covering the Company’s strategy, policies and operations,
mcluding those outsourced to third parties Thereafter, directors are given, on
a regular and ongoing basis, key information on the Company’s investment
portfohos, financial position, mnternal controls and details of the Company’s
regulatory and statutory obligations (and changes thereto) The directors are
encouraged to attend idustry and other seminars, confererices and courses,
if necessary at the Company’s expense, and to participate generally in
industry events A log of directors’ training 15 maintained and reviewed each
year by the Audit Commuttee

The directors have access to the advice and services of the Company’s executive
team and of the Company Secretary, through its appointed representative, who
are responsible to the Board for ensunng that Board procedures are followed
and that applicable rules and regulations are complied wath

11

The chairman {(and the board)
should be brought into the
process of structuring a new
launch at an early stage

This principle does not apply to the Company, which 1s a long established
investment trust company

Board meetings and the relationship with the manager

12

Boards and managers should
operate 1n a supportive,
co-operative and open
environment

Typically, the Board meets approximately ten times each year The Chief
Executive Officer {who 1s himself a director), other representatives of the
Company’s executive team and a representative of the Company Secretary
expect to be present at all meetings The Board devotes two full days each
year to meetings with the Company’s investment managers and each
mvestment manager sends representatives at least once a year The Chairman
seeks to encourage open debate within the Board and a supportive and co-
operative relationship with the executive team and with the Company’s
investment managers, advisors and support staff

13

The pnmary focus at regular
board meetings should be a
review of investment
performance and associated
matters such as gearing, asset
allocation, marketing/investor
relations, peer group
information and industry
1s5t1es

The Chief Executive Officer and his team momtor investment performance
and all associated matters He reports to each Board meeting, at which
investment performance, asset allocation, geanng, marketing and investor
relations are usually key agenda items
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14 Boards should give sufficient
attention to overall strategy

The Boatrd 1s responsible for determining the strategic direction of the
Company and for promoting its success At least one of its meetings 1s
devoted entirely to reviewing overall strategy and progress 1s monitored
throughout the year

15 The board should regularly
review both the performance
of, and contractual
arrangements with, the
manager {or executives of a
self-managed company)

The Board’s Remuneration Comrnittee reviews the performance of and the
contractual arrangements with the Chief Executive Officer The Chief
Executive Officer 15 responsible to the Board for reviewing the performance
and the contractual arrangements of his staff The Board’s Remuneration
Commuittee oversees this process

The Chief Executive Officer leads on the selection and momitoring of the
mnvestment managers and their terms of reference, which are approved by
the Board

16 The board should agree
policies with the manager
covering key operational
15sues

The Company manages 1ts own operations through the Board as set out on
page 33 below Each investment manager runs a discrete investment portfolio
within the terms of the mandate given to them 1n an investment
management contract Further details are given on page 33 Shares are held
by the Company’s custodian

17 Boards should monitor the
level of the share price
discount or premium (if any)
and, if desirable, take action
to reduce 1t

The Chief Executive Officer and his team monitor the share price and the
discount to net asset value per share on a daily basis and he reports to every
Board meeting

The Board has a share buy-back programme that seeks to add to the net asset
value per share and achieve a sustainable discount of not more than 10%

18 The board should monitor
and evaluate other service
providers

The Chief Executive Officer and his team are responsible for monmtonng and
evaluating the performance of the Company's various service providers The
Board’s Audit Commuttee oversees this process

Shareholder communications

19 The board should regularly
monitor the shareholder
profile of the company and
put 1n place a system for
canvassing shareholder views
and for communicating the
board’s views to shareholders

The Chairman 1s responsible for ensuring that there 1s effective
commumncation with the Company’s shareholders He works closely with the
Chief Executive Officer and there 1s regular haison with the Company’s
stockbroker There 1s a process 1n place for analysing and momnitonng the
shareholder register and a programme for meeting or speaking with the
institutional investors and with pnivate chient stockbrokers and adwvisors In
addition to the Chief Executive Officer, the Chairman, or the Sentor
Independent Director, expects to be available to meet the larger shareholders

The Company encourages attendance at its Annual General Meeting as a
forum for communication with the individual shareholders The Chairman,
the Chief Executive Officer, the Chairman of the Audit Commuttee and the
Chaurman of the Remuneration Commuttee all expect to be present at the
Annual General Meeting and able to answer questions from shareholders as
appropriate Details of the proxy votes received 1n respect of each resolution
are made available to shareholders The Chief Executive Officer makes a
presentation to the meeting

The directors may be contacted through the Secretary at the address shown on
page 72

32




Annual Report 2012

Directors’ Report
Corporate Governance Statement continued

Prinaples of the AIC Code Application of the prinaples

20 The board should normally
take responsibility for, and
have a direct involvement
1n, the content of
communications regarding
major corporate 1ssues even
if the manager 15 asked to act
as spokesman

While the Chief Executive Officer and his team expect to lead on preparing
and effecting communications with investors, all major corporate 1ssues are
put to the Board or, if time 1s of the essence, toa Commuttee thereof

21 The board should ensure that  The Board places importance on effective communication with investors and
shareholders are provided with approves a marketing programme and budget each year to enable this to be
sufficient information for achieved Copies of the Annual Report and the Half Year Report are circulated
them to understand the rnisk to shareholders, to those who hold shares through the subsidiary company’s
reward balance to which they  products and, where possible, to investors through other providers’ products
are exposed by holding the and nominee companies (or written notification 1s sent when they are
shares published on-line) In addition, the Company publishes a fact sheet monthly

and 1ts net asset value per share daily All this information 1s readily accessible

on the Company’s website (www witan com) The Company belongs to the
Association of [nvestment Companies which publishes information to
increase investots’ understanding

Details of how the Company 1s managed are set out below

The Board

The Board 15 collectively responsible for the success of the
Company Its role is to provide leadership within a
framework of prudent and effective controls that enable
nisk to be assessed and managed The Board sets the
Company'’s strategic aims (subject to the Company’s
Articles of Association and to such approval of the
shareholders in general meeting as may be required from
time to fume) and ensures that the necessary resources are
in place to enable the Company’s objectives to be met

The Board has typically met approximately ten times a
year and deals with the most important aspects of the
Company’s affairs, including the setting of parameters for
and the momitoring of investment strategy, the review of
investment performance and the extent to which
borrowings may be used

The Chief Executive Officer 1s responsible to the Board
for the overall management of the Company including
investment performance, business development,
shareholder relations, marketing, investment trust mndustry
matters, admnistration and unquoted investments The
duties of the Chief Executive Officer include leading on
investment strategy and asset allocation, on the selection
and monitoning of the investment managers and their
terms of reference and on the use of denvatives The Boasd
sets Limits on matters such as asset allocation, geanng
and investment in denvatives, within which the Chief
Executive Officer may operate at his discretion

The Chuef Executive Officer reports to each meeting of
the Board His report includes confirmation that the
Board’s investment limits and restnichions and those
which govern the Company’s tax status as an Lnvestment
trust have been adhered to

The individual ;mvestment managers are each appointed
to manage a discrete portfolto 1n accordance with
guirdelines which hmait, for example, the stocks 1n which
they can invest, the s1ze of each investment and the
amount of cash that may be held in their portfolio in
normal arcumnstances They are not allowed to invest in
unquoeted secunties, to borrow against the security of
the portfolio, to sell stocks short or to use dertvatives
The investment managers take decisions as to the
purchase and sale of iIndmdual investments and are
responsible for effecting those decisions on the best
available terms The Company recerves monthly
confirmation from each of the investment managers
that they have carried out their duties 1n accordance
with the terms of their investment mandates

In addition to his responsibilities for the overall
management of the Company, the Chief Executive
Officer manages the Direct Holdings portfolio A
maximum of 10% of the Company’s gross assets (at the
time of purchase) may be invested 1n this portfolio and
there are restrictions on the number, size and type of
investments that may be made

The Chairman 1s responsible for ensunng that the
directors are provided, 1n a timely manner, with
management, regulatory and financial information that
15 clear, accurate and relevant, whether from the Chief
Executive Officer or otherwise

Matters specifically reserved for deciston by the full Board
have been defined There 1s an agreed procedure for
directors, in the furtherance of their duties, to take
independent professional advice, if necessary, at the
Company’s expense
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Board Committees

The Board has established Audit and Remuneration
Commuttees The membership of the Audit Committee
and the Remuneration Commuittee 15 set out on page 22
The roles and responsibilities of the Commuttees are
described in the Report of the Audit Committee on page
36 and 1n the Directors’ Remuneration Report on pages
37 to 40

Meetings of the Board and its Committees

The number of formal meetings during the year of the
Board and 1ts Commuttees, and the attendance of the
individual directors at those meetings, 1s shown 1n the
table that follows

Audit Remuneration

Board Committee Committee
Number of meetings 10 3 2
H M Henderson 10 3 2
ALCBell 10 3 2*
JE B Bevan 9 - -
R W Boyle 10 3 -
R A Bruce 10 3 -
M C Claydon 9 - 1
S E G A Neubert 7of 8 - -
R]J Oldfield 9 - 2
A Watson 9 -

*Not a member of the Committee but 1n attendanic by invitauon for all
or part of the meetings

All the directors attended the Annual General Meeting
in May 2012 and the Board’s “Away Day"” 1n May 2012

Directors’ Remuneration
The directors’ remuneration 1s detailed in the Directors’
Remuneration Report on pages 37 to 40

Accountability and Audit
The directors’ statement of responsibiities in respect of
the accounts 15 set out on page 41

The report of the independent auditor 15 set out on
page 42

The Board has delegated contractually to external agents,
including the varnicus investment managers, the
management of the investment portfolio, global custody
{which includes the safeguarding of the assets), the
investment admimstration, management and financial
accounting, company secretarial and certain other
admunustrative requirements and the registratton services
Each of these contracts was entered mnto after full and
proper constderation by the Board of the quahty and cost
of the services offered, including the control systems 1n
operation 1n so far as they relate to the affairs of the
Company The Board receives and considers regular
reports from the investment managers and ad hoc reports
and information are supplied to the Board from 1ts other
contractors as required

Internal Control

The Board has established an ongoing process for
identifying, evaluating and managing the significant risks
faced by the Company Thias process accords with the
Turnbull guidance, 1s subject to regular review by the
Audit Commuittee and was fully i place durning the year
under review and up to the date of this annual report
The Board remains responsible for the Company’s system
of internal control and has conducted 1ts annual review
of the effectiveness of the system, covering all the
controls, including finanaal, operational and compliance
controls and nsk management systems This review took
mto account ponts raised durnng the year in the regular
appraisal of speaific areas of nisk However, such a system
1s designed to manage rather than ehminate the nsks of
faillure to achieve the Company’s business objectives and
can only provide reasonable and not absolute assurance
against matenal misstatement or loss

In accordance with the provision C2 and C3 of the
Corporate Governance Code the Board reviews the
Company's busmess risks at least once a year These are
analysed and recorded 1n a 1nisk map The Company
receives from 1ts main contractors formal reports
which detail the steps taken to momtor the areas of
risk and which report the details of any known
internal control failures

As described elsewhere, the management of Witan's
portfolio 15 outsourced to a number of third party
investiment managers around the world There are
currently 12 such investment managers as well as the
Direct Holdings portfohio which 1s managed by the Chief
Executive Officer

The Chief Executive Officer has responsibility for a
number of aspects of the management of the portfolio,
mncluding asset allocation, gearmg and 1nvestment in
denrvatives The Board has set gmdelines in respect of
each of these aspects within which he may operate The
Chuef Executive Officer reports to the Board regularly on
each of these areas, as well as on the overall performance
of the Company and other matters of sigmificance

Witan's in-house executive management team 1s
responsible for managing and controlling the
relationships with the third party managers The
management team receives monthly reports on
mvestment and comphance matters from each manager
Dunng 2012, the investment managers were asked to
provide detailed information on their operational
structures and systems The information provided s
bemng used to implement a rolling programme of visits to
the managers by the management team The Board also
recerves each year from its investment managers reports
on their internal controls, 1n most cases these include a
report from the relevant company’s auditors on the
control policies and procedures in operation
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The Chref Executive Officer makes regular reports to the
Board on the performance of and actvity withun the
Direct Holdings portfolio In addition, the portfolio's
performance 15 independently measured by WM
Performance Services, along with those of the third
party managers

The Company’s subsidiary, Witan Investment Services
Limited, 1s authorised and regulated by the Financial
Services Authonity to provide investment products and
services The comphance structures required for these
activities, including a compliance manual and a complance
monitoring programme, have been duly put into place

The Company has a formal policy for staff to raise in
confidence any concerns about possible improprietes,
whether 1n matters of financial reporting or otherwise, for
appropnate independent investigation Its staff comprnses
only six people (including the Chief Executive Officer),
who are well known to and have frequent formal and
informal contact with the members of the Board

The Company does not have an internal audit function
It delegates to third parties the management of 1ts
Investments and most of 1ts other operations and employs
only a small staff The investment managers and certain
other key contractors are subject to external regulation
and most have comphance and internal audit functions
of their own The Company’s nvestments are held on its
behalf by a global custodian A specialist firm of
investment accountants and admirustrators 1s responsible
for investment admimistration, for maintaining
accounting records and for preparing financial accounts,
management accounts and other management
information Their work 15 reviewed by an independent
accountant who also carrtes out some of the work that an
internal audit function would cover In addition, the
Board recetves from the investment admimstrator an
annual report on 1ts 1nternal controls, icluding a report
from 1ts auditor on the control policies and procedures in
operation The investment performance of the
investment managers, both individually and collectively,
1s measured for Witan by a company that 1s independent
of all the investment managers The corporate company
secretary 15 a firm with well-established expenence m
servicing investment trusts

The appointment of these and other professional
contractors provides a clear separation of duties and a
structure of internal controls that 1s balanced and robust
The Board will continue to monutor 1ts system of
internal control 1n order to provide assurance that it
operates as intended and the directors will review at least
annually whether a function equivalent to an internal
audit 1s needed

Going Concern
The assets of the Company consist mainly of securities
that are readily realisable and, accordingly, the Company

has adequate financial resources to continue 1n
operational existence for the foreseeable future

Therefore, the directors believe that 1t 1s appropriate to
continue to adopt the going concern basis 1n preparing
the financial statements In reviewing the position as at
the date of this report, the Board has considered the
guidance on this matter issued by the Financial Reporting
Council (See also note 1(b) on page 47 )

Stewardship and the Exercise of Voting Powers

It 1s the Board’s view that, 1n order to achieve long-term
success, compartes need to mamtain high standards of
corporate governance and corporate responsibility
Therefore Witan expects the companies in whiach it 1s
invested to comply with best practice 1n corporate
governance matters, or to provide adequate explanation
of any areas in which they fail to comply, whalst
recognising that a different approach may be justified 1n
speaial circumstances In respect of UK companies,
current best practice 1n corporate governance matters 1s
set out 1n the UK Corporate Governance Code

The Board encourages the Company’s appointed
Investment managers to engage with companies and to
vote proxies, 1 the best long-term 1nterest of Witan
shareholders but 1n accordance with their own
mvestment philosophies Where applicable, 1t momitors
the policies of the investment managers 1n respect of the
UK Stewardship Code Elsewhere in the werld 1t can be
more difficult to vote shares as each country has its own
rules and practices regarding shareholder notification,
voting restrictions, registration condrtions and share
blocking, including, for example, dealing constraints
Therefore, while the Company’s investment managers
are apprised of the Company’s approach to the
stewardship of 1ts assets and the importance of sound
corporate governance, they use their discretion according
to thewr knowledge of the relevant circumstances The
investment managers report their compliance with the
UK Stewardship Code, or equivalent legislation, to the
Audit Commuittee each year

In respect of the direct investments held, the Company’s
executive management maintains regular touch with the
management of the investee holdings and engages when
1ssues arise that are controversial or potentiaily
prejudicial to the interests of Witan's shareholders An
annual report 1s provided to the Audit Commuittee on
comphance with the UK Stewardship Code

By order of the Board
Frostrow Capital LLP,
Secretary

12 March 2013
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The role of the Audit Commuttee 15 to assist the directors
1n applying financial reporting and internal control
principles and to maintain an apprepnate relationship
with the Group’s auditor

The Committee’s role and responsibilities are set out in
1ts terms of reference, which comply with the UK
Corporate Governance Code The terms of reference are
available on request from the Company Secretary and
can be seen on the Company’s website

The Commuttee 15 responsible for monitoring the
integrity of the Company'’s financial statements,
including consideration of the Company’s accounting
policies and significant reporting judgements [t reviews
the Company’s internal financial controls and sk
management systems using an external consultant
where appropriate

The audit was subject to competitive tender in 2007
when Deloitte LLP was reappointed The Commuttee
reviews the scope and effectiveness of the audit process
and monitors the auditor’s independence and
objectivity It conducts a formal review of the
performance of the external auditor and makes
recommendations in relation to this appomtment,
including their remuneration and the provision by them
of any non-audit services The Commuittee has
established a procedure to ensure that the engagement
of the auditor to provide non-audit services cannot
exceed a specified proportion of the annual audit fees
without due consideration being given by the
Commuttiee to the proposed appomntment As noted 1n
note 5 on page 51, the Commuittee approved the
appointment of Deloitte LLP to provide advice on one-
off withholding tax claims for a fee of £65,000 The
appomtment, which was made on a one-off basis, was
awarded on a competitive basis and the Commuttee was
assured that Deloitte’s audit team and tax advisory team
were independent of each other On thus basis, the
Commuttee did not consider that this appointment
affected Deloitte’s independence 1n 1ts role as audstor to
the Company

The Committee also reviews the process for negotiating
and monitornng major contracts undertaken by the
Company, the Board’s investment restrictions and the

values attributed to the unlisted mnvestments It ensures
that the Company maintains appropnate compliance
with the requirements of regulators, and 1t reviews the
reporting of investment performance The Committee
reports to the Board, identifying matters on whach 1t
considers that action 1s needed and making
recommendations on the steps to be taken

The Committee compnses three non-executive directors,
including 1its Chairman, who are appointed by the Board
Mr Boyle was appointed Chairman of the Committee 1n
2007 He s a Chartered Accountant and was previously a
partner in PricewaterhouseCoopers LLP The other two
members are Mr Bruce and Mr Watson, who were
appointed 1n 2002 and 2006 respectively, details of their
qualifications and expenence are given on page 22

The Commuttee held three meetings during the year, at
two of which representatives of the auditor were present
to consider the outcome of the audit of the Group’s 2011
financial statements and to consider the plan for the
audtt of the Group's 2012 finanaal statements

During the year the Commuttee addressed all the matters
set out as 1ts responsibitlities under 1ts terms of reference
and confirmed that the Group should not establish an
internal audit function In addition, the Commuttee
reviewed the Alternative Investment Fund Managers
Directive, the new editions of the UK Corporate
Governance Code, the Guidance on Audit Commuttees
and the UK Stewardship Code published by the FRC, the
new tax rules for investment trusts, the Bribery Act and
the Foreign Account Tax Complance Act In each case,
the Commuttee considered the implicatrons for the
Company and determuned whether appropnate
procedures should be put 1n place or other action taken

A

Robert Boyle
Chairman of the Audit Commuttee
12 March 2013
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Introduction

The Directors’ Remuneration Report {‘the Report’) 1s
prepared, 1n accordance with the Listing Rules of the
Financial Services Authonty and with sections 420 to 422
of the Comparues Act 2006 (‘the Act), 1n respect of the
year ended 31 December 2012 It also serves as the report
of the Rermuneration Committee (the ‘Committee’) An
ordinary resolution to approve the Report will be put to
the Annual General Meeting on 30 April 2013 The Act
requires the auditors to report to the Company’s
members on certamn information contained within the
Report and to state whether 1n their opinion those parts
of the Report have been propertly prepared i accordance
with the Act Therefore the Report has been divided into
separate sectrons for audited and unaudited information

UNAUDITED INFORMATION

Role of the Commuttee

The role of the Commuttee 15 essentially twofold, 1t assists
the directors 1in determiming the remuneration of the
Chief Executive Officer and evaluating his performance,
and 1t assists the Chief Executive Officer in determining
the remuneration arrangements for the Company's staff
In respect of the non-executive directors, 1t serves as the
Board’s nominationn committee with responsibility for
reviewing the effectiveness and composition of the Board
and considenng the remuneration of the non-executive
directors The Commuittee’s role and responsibilities are
set out 1n 1ts terms of reference, which are available on
request from the Company Secretary and can be found
on the Company’s website

The Commmuttee normally consists of three non-executive
directors, including 1ts Charrman, who are appointed by
the Board During the year the following directors served
as members of the Commuittee Mrs M C Claydon
{Chairman), Mr H M Henderson and Mr R ] Oldfield

Mrs Claydon was appointed to the Commuttee, and as 1ts
Chairman, 1n 2009 Mr Henderson and Mr Oldfield were
appomted to the Commuttee in 2003 and 2011
respectively

The Commuittee’s programme 1s to meet formally at least
twice a year and on other occasions as business demands
The Commuittee held two formal meetings dunng the
year, duning which 1t addressed all the matters under 11s
remit

Ms 5 E G A Neubert was appointed as a non-executive
director of the Board on 2 Apnl 2012 The Commuattee, 1n
1ts role as the Board’s nomination committee, reviewed
the skills and experience required for the position of non-
executive director and, assisted by a firm of non-

executive director recruitment consultants, identtified the
person 1t considered to be most suitable to fill the
vacancy The Board confirmed this choice and the
appointment was duly made

The Board’s statement on board diversity 1s included on
page 30.

Consideration by the Directors of Matters relating to
Directors’ Remuneration

The Board as a whole sets the non-executive directors’
remuneration but it has apponted the Cominittee to
consider matters relating thereto The Commiuttee also
considers the Temuneration of the Chief Executive
Officer and makes a recommendation on this to the
Board for 1ts approval

The Commuttee has not been provided with advice or
services by any person in respect of 1ts consideration of
the non-executive directors’ remuneration, zlthough the
directors review, from time to time, the fees paid to non-
executive directors of other investment trust companies

Statement of the Company’s Policy on Directors’
Remuneration

Non-executive directors

All the directors are non-executive, with the exception of
the Chief Executive Officer New directors are appointed
for an 1nitial term ending three years from the date of
thenr first annual general meeting after appointment and
with the expectation that they will serve two three-year
terms The continuation of directors’ appotntments 1s
contingent on satusfactory performance evaluatton and
re-election at annual general meetings Directors’
appointments are reviewed formally every three years by
the Board as a whole Each of the non-executive directors
has a letter of appointment which sets out the terms on
which they provide their services A non-executive
director may resign by notice in writing to the Board at
any time, there are no set notice penods The Company’s
policy is for the directors to be remunerated 1n the form
of fees, payable quarterly in arrears, to the dector
perscnally or to a thurd party specified by him There are
noe long-term 1ncentive schemes or pension arrangements
and the fees are not specifically related to the non-
executive directors’ performance, either individually or
collectively.

The Company’s on-going remuneration policy 1s that the
fees pavable to the directors should reflect the ime
committed by the non-executive directors to the
Company’s affairs and the responsibilities borne by thern
and should be sufficient to enable candidates of high
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calibre to be recruited The policy 1s for the Chairman of
the Board, the Chairmen of the Board’s Commttees and
the Sermor Independent Director to be paid higher fees
than the other non-executive directors in recognition of
their more onerous roles

The Company’s Articles of Association lumait the aggregate
fees payable to the non-executive directors to £300,000
per annum Durnng the year under review, the non-
executive directors’ fees were paid at the following
annual rates the Chairman £51,500, the Chairmen of
the Board’s Commuittees and the Senior Independent
Director £31,000, the other directors £27,000 The
Company's remuneration policy 1s to review these rates
from time to time, although such review will not
necessanly result in any increase in these fees The fees
were last increased 1n Apnl 2011

The aggregate non-executive directors’ fees currently
amount to £252,500 per annum

Drrectors’ and officers’ hability insurance cover 1s heid by
the Company 1n respect of all the directors (including the

executive director)

Directors’ service agreements and letters of appointment

Charman and
Non-Executive Appointment Letter of Notce
Directors date appontment Period
Mr H M Henderson 1301 88 130188  No set period
Mr] E B Bevan 010207 190107  No set penod
Mr R W Boyle 010207 190107  No set penod
Mr R A Bruce 1806 02 190602  No set pertod
Mrs M C Claydon 0903 09 070409  No set period
Ms § E G A Neubert 020412 130312  No set period
Mr R ] Oldfield 010511 190411  No set perniod
Mr A Watson 010206 040106  No set period
Appointment Service Notice
Executive Director date  Agreement Period
Mr A LC Bell 0802 10 030210 9 months
Executive director

Mr A L C Bell was appointed as an executive director and
Chuef Executive Officer with effect from 8 February 2010
His appointment may be terminated by either party on
the giving or receving of not less than nine months’
written notice

The Company’s on-going policy on the remuneration of the
CEO 15 to pay a basic salary appropnate to the position,
together with short and long-term bonuses that link hus

remuneration to the Company's performance and hus
personat performance The only elements of Mr Bell's
remuneration package that are subject to performance
condihons are the annual and long-term bonus
arrangements (see below) The purpose of the bonus
arrangements 15 to incentivise the CEQ to maximuse the
Company’s performance and 1ts retum to shareholders

Mr Bell’s service agreement dated 3 February 2010, as
amended, provides for a salary of £245,440 (2011 £236,000)
per annum, payment i beu of pension contnbuticns
equivalent to 10% of salary, death 1n service insurance cover
and pnvate health msurance cover. The Board has agreed to
increase Mr Bell's salary, with effect from 1 January 2013, by
2 7% to £252,000 per annum

In developing and reviewing the Company's
remuneration policy for the executive director and other
senior employees, the Commuttee 15 sensitive to the views
of shareholders and to the relationship between the
arrangements for the executive director and those of
other employees

The Company may, in 1ts absolute discrehion and without
any obligation to do so, termunate Mr Bell's employment
immediately by giving him wntten notice together with a
payment of such sum as would have been payable by the
Company to Mr Bell as salary (excluding any future bonus
accrual) in respect of his mine month notice penod The
Company has the discretion to make the termination
payment 1n instalments over a penod of no longer than
six months from the termination date and on terms that
any payment should be reduced to take account of
mitigation by Mr Bell

The CEO 15 not entitled to any fees from the Company
for his service as an executive director However, subject
to recerving the Board’s permission, he 1s entitled to hold
outside appointments and to retain any fees payable

Mr Bell's service agreement currently provides that he 1s
eligible to recerve a bonus of up to 50% of his basic salary,
at the ultimate discretion of the Board, which would vest
and be paid out over two years from the date of grant
(these provisions being set outin (1) and (1) below)

As fully disclosed in the Company’s Remuneration
Reports for 2010 and 2011, the Company has
provisionally agreed to replace this arrangement by
granting Mr Bell a new cash bonus arrangement pursuant
to which he will be ehgible to recerve a bonus of up to
100% of his basic salary in aggregate, (1 e 1nclusive of the
existing annual bonus arrangements) subject to
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shareholders approving the three year performance
bonus outlined at (1) {below) The cash bonus
arrangement consists of three separate elements

(1) Annuat discretionary bonus
Each year Mr Bell 1s eligible to recerve, at the absolute
discretion of the Commuttee, a cash bonus of up to
20% of hus basic annual salary The Commuittee has
determined a number of criteria that 1t may take into
account, including the management and
administration of the Company and reporting to the
Board, shareholders and other stakeholders, on which
to judge his performance The Commuittee will review
Mr Bell's performance against these critena over the
preceding year at 1ts meeting in February each year to
determine the appropnate level of bonus (if any} that
1s payable for that year In February 2013, the
Commuttee recommended, and the Board agreed,
that Mr Bell should receive a discretionary bonus
equal to 20% of hs basic salary (£49,088) 1n respect
of the financial year ended 31 December 2012

(1) Annual performance bonus
Each year Mr Bell 1s eligible to recerve an additional
cash bonus of up to 30% of his basic annual salary
The bonus will be determined by the Company's net
asset value per share total return performance over
the previous finanaal year (excluding the effect of
share buy-backs) relative to 1ts benchmark
Outperformance of the benchmark by 2 5% or more
will generate a bonus of the full 30% No bonus 15
payable 1f performance 1s in Iine with or below that of
the benchmark Relative performance of between ml
and 2 5% will generate a pro rata bonus (The
benchmark 15 a composite of 40% the FTSE All-Share
Index, 20% the FTSE All-World North Amenca Index,
20% the FTSE All-World Europe (ex UK) Index and
20% the FTSE All-World Asia Pacific Index, allon a
total return basis )

The Company outperformed 1ts benchmark in 2012
by 1 94% excluding the effect of share buy-backs and
therefore a bonus of £57,116 15 payable to Mz Bell
based on the Company's financial performance 1n the
year ended 31 December 2012

(1) Three year performance bonus (the ‘Long-Term
Bonus")
The terrms of the Long-Term Bonus were fully
disclosed 1n the Company’s Remuneration Reports
for 2010 and 2011, which were approved by
shareholders at the Company’s AGMs in May 2011

and May 2012 respectively However, the Company
should have, but imadvertently did not, put a spectfic
resolution to shareholders asking for approval of the
Long-Term Bonus at the AGM in May 2011 This
omussion will be corrected this year and a resoluton
to approve the Long-Term Bonus will be put to
shareholders at the AGM on 30 Apnl 2013 A full
summary of the Long-Term Bonus 1s set out 1n the
explanatery notes to the resolutions attached to the
Notice of AGM and a bnef summary 1s set out below
Shareholders should note that no amounts have yet
been paid 1n respect of the Long-Term Bonus and no
amounts will be paid until this has been approved by
shareholders

Each year Mr Bell 1s eligible to receive a Long-Term
Bonus of up to 50% of his basic annual salary by
reference to the Company's performance over the
previous three financial years The Long-Term Bonus
will be determined by reference to the Company's net
asset value (debt at par) per share total return
(excluding the effect of share buy-backs) relative to its
benchmark, as set out in the Company's audited
annual accounts for the applicable financial years
Outperformance of the benchmark by an average of
3% per annum or more will generate a bonus of the
full 50% No bonus is payable 1if performance 1s 1n
line with or below that of the benchmark Relative
performance of between nil and 3% per annum witl
generate a pro rata bonus

The Long-Term Bonus wilt be halved if, despite
outperformance of the benchmark over the relevant
three financial years, the Company's net asset value
total return per share 1s negative over that pernod

Subject to shareholder approval, the Long-Term
Bonus will be payable for the first time 1n respect of
the three financial years ended 31 December 2012
The Company has outperformed its benchmark over
the three financial years to 31 December 2012 by

1 25% excluding the effect of share buy-backs and
therefore a Long-Term Bonus of £16,764 would be
payable to Mr Bell if it 15 approved by shareholders

Subject to shareholder approval of the Long-Term
Bonus, Mr Bell’s total bonus 1n respect of the year ended
31 December 201215 £122,968 (2011 £47,200)

Asn previous years, payment of the annual discretionary
bonus and the annual performance bonus will be partly
deferred, with half paid in March 2013 and the
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remaimng half in January 2014 The Long-Term Bonus
of £16,764 will, subject to shareholder approval, be paid
in May 2013

Total Shareholder Return performance graph

The graph below sets out the Company's five-year total
shareholder return performance relative to the FTSE ALL-
Share Index and the FI'SE World (ex UK) Index (sterling
adjusted) This assumes a notional investment of £1,000
mnto the Indices on 31 December 2007 and the
remnvestment of all income, excluding dealing expenses

Performance Graph

Although the Company 1s only required to compate the
Company’s share price with a single broad equuty market
mdex, the Company has compared 1t against (1) a UK
market index, namely the FTSE All-Share Index, because
the Company’s shares are listed on the UK market and
the UK forms the largest constituent of the Company'’s
benchmark, and also (11} a global index, namely the FTSE
World {ex UK} Index, because more than half of the
Company's investments are held 1n overseas companies

AUDITED INFORMATICN

Amount of each Director's emoluments

Non-executive directors

The fees payable 1n respect of each of the non-executive
directors who served durning the financial years ended
31 December 2012 and 2011, were as follows

2012 2011
£ £
H M Henderson 51,500 51,125
JEB Bevan 27,000 26,750
R W Boyle 31,000 30,750
R A Bruce 27,000 26,750
M C Claydon 31,000 30,750
R H McGrath (1) - 10,907
S E G A Neubert (1) 20,250 -
RJ Oldfield (u11) 27,000 18,025
A Watson 31,000 30,750
Total 245,750 225,807
Notes:

() MrMcGrath retired from the Board on 10 May 2011
(1) Ms Neubert was appointed a director on 2 Aprl 2012
(i) Mr Oldfield was appointed a director on 1 May 2011

Executive director

The remuneration payable to the Chief Executive Officer
n respect of the financial years ended 31 December 2012
and 2011 1s as follows

2012 2011
£ £

Basic salary 245,440 236,000

Paid 1n lieu of pension

contnbutions and health

msurance 27,090 26,210

Total bonus 122,968 47,200

Benefits in kind (life insurance) 5,037 4,750

Total 400,535 314,160

By order of the Board

Catherine Claydon
Chairman of the Remuneration Committee
12 March 2013

G
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The directors are responsible for prepanng the Annual
Report and the financial statements 1in accordance with
applicable law and regulations

Company law requires the directors to prepare financiai
statements for each financial year Under that law the
directors are requured to prepare the Group financial
statements 1n accordance with Internaticnal Financial
Reporting Standards (IFRSs) as adopted by the European
Union ('EU’) and Article 4 of the EU 1AS Regulation and
have also chosen to prepare the parent company
finanaal statements under IFRSs as adopted by the EU
Under company law the directors must not approve the
financal statements unless they are satisfied that they
give a true and fair view of the state of affairs of the
Company and of the profit or loss of the Company for
that period In prepanng these financial statements,
International Accounting Standard 1 requires that
directors

» properly select and apply accounting policies,

= present information, including accounting policies, in a
manner that provides relevant, rehiable, comparable
and understandable information,

» provide additional disclosures when complance with
the specific requirements 1n [FRSs 1s insufficient to
enable users to understand the impact of particular
transactions, other events and conditions on the
entity's financial position and financial performance,
and

» make an assessment of the Company’s ability to
continue as a gong concern

The directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Company’s transactions and disclose with reasonable
accutacy at any time the financial position of the
Company and enable them to ensure that the financial
statements comply with the Companies Act 2006

They are also responsible for safeguarding the assets of the
Company and hence for takung reasonable steps for the
prevention and detection of fraud and other irregulanties

The directors are responsible for the maintenance and
integrity of the corporate and financial information
mcluded on the Company’s website Legislation 1n the
United Kingdom governing the preparation and
dissemination of inancial statements may differ from
legislation 1n other junsdichions

Responsibility statement
We confirm that to the best of our knowledge

» the financial statements, prepared 1n accordance with
International Financial Reporting Standards as adopted
by the EU, give a true and fair view of the assets,
lhabilities, financial positiont and profit or loss of the
Company and the undertakings included 1n the
consolidation taken as a whole, and

= the management report, whach 1s incorporated 1nto the
Directors' Report, imncludes a fair review of the
development and performance of the business and the
position of the Company and the undertakings
included 1in the consohdation taken as a whole,
tqgethgr with a description of the principal nsks and

4{\,@& |

AL CBell
Chairman Chief Executive Officer
12 March 2013 12 March 2013

Note to those who access this document by electronic means

The Annual Report for the year ended 31 December 2012 has been approved by the Board of Witan Investment Trust plc
Copres of the Annual Report and the Half Year Report are airculated to shareholders, to those who hold shares through
the subsidiary company's products and, where possible, to investors through other providers’ products and nominee
compantes {or written notification 1s sent when they are published on-line) It 15 also made avalable in electronic format
for the convenience of readers Printed copies are available from the Company's Registered Office in London
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Independent Auditor’s Report

to the members of Witan Investment Trust plc

We have audited the finanaal statements of Witan
Investment Trust plc for the year ended 31 December 2012
which comprnise the Consolidated Statement of
Comprehensive Income, Consolidated and Individual
Company Statements of Changes in Equity, Consclidated
and Individual Company Balance Sheets, Consolhidated and
Individual Company Cash Flow Statements and the related
notes 1 to 26 The financaal reporting framework that has
been applied 1n their preparation 1s applicable law and
International Financial Reporting Standards (IFRSs) as
adopted by the European Union and, as regards the parent
company financial statements, as applied in accordance
with the provisions of the Comparues Act 2006

Thus report 15 made solely to the Company’s members, as a
body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has beent undertaken
so that we mught state to the Company’s members those
matters we are required to state to them in an auditor’s
report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility
to anyone other than the company and the company’s
members as a body, for our audit work, for thus report, or for
the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Statement of Directors’
Responsibilities, the directors are responsible for the
preparation of the finanaal statements and for being
satisfied that they give a true and fair view Qur
responsibility 1s to audit and express an opinion on the
finanaal statements 1n accordance with applhicable law and
International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financal statements

An audit involves obtaiming evidence about the amounts
and disclosures 1n the finanaal statements sufficient to give
reasonable assurance that the finanaal statements are free
from matenal misstatement, whether caused by fraud or
error Thus includes an assessment of whether the
accounting policies are appropnate to the Group’s and the
parent company’s circumstances and have been consistently
apphed and adequately disclosed, the reasonableness of
sigmficant accounting estimates made by the directors, and
the overall presentation of the financial statements In
addition, we read all the finanaal and non-financial
infermation 1n the annual report to 1dentify material
nconsistencies with the audited finanaal statements If we
become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Opinion on financial statements
In our opimion

* the financial statements give a true and fair view of the
state of the Group’s and of the parent company’s affairs as
at 31 December 2012 and of the Group’s profit for the year
then ended,

* the Group financial statements have been properly
prepared in accordance with IFRSs as adopted by the
European Uruon,

= the parent company financial statements have been
properly prepared 1n accordance with IFRSs as adopted by
the European Union and as apphed 1n accordance with the
provisions of the Compantes Act 2006, and

» the finanaal statements have been prepared 1n accordance
with the requirements of the Companies Act 2006 and, as
regards the Group financial statements, Article 4 of the [AS
Regulation

Opinion on other matters prescribed by the Companies
Act 2006
In our opimion

* the part of the Directors’ Remuneration Report to be
audited has been properly prepared 1n accordance with the
Compames Act 2006, and

= the information given in the Directors’ Report for the
finanaal year for which the financial statements are
prepared 1s consistent with the financal statements

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

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

= adequate accounting records have not been kept by the
parent company, or returns adequate for our audit have
not been recetved from branches not visited by us, or

» the parent company financial statements and the part of
the Directors’ Remuneration Report to be audited are not
i agreement with the accounting records and returns, or

* certain disclosures of directors’ remuneration speafied by
law are not made, or

* we have not received all the information and explanations
we requure for our audit

Under the Listing Rules we are required to review

= the directors’ statement, contamed within the Corporate
Governance Statement on page 35, 1n relation to going
CONCem,

= the part of the Corporate Governance Statement relating
to the company’s comphance with the nine provisions of
the UK Corporate Governance Code specified for our
review and the equivalent provisions of the AIC Code of
Corporate Governance, and

* certain elements of the report to shareholders by the Board
on directors’ remuneration

Stuart McLaren (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor

London, United Kingdom
12 March 2013
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Financial Statements
Consolidated Statement of Comprehensive Income
for the year ended 31 December 2012

Year ended 31 December 2012 Year ended 31 December 2011
Revenue Capital Revenue Capital
return return Total return return Total

Notes £000 £7000 £000 £°000 £000 £000
2 Investment income 35,583 - 35,583 34,247 - 34,247
3 QOther income 1,467 - 1,467 1,269 - 1,269
10 Gains/(losses} on investments

held at fair value through profit

or loss - 130,213 130,213 - (124,1449) (124,144)

Total income/(loss) 37,050 130,213 167,263 35,516 (124,144) (88,628)

Expenses
4 Management fees (845) (5,465) (6,310) (809) (4,151) (4,960)
5 Other expenses (4,764) (101) (4,865) (5,190) (440) (5,630)

Profit/(loss) before finance

costs and taxation 31,441 124,647 156,088 29,517 (128,735) (99,218)
6 Finance costs (2,115} (6,092} (8,207) (2,163) (6,239) (8,402)

Profit/(loss) before taxation 29,326 118,555 147,881 27,354 (134,974) (107,620)
7 Taxation (1,603) - (1,603) {1,675) - (1,675)

Profit/(loss) attributable

to equity holders of the

parent company 27,723 118,555 146,278 25,679  (134,974) (109,295
9 Earnings/(loss) per ordinary

share 14 50p 62 02p 76 82p 13 27p {69 75)p (56 48)p

The total column of this statement represents the Group's Statement of Comprehensive Income, prepared tn accordance with IFRSs as adopted by the
European Union

The revenue return and capital return columns are supplementary to this and are prepared under guidance published by the Association of Investment
Companies

The Group does not have any Other Comprehensive Income and hence the total profit/(loss), as disclosed above, 1s the same as the Group's Total Comprehensive
Income

All items 1 the above statement denve from continuing cperations
The net profit for the year of the Company was £146,278,000 (2011 loss £109,295,000)

Allincome 15 attributable to the equity holders of Witan Investment Trust ple, the parent company There are no munority interests

The notes on pages 47 to 67 form part of these hinancial statements
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Financial Statements

of Changes in Equity

Consolidated and Individual Company Statements

for the year ended 31 December 2012

Grouy, Ordinary Share Capital Other
Year ended 31 December 2012 share premium || redemption capital Revenue
capital account reserve réserves reserve Total
Notes £7000 £000 £000 £000 £°00¢ £'000
Total equity at 31 December 2011 48,092 16,237 45,734 830,930 53,356 994,349
Total comprehensive income
Profit for the year - - - 118,555 27,723 146,278
Transactions with owners,
recorded directly to equity
8 Ordinary dividends paid - - - - (24,003) (24,003)
15, 16 Buy-backs of ordinary shares (572} - 572 (10,777} - (10,777}
Total equity at 31 December 2012 47,520 16,237 46,306 938,708 57,076 1,105,847
Company Qrdinary Share Capital Other
Year ended 31 December 2012 share premium || redemption capital Revenue
capital account reserve reserves reserve Total
Notes £000 £000 £600 £000 £000 £000
Total equity at 31 December 2011 48,092 16,237 45,734 830,893 53,393 994,349
Total comprehensive income
Profit for the year - - — 118,618 27,660 146,278
Transactions with owners,
recorded directly to equity
8 Ordinary dividends paid - - - - (24,003)  (24,003)
15, 16 Buy-backs of ordinary shares (572) - 572 (10,777) - (10,777}
Total equuty at 31 December 2012 47,520 16,237 46,306 938,734 57,050 1,105,847
Group Ordinary Share Capital Other
Year ended 31 December 2011 share premium || redemptiont capital Revenue
capital account reserve reserves reserve Total
Notes £000 £000 £'000 £000 £'000 £000
Total equuty at 31 December 2010 48,844 16,237 44,982 980,884 50,818 1,141,765
Total comprehensive iIncome
(Loss)/profit for the year - - - (134,974) 25,679 (109,295)
Transactions with owners,
recorded directly to equity
8 Ordinary dividends paid - - - - (23,141} (23,141}
15, 16 Buy-backs of ordinary shares (752) - 752 (14,980) - (14,980}
Total equity at 31 December 2011 48,092 16,237 45,734 830,930 53,356 994,349
Compan Ordinary Share Capatal Other
Year ended 31 December 2011 share premium || redemption capital Revenue
capital account reserve reserves reserve Total
Notes £600 £000 £000 £000 £000 £000
Total equuty at 31 December 2010 48,844 16,237 44,982 981,047 50,655 1,141,765
Total comprehensive inceme
(Loss)/profit for the year - - - {135,174) 25,879 (109,295)
Transactions with owners,
recorded directly to equity
8 Ordinary dividends paid - - - - (23,141) (23,141
15, 16 Buy-backs of ordinary shares (752) - 752 (14,980) ~ (14,980)
Total equuty at 31 December 2011 48,092 16,237 45,734 830,893 53,393 994,349

The notes on pages 47 to 67 form part of these financial statements
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Financial Statements
Consolidated and Individual Company Balance Sheets
for the year ended 31 December 2012

Group Company Group Company

31 December 31 December | |31 December 31 December

2012 2012 20N 2011

Notes £°000 £000 £000 £000
Non current assets

10 [nvestments held at fair value through profit or loss 1,202,076 1,203,002 1,083,393 1,084,256

Current assets

11 Other recelvables 4,549 4,461 4,346 4,259

Cash and cash equivalents 36,420 35,309 37,150 36,254

40,969 39,770 41,496 40,513

Total assets 1,243,045 1,242,772 1,124,889 1,124,769

Current liabilities
12 Other payables (5,882) {5,609) (5,277) (5,157)
Bank loan (21,000} (21,000} (15,000) (15,000}

(26,882)  (26,609)  (20,277)  (20,157)

Total assets less current habilities 1,216,163 1,216,163 1,104,612 1,104,612

Non current habilities
At amortised cost

13 8%, per cent Debenture Stock 2016 (44,587) (44,587) {44,585) (44,585)
13 6 125 per cent Secured Bonds due 2025 63,174) 63,174) (63,123) (63,123
13,17 3 4 per cent cumulative preference shares of £1 (2,055) {2,055) (2,055) (2,055)
13,17 2 7 per cent cumulative preference shares of £1 (500) (500) (500) (500)

(110,316) (110,316) (110,263) (110,263)

Net assets 1,105,847 1,105,847 994,349 994,349

Equuty attnibutable to equity holders

15 Ordnary share capital 47,520 47,520 48,092 48,092

16 Share premium account 16,237 16,237 16,237 16,237

16 Capatal redemption reserve 46,306 46,306 45,734 45,734
Retained earnings

16 Other capital reserves 938,708 938,734 830,930 830,893

16 Revenue reserve 57,076 57,050 53,356 53,393
Total equuty 1,105,847 1,105,847 994,349 994,349

18 Net asset value per ordinary share 581 8p 581 8p 516 9p 516 9p

temnents of Witan Investment Trust plc (registered number 101625} were approved by the directors and authonsed for 1ssue on

nd were signed on their behalf by F t & q

- ALCBell _ oo

The notes on pages 4/ t0 6/ torm part of tnese financal staleinens
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Financial Statements
Consolidated and Individual Company Cash Flow Statements

for the year ended 31 December 2012

Group Company Group Company
2012 2012 20m 20m
Notes £7000 £:000 £000 £000
Operating activities
Profit/(loss) before taxation 147,881 147,881 (107,620) (1(47,620)
Interest paid 7,995 7,995 8,278 8,278
10 {Gamns)/losses on investments held at fair value
through profit or loss {130,213) (130,276) 124,144 124,344
19 Net sales/(purchases) of investments held at
far value through profit or loss 10,913 10,913 (2,654) (2,654)
Net gain from futures contracts 2,458 2,458 201 201
Scnip dividends 1included 1n investment income (1,136) (1,136) (810} (810)
Decrease/(increase) in other recewvables 457 468 (977) 42
Increase/(decrease) 1n other payables 598 445 (1,525) (1,487)
Net cash inflow from operating activities before
interest and taxation 38,963 38,748 19,037 20,294
Interest paid (7,995) (7,995) {8,278) (8,278)
Amortisation of debt 1ssue costs 53 53 17 17
Tax on overseas 1ncome (1,651) (1,651} {1,943) (1,943)
Net cash inflow from operating activities 29,370 29,155 8,833 10,090
Financing activities
8 Equity dividends paid (24,003} (24,003) (23,141) {23,141)
Buy-backs of ordinary shares (10,899) (10,899) (15,364) (15,364)
Drawdown of loans 6,000 6,000 15,000 15,000
Net cash outflow from financing activities (28,902) (28,902) (23,505) (23,505)
Increase/(decrease)} in cash and cash equivalents 468 253 (14,672) (13,415)
Cash and cash equivalents at the start of the year 37,150 36,254 52,510 50,357
Effect of foreign exchange rate changes (1,198) (1,198) (688) (688)
Cash and cash equuvalents at the end of the year 36,420 35,309 37,150 36,254
The notes on pages 47 to 67 form part of these financal statemenis
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Financial Statements
Notes to the Financial Statements
for the year ended 31 December 2012

1 Accounting policies

The financial statements of the Group have been prepared in accordance with International Financial Reporting Standards
('IFRSs’) as adopted by the European Unicn and therefore the Group financial statements comply with Article 4 of the EU 1AS
Regulation These comprise standards and mnterpretations approved by the International Accounting Standards Board (‘1ASB"),
together with interpretations of the International Accounting Standards and Standing Interpretations Commuttee apptoved by
the International Accounting Standards Commuttee ('IASC’) that remain in effect, to the extent that they have been adopted by
the European Union

These financial statements are presented 1n pounds sterling because that 15 the currency of the primary economic environment
in which the Group operates

(a) Basis of preparation

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain financial
mstruments The pnncipal accounting policies adopted are set out below Where presentational gurdance set out 1n the
Statement of Recommended Practice Financral Statements of Investment Trust Compantes and Venture Capital Trusts (‘the SORP")
1ssued by the Association of Investment Companes (‘the AIC’) in January 2009 1s consistent with the requirements of IFRSs as
adopted by the European Union, the directors have sought to prepare the financial statements on a basis compliant with the
recommendations of the SORP

{b) Going concern

The Group’s business activities, together with the factors hkely to affect its future development and performance, are set
out in the Business Review section of the Directors’ Report on pages 7 to 17 The financial position of the Group as at

31 December 2012 1s shown 1n the balance sheet on page 45 The cash flows of the Group for the year ended 31 December
2012, which are not untypical, are set out on page 46 The Company had fixed debt and preference share capital totalling
£110,316,000, as set out 1n note 13 on page 57, none of the borrowings 1s repayable before 2016 In 2012, the Group
renewed a one year secured multi-currency borrowing facility for £50 million, of which £21 million was drawn down at

31 December 2012 (2011 £15 milhion) Note 14 on pages 57 to 64 sets out the Group’s risk management policies and
procedures, including those covering currency nsk, interest rate risk and hiquidity nsk  As at 31 December 2012 the Group's
total assets less current habilities exceeded 1ts total non current habilities by a multiple of over ten The assets of the Group
consist mamnly of secunties that are held in accordance with the Company’s investment policy, as set out on page 12 Most
of these securities are readily realisable even in volatile markets The ditectors, who have reviewed carefully the Group’s
budget and forecast for the coming year, consider that the Group has adequate financial resources to enable 1t to continue in
operational existence for the foreseeable future Accordingly, the directors behieve that 1t 1s appropriate to continue to adopt
the going concern basis in prepanng the Group's accounts

(c) Basis of consolidation

The consohdated financial statements incorporate the financial statements of the Company and the entity controlled by the
Company (its subsidiary) made up to 31 December each year Control 15 achieved where the Company has the power to govern
the financial and operating policies of an investee entity so as to obtain benefits from its activities Where necessary,
adjustments are made to the financial statements of the subsidiary to bnng the accounting policies used by 1t mto line with
those used by the Group All intra-group transactions, balances, income and expenses are eliminated on consolidation

(d) Presentation of the Statement of Comprehensive Income

In order to better reflect the activities of an investment trust company, and n accordance with guidance 1ssued by the AIC,
supplementary information which analyses the Statement of Comprehensive Income between items of a revenue and capital
nature has been presented alongside the Statement of Comprehensive Income In accordance with the Company’s Articles of
Association, net capital returns may not be distributed by way of dividend Additonally, the net revenue 1s the measure the
directors beheve appropnate 1n assessing the Group’s comphance with certain requirements set out 1n section 1158 of the
Corporation Tax Act 2010 (formerly section 842 of the Income and Corporation Taxes Act 1988)

(e) Income

Dividends receivable on equity shares are recogrused as revenue for the year on an ex-dividend basis Where no ex-dividend
date 15 available, dividends receivable on or before the year end are treated as revenue for the year Proviston 1s made for any
dividends not expected to be recerved The fixed returns on debt secunties and non-equity shares are recognised on a time
apportionment basts so as to reflect the effective yield on the debt secunties and shares Interest recervable from cash and short-
term deposits 15 accrued to the end of the period Stock lending fees and underwnting commission are recogrused as earned
Any special dividends are looked at individually to ascertain the reason behind the payment This will determine whether they
are treated as income or capital Where the Group has elected to receive 1ts dividends in the form of addittonal shares rather
than cash, the amount of cash dividend foregone 1s recognised as tncome Any excess in the value of shares recerved over the
amount of cash dividend foregone 15 recognised as a gamn n the Statement of Comprehensive Income

47




Witan Investment Trust plc

Financial Statements
Notes to the Financial Statements continued

for the year ended 31 December 2012

1 Accounting policies continued

(f) Expenses

All expenses and interest payable are accounted for on an accruals basis Expenses are presented as capital where a connection
with the maintenance or enhancement of the value of the investments can be demonstrated In this respect the investment
management fees and finance costs are allocated 25% to revenue and 75% to capital to reflect the Board’s expectations of long-
term investment returns Any performance fees payable are allocated wholly to capital, reflecting the fact that, although they
are calculated on a total return basis, they are expected to be attributable largely, 1f not wholly, to capital performance

(g) Taxation
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 1s based on the taxable profit for the period Taxable profit differs from net profit as reported in the
Starement of Comprehensive Income because 1t excludes 1tems of income or expense that are taxable or deductible in other
years and 1t further excludes items that are never taxable or deductible The Group’s hability for current tax 1s calculated using
tax rates that were applicable at the balance sheet date

In line wath the recommendations of the SORF, the allocation method used to calculate tax relief on expenses presented against
capital returns in the supplementary :nformation (n the Statement of Comprehensive Income 1s the ‘marginal basis' Under this
basts, 1f taxable income 15 capable of being offset entirely by expenses presented 1n the revenue return column of the Statement
of Comprehensive Income then no tax relef 15 transferred to the capital return column

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and
habilities in the financial statements and the corresponding tax bases used 1 the computation of taxable profit, and 1s
accounted for using the balance sheet hiability method Deferred tax habihities are recognised for all taxable temporary
differences and deferred tax assets are recogmsed to the extent that 1t 1s probable that taxable profits will be available against
which deductible temporary differences can be utilised Investment trusts which have approval as such under section 1158 of
the Corporation Tax Act 2010 are not hable for taxation on capital gains

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that 1t 1s no longer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply m the period when the hability 1s settled or the asset 1s
realised Deferred tax 1s charged or credited 1n the Statement of Comprehensive Income, except when 1t relates to items charged
or credited directly to equity, in which case the deferred tax 1s also dealt with 1n equaty

(b} Investments held at fair value through profit or loss
When a purchase or sale 1s made under a contract, the terms of which require delivery within the umeframe of the relevant
market, the investments concerned are recognised or derecognised on the trade date

All the Group’s investments are defined by IFRSs as adopted by the European Union as investments held at fair value through
profit or loss All gains and losses are allocated to the capital return within the Statement of Comprehensive Income

All investments are designated upon 1mnal recogmition as held at fair value through profit or loss, and are measured at
subsequent reporting dates at fair value, which 1s erther the bid price or the last traded price, depending on the convention of
the exchange on which the investment 1s quoted Investments 1n unit trusts or QEICs are valued at the closing price, the bid
price or the single price as approprate, released by the relevant investment manager

Fair values for unquoted investments, or for investments for which there 1s only an mactive market, are established by using vanous
valuation techmiques These may include recent arm’s length market transactions, the current fair value of another instrument that
15 substannally the same, discounted cash flow analysis, option pricing models and reference to sumilar quoted comparues Where
there 15 a valuation techmque commonly used by market participants to price the instrument and that techmgue has been
demonstrated to provide reliable estimates of prices obtained 1n actual market transactions, that techmique 1s utiised Where no
rehable fair value can be estimated for such instruments, they are carried at cost, subject to any provision for impairment

The subsidiary company, Witan Investment Services Limuted, 15 held at fair value in the Company balance sheet This 1s
considered to be the net asset value of the shareholder’s funds, as shown in 1ts balance sheet

(1) Cash and cash equivalents
Cash comprses cash 1n hand and demand deposits Cash equivalents are short-term, highly iquid investments that are readily
convertible to known amounts of cash and that are subject to an insigmficant risk of changes 1n value

() Dividends payable
Intenim drvidends are recogrused 1n the period 1n which they are paid Final dividends are not recognised until approved by the
shareholders in general meeting
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Financial Statements
Notes to the Financial Statements continued

1 Accounting policies contrnued

(k) Non current habilities

All debentures and secured bonds are initiaily recognised at cost, being the fair value of the consideration recerved, less 1ssue
costs where applicable After imtial recognition, all interest-beaning loans and borrowings are subsequently measured at
amortised cost using the effective interest method, with the interest expense recognised on an effective yield basis The effective
mterest method 15 a method of calculating the amortised cost of a financial Liabihity and of allocating interest expense over the
relevant penod The effective interest rate 1s the rate that exactly discounts estimated future payments over the expected life of
the financial habilities, or, where appropnate, a shorter period, to the net carrying amount on initial recognmtion

(I) Foreign currency translation
Transactions involving foreign currencies are converted at the rate ruling at the date of the transaction

Foreign currency monetary assets and habilities that are fair valued and denominated 1n foreign currencies are
re-translated into sterhng at the rate ruling on the balance sheet date Foreign exchange differences arnising on translation are
recognised 1n the Statement of Comprehensive Income and allocated to the capital return

{m) Adoption of new and revised accounting standards
(1) Changes in accounting policy and disclosures
The accounting pohcies adopted are consistent with those of the previous financial year

(u) Standards not affecting the reported results nor the financial position
The following new and revised Standards and Interpretations have been adopted 1n the current year Their adoption has not
had any sigmficant impact on the amounts reported 1n these financial statements

Amendments to IAS 12 Income taxes The Group has applied the amendments to IAS 12 (December 2610} titled
Deferred tax Recovery of underlying assets The amendments provide a
practical approach for measuning deferred tax llabilities and deferred tax
assets when investment property 1s measured using the fair value model 1n
TAS 40 Investment Property The amendments introduce a presumption that
an 1investment property 1s recovered entirely through sale This presumption
15 rebutted if the investment property 1s held within a business model whose
objective 15 to consume substantially all of the economuic benefits embodied
in the invéstment property over time, rather than through sale

At the date of authonsation of these financial statements, the following Standards and Interpretations which have not been
appled 1n these financial statements were 1n 1ssue but not yet effective (and 1n some cases had not yet been adopted by the EU)

IFRS 1 (amended) Government Loans

IFRS 7 (amended) Dhsclosures — Offsetting Financial Assets and Financial Liabilities
Annual Improvements to IFRSs (2009 — 2011) Cycle

IFRS 9 Financal Instruments

IFRS 10 Consolidated Financial Statements

IFRS 10, IFRS 12 and [AS 27 Investment entities

(amended)

IFRS 11 Joint Arrangements

IFRS 12 Drsclosure of Interests in Other Entities

IFRS 13 Faw Value Measurement

IAS 27 (revised} Separate Financal Statemnents

IAS 28 {revised) Investments in Assocrates and Joint Ventures

IAS 32 (amended}) Offsetting Financial Assets and Finanaal Liabihities

The directors do not expect that the adoption of the standards hsted above will have a matenal impact on the financial
statements of the Group 1n future periods, except as follows

s IFRS 9 will impact both the measurement and disclosures of Financial Instruments,
¢ IFRS 13 will impact the measurement of fair value for certain assets and liabilities as well as the associated disclosures

Beyond the information above, 1t 1s not practicable to provide a reasonable estimate of the effect of these standards until a
detailed review has been completed
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Financial Statements
Notes to the Financial Statements continued

for the year ended 31 December 2012

1 Accounting policies continued

(n) Dervative financial instruments

The Group’s activities expose it primarily to the financial r15ks of changes 1n market prices, foreign currency exchange

rates and interest rates Derivative transactions which the Company may enter into comprnse forward exchange contracts (the
purpose of which 1s to manage currency nsks ansing from the Company’s investing activities), quoted options on shares held
within the portfolio, or on indices appropriate to sections of the portfolio (the purpose of which 1s to provide protection against
falls in the capital values of the holdings) and futures contracts appropriate to sections of the portfolio (to provide additional
market exposure ar to provide protection agamst falls in the capital values of the holdings) The Company may also write
options on shares represented 1n the portfolio where such options are priced attractively relative to the investment managers’
longer-term expectations for the relevant share prices The Group does not use derivative financtal instruments for speculative
purposes Hedge accounting 1s not used

The use of financial dernivatives 1s governed by the Group's policies as approved by the Board, which has set written principles
for the use of financial denivatives

Changes in the fair vatue of denvative finanaal instruments that do not qualify for hedge accounting are recognised in the
Statement of Comprehensive Income as they anse [f capital in nature, the associated change 1n value 1s presented as a capital item
in the Statement of Comprehensive Income

2 Investment income

2012 2on
£°000 £000
Franked
UK dividends from histed investments 15,868 13,499
UK special dividends from listed investments 209 608
UK dividends from unquoted investments 36 56
16,133 14,163
Unfranked
Overseas dividends from listed investments 16,322 17,941
Overseas special dividends from listed investments 843 337
Property income dividends 5 7
Scuip divndends from hsted investments 1,136 810
Fixed interest and convertible bonds 1,144 989
19,450 20,084
Total investment mncome 35,583 34,247
2012 2011
£000 £'000
Analysis of investment income by geographical segment
United Kingdom 17,428 15,320
North Amernca 3,429 3,347
Continental Europe 9,268 10,071
Japan 369 803
Asia Pacific (ex Japan) 3,302 3,214
South Amenca 444 575
Other 1,343 917
Total investment income 35,583 34,247
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3 Other ncome

2012 201

£'000 £000

Deposit interest 29 58
Stock lending income 269 320
Underwnting commuission 15 -
Income from the subsidiary company’s third party business 1,154 875
Other income - 16
1,467 1,269

At 31 December 2012 the total value of securities on loan by the Company for stock lending purposes was £51,305,000

(2011 £24,168,000) The maximum aggregate value of secunities on loan at any time dunng the year ended 31 December 2012
was £67,693,000 (2011 £62,262,000) Collateral, revalued on a daily basis at a level equivalent to at least 105% of the market
value of the secunties lent, was provided against all loans Collateral 1n respect of UK secunties 1s usually in the form of Crest
DBVs {Delivery by Values), the content of Crest DBVs 1s subject to a concentration limit of 10%

4 Management fees Year ended 31 December 2012 Year ended 31 December 2011
Revenue Capital Total Revenue Capital Total

£000 £000 £000 £°000 £000 £000

Management fees 845 2,534 3,379 809 2,426 3,235
Performance fees - 2,931 2,931 - 1,725 1,725
845 5,465 6,310 809 4,151 4,960

A summary of the terms of the management agreements s given on page 16 in the Business Review section of the
Directors’ Report

5 Other expenses

Auditor’s remuneration
The analysis of the auditor's remuneration 1s as follows

2012 2011
£000 £000
Fees payable to the Company’s auditor and 1ts associates for the audst of the
Company’s annual accounts 48 48
Fees payable to the Company’s auditor and 1ts associates for other services to the Group
— The audit of the Company’s subsidiary 3 4
Total audit fees 51 52
Tax services (advice, preparation and submission within local junsdictions of withholding tax daims)* 65 -
Other services 4 2
Total non-audit fees 69 2
Total fees paid 120 54

*The fees for this work were specifically approved by the Audit Commuttee (see page 36)
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5 Other expenses continued

2012 201
Revenue Revenue
£000 £000
Auditor’s remuneration (see page 51) 120 54
Tax adwvisory services 12 13
Directors’ fees (see the Directors’ Remuneration Report on pages 37 to 40} 246 226
Employers’ national insurance contributions on the directors’ fees 32 29
Employee costs (including executive director's remuneration)
- salares and bonuses 647 717
- employers’ national insurance contributions 88 95
— pension contributions (or paymernts in hieu thereof) 56 49
Adwisory, consultancy and legal fees 201 263
Investment accounting fees 229 204
Company secretanal fees 110 127
Insurances 60 67
Occupancy costs 114 119
Bank charges and overseas safe custody fees 264 311
Marketing expenses* 1,099 1,387
Savings scheme expenses (Witan Wisdom and Jump Savings) 606 673
Other expenses 673 586
Irrecoverable VAT 207 270
4,764 5,190"

*Includes £50,000 sponsorship paid to the Royal Horticultural Society

+The total includes costs of £1,294,000 (2011 £1,282,000} 1n respect of the subsidiary company’s third party business which are
offset by the subsidiary company’s income from that business The analysis relates to the revenue return column only

The average number of employees during the year was 6 (2011 5)

6 Finance costs Year ended 31 December 2012 Year ended 31 December 2011
Revenue Capital Total Revenue Capital Tatal
£000 £900 £000 £°000 £000 £000

Interest payable on overdrafts and loans

repayable within one year 85 255 340 144 431 575
Interest payable on the secured

bonds and debenture stock repayable

between 1 and 5 years 949 2,844 3,793 946 2,839 3,785
Interest payable on the secured

bonds and debenture stock repayable

in more than 5 years 998 2,993 3,991 990 2,969 3,959
Preference share dividends 83 - 83 83 - 83
2,115 6,092 8,207 2,163 6,239 8,402
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7 Taxation Year ended 31 December 2012 Year ended 31 December 2011
Revenue Capital Total Revenue Capital Total
£000 £900 £000 £000 £000 £000

(a) Analysis of the charge for the year
UK corporation tax at 24 5% (2011 26 5%) - - - - - -

Foreign tax suffered 2,042 - 2,042 2,261 - 2,261
Foreign tax recoverable (439) - (439) {589) - (589)
‘Write-off of overseas tax reclaimable - - - 1 - 1
Indian capital gans tax - - - 2 - 2
Total current tax for the year (see note 7(b)) 1,603 - 1,603 1,675 - 1,675

(b) Factors affecting the current tax charge for the year
The tax assessed for the year 1s lower (2011 higher) than that resulting from applying the effective standard rate of corporation
tax in the UK for a large company of 24 5% (2011 26 5%) The difference 1s explained below

Year ended 31 December 2012 Year ended 31 December 2011
Revenue Capital Total Revenue Capitat Total
£000 £'000 £°000 £000 £000 £000
Net profit/(loss) on ordinary activities
before taxatton 29,326 118,555 147,881 27,354 (134,974) (107,620)
Corporation tax at 24 5% (2011 26 5%) 7,185 29,046 36,231 7,249 (35,768) (28,519)
Effects of
Non-taxable UK dividends (3,953) - (3.953) (3,753) - (3,753)
Non-taxable overseas dividends (4,407) - (4,407) (4,953) - (4,953)
Withholding tax wntten off 1,603 - 1,603 1,672 - 1,672
Wnite-off of overseas tax reclaimable - - - 1 - 1
Non taxable gains on investments
held at fair value through profit or loss - (31,902) (31,502) - 32,898 32,898
Excess management expenses not
utilised 1n year 2,313 - 2,313 2,374 - 2,374
Unused loan relationship deficits for the year 1,677 - 1,677 1,877 - 1,877
Preference dividends not deductible
1n determining taxable profit 21 - 21 22 - 22
Capitalised expenses (2,856) 2,856 - (2,818) 2,870 52
Indian capital gains tax - -~ - 2 - 2
Disallowable expenses 20 - 20 2 - 2
Current tax charge 1,603 - 1,603 1,675 - 1,675
(<) Deferred tax

Due to the Company’s status as an investment trust, and the intention to continue meeting the conditions required to obtain
approval in the foreseeable future, the Company has not provided deferred tax on any capital gains and losses arsing on the
revaluation or disposal of investments

No provision has been made for deferred tax on income outstanding at the end of the year as this will be covered by unreheved
business charges and eligible unrelieved foreign tax (2011 £nl)

(d) Factors that may affect future tax charges
The Company has not recognised a deferred tax asset of £27,727,000 (2011 £26,362,000) ansing as a result of having
unrelteved loan relationship deficits and eligible unrelieved foreign tax

It 15 unlikely that the Company will obtain rehef for these in the future so no deferred tax asset has been recognised
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8 Dvidends
2012 2011
£000 £000
Amounts recognised as distributions to equuty holders in the year
Second interim dividend for the year ended 31 December 2011 of 6 55p (2010 6 50p)
per ordinary share 12,589 12,654
First intenm dividend for the year ended 31 December 2012 of 6 Op (2011 S 45p)
per ordinary share* 11,414 10,487
24,003 23,141
*includes a write-back of £17,000 (2011 £31,000) of dividends unclaimed for 12 years or more
Second intenm dividend for the year ended 31 December 2012 of 7 2p
(2011 6 55p) per ordinary share 13,665 12,589

The second intenim dividend has not been included as a hability 111 these financial statements as 1t was declared after the year end

Total 1n respect of the year

Set out below 15 the total dividend to be paid 1n respect of the year This 1s the basis on which the requirements of section 1158
of the Corporation Tax Act 2010 are considered

2012 20N
£000 £060
Revenue profits available for distribution 27,723 25,679
First interim dividend for the year ended 31 December 2012 of 6 Op (2011 5 45p)
per ordinary share (11,414) (10,487)
Second intenm dividend for the year ended 31 December 2012 of 7 2p
(2011 6 55p) per ordinary share (13,665) (12,589)
Revenue retained for the year 2,644 2,603

9 Earmings/(loss) per ordinary share
The earnings/(loss) per ordinary share figure 1s based on the net profit for the year of £146,278,000 (2011 loss of £109,295,000)

and on 191,174,313 ordinary shares (2011 193,509,347), being the weighted average number of ordinary shares in 1ssue duning
the year

The earnings/(loss) per ordinary share figure detailled above can be further analysed between revenue and caputal, as below The
Company has no secunties in 1ssue that could dilute the return per ordinary share Therefore the basic and diluted earnings per
ordinary share are the same

2012 20N

£000 £000

Net revenue profit 27,723 25,679
Net capital profit/(loss) 118,555 (134,974)
Net total profit/(loss) 146,278 (109,295)
Weighted average number of ordinary shares 1n 1ssue during the year 191,174,313 193,509,347
2012 2011

Pence Pence

Revenue earnings per ordinary share 14 50 13 27
Capital earnings/(loss) per ordinary share 6202 (69 75)
Total earnings/(loss) per ordinary share 76 52 (56 48)

54




Annual Report 2012

Financial Statements

Notes to the Financial Statements continued

10 Investments held at far value through profit or loss

(1) Analysis of investments held at fair value through profit or loss

2012 2011
Group Company Group Company
£000 £000 £000 £000
Listed 1n the United Kingdom 560,328 560,328 495,317 495,317
Listed abroad 640,788 640,788 587,236 587,236
Unquoted at directors’ valuation {see note 10(v)) 960 960 840 840
Investment in subsidiary undertaking - 926 - 863
1,202,076 1,203,002 1,083,393 1,084,256

(1) Group changes i investments held at fair value through profit or loss

Movement in

Valuation investment Valuation Cost
31 December holding | |31 December 31 December
201 Purchases Sales gamns/(losses) 2012 2012
£'000 £°000 £000 E£'000 £000 £000
United Kingdom 496,517 122,895 133,997 75,873 561,288 479,576
North America 217,403 82,478 75,850 9,921 233,952 208,258
Continental Europe 181,196 42,469 56,459 31,212 198,418 177,427
Japan 16,200 8811 7,991 (3,534) 13,486 15,582
Asia Pacific (Ex-Japan) 126,132 36,477 36,388 10,125 136,346 127,940
Latin America 25,173 2,801 3,527 3,507 27,954 35,343
Other 20,772 9,402 1,023 1,481 30,632 33,364
1,083,393 305,333 315,235 128,585 1,202,076 1,077,490

Included 1n the above figures are purchase costs of £865,000 (2011 £1,276,000) and sales costs of £411,000 (2011 £573,000)

These comprise mainly stamp duty and commission

(m) Gans/(losses) on investments held at fair value though profit or loss

2012 2011

£000 £000

Realised gans on sales of investments 23,435 40,019
Movement i investment holding gains 107,976 (163,475)
Net movement on foreign exchange on cash and cash equivalents (1,198) (688)
130,213 (124,144)

(v) Substantial share interests

The Company has notified interests in 3% or mote of the voting nights of five of the investee companies, all of which are
closed-ended investment funds However, the Board does not consider any of the Company’s investments to be individually

material in the context of these financial statements

It 1s the Company's stated policy to invest no more than 15% of 1ts gross assets in other listed Investment companies (including

histed investment trusts)
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10 Investments held at fair value through profit or loss continued

(v} Unquoted mvestments

The value of the unquoted investments as at 31 December 2012 was £960,000 (2011 £840,000) and the portfolio comprised

the following holding
Valuation
Investments £000
Cazenove Capital Holdings Limited 960
960

Cazenove Capital Holdings Limited 15 an asset management business which sphit away from Cazenove Group in 2005 The
holding 1s valued on the basis of an independently determined price set within Cazenove Capital Holdings in 2012 for matching
internal buyers and sellers, discounted to reflect 1lhiquidity The directors consider this price to be supported by information about

the company’s business over the remainder of 2012

11 Other recervables 2012 20m

Group Company Group Company

£000 £000 £'000 £000

Sales for future settlement 695 695 73 73

Taxation recoverable 918 918 870 870

Intercompany account - 483 - 229

Prepayments and accrued income 2,337 2,337 3,016 3,016

Other debtors 599 28 387 71

4,549 4,461 4,346 4,259

12 Other payables 2012 2011

Group Company Group Company

£°000 £°000 £°000 £000

Purchases for future settlement 1,389 1,389 892 892
Unrealised loss on derivatives designated as held at fair value

through profit or loss 76 76 444 444

Share buy-backs awaiting settlement 180 180 302 302

Preference dividends 38 38 38 38

Accruals 4,199 3,926 3,601 3,481

5,882 5,609 5277 5,157
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13 Non current liabilities 2012 2011
Group Company Group Company
£°000 £000 £000 £000

Financial instruments redeemable other than in instalments
are as follows

8]/2 per cent Debenture Stock 2016 44,587 44,587 44,585 44,585
6 125 per cent Secured Bonds due 2025 63,174 63,174 63,123 63,123
2,055,000 3 4 per cent cumulative preference shares of £1 each

{(see note 17 on page 65) 2,055 2,055 2,055 2,055
500,000 2 7 per cent cumulative preference shares of £1 each

(see note 17 on page 65) 500 500 500 500

110,316 110,316 110,263 110,263

On 15 December 2000 the Company 1ssued £100,000,000 (nomuinal) 6 125 per cent Secured Bonds due 2025, net of discount
and 1ssue costs totalling approximately £2,000,000 The discount and the 1ssue costs will be written back over the hfe of the
Secured Bonds The nomunal value of the remaimng Secured Bonds 1n 1ssue (£64,290,000 at 31 December 2012) 1s redeemable
on 15 December 2025 The nominal value of the Debenture Stock 1s redeemable on 1 October 2016 The Debenture Stock and
the Secured Bonds are secured by floating charges over all the undertaking and assets of the Company The secunty of the
charges applies pan passu to both 1ssues

14 Fmanaal instruments

Risk management policies and procedures

As an investment company, Witan invests in equities and other mnvestments for the long term so as to secure 1ts investment
objective as stated on page 1 In pursuing 1ts mvestment objective, the Group 1s exposed to a variety of risks that could result in
either a reduction 1n the Group’s net assets or a reduction n the profits available for distribution by way of dividends

These nsks, market risk (compnsing price nsk, currency risk and interest rate risk), hiquidity nisk and credit nisk, and the
directors’ approach to the management of them, are set out below

The objectives, policies and processes for managing the risks and the methods used to manage the risks, as set out below, have
not changed from the previcus accounting peried, although 1n some instances addinonal resources have been allocated to
some areas

141 Market risk

The fair value or future cash flows of a financal instrument held by the Group may fluctuate due to changes 1n market prices
This market nisk comprses price nisk {(see note 14 2), currency nisk (see note 14 3) and interest rate risk (see note 14 4) The Board
reviews and agrees pohcies for managing these nsks, which policies have remaimned substantially unchanged from those applying
11 the year ended 31 December 2011 The investment managers assess the exposure to market nisk when making each investment
decision and monitor the overall level of market r1sk on the whole of their investment portfolios on an ongoing basis

14 2 Pnce nsk
Price nisks (1e changes in market prices other than those ansing from 1nterest rate risk or currency risk) may affect the value of
the quoted and the unquoted investments

Management of the risk

The Board manages the nisks inherent 1n the investment portfolios by regularly reviewing relevant information from the
investment managers The Board meets regularly and at each meeting reviews tnvestment performance The Board monitors
the managers’ compliance with their mandates and also whether each mandate and asset allocation 1s compatible with
Witan's objective

When appropniate, Witan has the ability to manage 1ts exposure to rnisk through the controlled use of derivatives
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14 Finanaal instruments continued
The Group's exposure to other changes in market prices at 31 December on 1ts quoted and unquoted equity investments, and
on options on indices and investments, was as follows

2012 2011
£000 £000
Investments held at fair value through profit or loss 1,202,076 1,083,393

Concentration of exposure to price risks

An analysis of the Group’s investment portfolio 1s shown on page 18 Thus shows that the greater geographical weighting 1s to
UK companies, with sigmficant exposure also to North America and Continental Europe Accordingly, there 15 a concentration
of exposure to those regions, although an investment’s country of dormicile or of Listing does not necessarily equate to its
exposure to the economic conditions 1n that country

Price risk sensitivity

The following table illustrates the sensinvity of the profit after taxation for the year and the value of the shareholders’ funds
to an increase or decrease of 15% in the fair values of the Group's equity investments (including equity exposure through
optiens) Thus level of change 1s considered to be reasonably possible based on observation of market conditions and histoncal
trends The sensttivity analysis 1s based on the Group’s equities and equity exposure through options at each balance sheet
date, with all other vaniables held constant The results of these example calculations are significant but not unreasonable,
given that most of the Group’s assets are equity mmvestments

2012 201

Increase Decrease Increase Decrease

in fair value in farr value in fair value n fair value

£000 £000 £000 £000

Income statement - profit after tax

Revenue return - - - -
Capital return 180,311 (180,311) 162,509 (162,509)
Change to the profit after tax for the year and shareholders’ funds 180,311 (180,311) 162,509 (162,509)

143 Currency nsk

A proportion of the Group's assets, lalities and income are denominated 1n currencies other than sterling (the Group’s
functional currency, and the currency in which 1t reports 1ts results) As a consequence, movements i exchange rates affect
the sterling value of those items

Management of the risk
The investment managers monitor their exposure to currencies as part of their normal investment processes The Board receives
a monthly report on the currency exposures of the entire fund

Income denominated 1n foreign currencies 1s converted into sterling upon receipt The Group does not use financial
instruments to mitigate the currency exposure in the period between the time that income 1s included 1n the financial
statements and 1ts receipt

Foreign currency exposure

The fair values of the Group’s monetary items that have foreign currency exposure at 31 December are shown on page 59
Where the Group’s equity investments (which are not monetary items) are denominated 1 a foreign currency, they have been
ncluded separately 1n the analysis so as to show the overall level of exposure
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14 Financial mstruments continued

uss Euro Yen Other
2012 £000 £000 £000 £000
Receivables (due from brokers, dividends and other
Income recervable) 276 704 23 796
Cash at bank and on deposit 2,214 1,991 1,077 73
Payables (due to brokers, accruals and other creditors) 12) (397) - (891)
Total foreign currency exposure on net monetary items 2,478 2,298 1,100 (22)
Investments at fair value through profit or loss that are equities 250,723 133,054 13,486 181,028
Total net foreign currency exposure 253,201 135,352 14,586 181,006
uss Euro Yen Other
2011 £'000 £000 £000 £000
Receivables {due from brokers, dividends and other
mcome recervable} 364 286 26 680
Cash at bank and on deposit 6,605 1,203 1,230 502
Payables (due to brokers, accruals and other creditors) - - (444) -
Total foreign currency exposure on net monetary items 6,969 1,489 812 1,182
Investments at fair value through profit or loss that are equities 218,750 128,681 14,417 168,738
Total net foreign currency exposure 225,719 130,170 15,229 169,920

The above amounts are not representative of the exposure to nisk during the year as levels of monetary foreign currency
exposure change significantly throughout the year

Foreign currency sensitivity

The following table 1llustrates the sensitivity of the profit after tax for the year and the Group’s equity in regard to the Group's
monetary financial assets and financial habilities and the exchange rates for the £/US dollar, £/Euro and £f]apanese yen The
results of these example calculations are significant but not unreasonable in the context of the majonty of the Group's assets
being invested overseas

It assumes the following changes 1n exchange rates
£/US dollar +/- 15% (2011 153%)

E£/Buro +/- 15% (2011 15%)

£/]apanese yen +/- 15% (2011 15%)

The sensitivity analysis 1s based on the Group’s monetary foreign currency financial instruments held at the balance sheet date
and takes account of any forward foreign exchange contracts that offset the effects of changes in currency exchange rates

If sterhing had depreciated against the currencies shown, this would have had the following effect

2012 2011
uss Euro Yen Uss Euro Yen
£000 £000 £000 £000 £000 £000

Income statement — profit after tax
Revenue return 1,175 828 61 583 1,050 131
Capital return 44,245 23,480 2,380 38,603 22,708 2,544
Change to the profit after tax 45,420 24,308 2,441 39,186 23,758 2,675
Change to the shareholders’ funds 45,420 24,308 2,441 39,186 23,758 2,675
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14 Financial instruments continued

If sterling had appreciated against the currencies shown, this would have had the following effect

2012 2011
uss Euro Yen uss Euro Yen
£000 £000 £000 £°000 £000 £000

Income statement — profit after tax
Revenue return (868) (612) (45) (431) (776) 97)
Capital return (32,703) {17,355) (1,759) (28,533) (16,784) (1,881)
Change to the profit after tax (33,571) (17,967 (1,804) (28,964) (17,560) (1,978)
Change to the shareholders’ funds {33,571) (17,967) (1,804) (28,964) (17,560) (1,978)

In the optmion of the directors, neither of the above sensitivity analyses are representative of the year as a whole since the level
of exposure changes frequently, as part of the currency risk management process used to meet the Group’s objective

14 4 Interest rate nsk
Interest rate movements may affect the level of income receivable from fixed interest securities and cash at bank and on
deposit

Management of the risk
The possible effects on fair value and cash flows that could amnse as a result of changes 1n nterest rates are taken into account
when making investment decisions

The Group holds cash balances, partly to meet payments as they fall due but also when appropnate to offset the long-term
borrowings that 1t has in place

The Group finances part of 1ts activities through preference shares that do not have redemption dates and through debenture
stock and secured bonds that were 1ssued as part of the Company’s planned gearing

Interest rate exposure
The exposure at 31 Decemnber 2012 of financial assets and financial habtlities to interest rate risk 1s shown by reference to

- floating interest rates when the interest rate 1s due to be re-set, and
- fixed interest rates when the financial instrument 1s due be repaid

The Group’s exposure to floating tnterest rates on assets 1s £15,420,000 (2011 £22,150,000) This represents cash holdings
minus vanable rate borrowing

The Group's exposure to fixed interest rates on assets 1s £28,704,000 (2011 £26,879,000) This represents investments in bonds
The Group's exposure to fixed interest rates on hiabilities 1s £110,316,000 (2011 £110,263,000) Thus represents fixed rate borrowing
Interest receivable and finance costs are at the following rates

~ interest recerved on cash balances, or paid on bank overdrafts and loans, 1s at margin under/over LIBOR or 1ts foreign
currency equivalent (2011 same},

— the finance charge on the preference shares 1s at a werghted average interest rate of 3 3% (2011 3 3%),
— the finance charge on the debenture stock 15 at a weighted average interest rate of 8 5% (2011 8 5%), and
- the finance charge on the secured bonds 1s at a weighted average interest rate of 6 125% (2011 6 125%)

The above year end amounts are not representative of the exposure to interest rates during the year, as the level of exposure changes
as investments are made 1n fixed 1nterest secunties, long-term debt 1s partially redeemed and as the level of cash balances varies
duning the year In the context of the Group’s balance sheet, the exposure to interest rate nsk 1s not considered to be matenal

Interest rate sensitivity

Based on the Group's monetary financial instruments at each balance sheet date, an 1ncrease or decrease of 200 basis points in
interest rates would decrease or increase revenue return after tax by £623,000 (2011 £668,000), capital return after tax by
£315,000 (2011 £225,000), and total profit after tax and shareholders’ funds by £308,000 (2011 £443,000)
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14 Financial instruments continued

Thus level of change 15 considered to be reasonably possible based on observation of current market conditions This 15 not
representative of the year as a whole, since the exposure changes as investments are made In the context of the Group’s
balance sheet, the outcome is not considered to be matertal

145 Liquidsty nisk
This 1s the risk that the Group will encounter difficulty in meeting obhigations associated with 1ts financaial hiabihities

Management of the risk

Liquidity nsk 1s not significant as the majonty of the Group’s assets are investments in quoted equities and other quoted
securities that are readily realisable The Group has borrowed £44,587,000 by 1ts 1ssue in 1986 of 814 per cent Debenture Stock
2016 and £63,174,000 by 1its 1ssue 1n 2000 of 6 125 per cent Secured Bonds due 2025 The Group 15 able to draw short-term
borrowings of up to the sterling equivalent of £50 million from 1ts secured and commutted multi-currency borrowing facihity of
£30 mullion wath BNP Panbas, London Branch (expiring in December 2013) £21,000,000 was drawn down under the facility at
31 December 2012 (2011 £15,000,000)

The Board gives guidance to the investment managers as to the maximum amount of the Company's resources that should be
mvested in any one company The policy 1s that the Group should remain fully invested in normal market conditions

Liquidity risk exposure
The remaining contractual matunties of the financial liabalines at 31 December 2012, based on the earliest date on which
payment can be required, were as follows

2012 2011

Within Between More than Within Between More than

1year 1and5 years 5 years Tyear 1andS5 years 3 years

£000 £7600 £'000 £000 £000 £'000

Debenture stock* 3,790 55,012 - 3,790 58,802 -
Secured bonds* 3,938 15,751 95,619 3,938 15,751 99,557
Preference shares’ 83 332 2,555 83 332 2,555
Other creditors and accruals 5,882 - - 5,277 - -
Bank loan 21,000 - - 15,000 - -
34,693 71,095 98,174 28,088 74,885 102,112

*The above figures show mnterest payable over the remaining terms of each instrument The figures 1n the ‘between 1 and 5
years’ and ‘more than 5 years’ columns also include the capital to be repaid

*The figures 1n the ‘more than 5 years’ columns do not include the ongoing annual finance cost of £83,000

14 6 Credit nsk
The failure of the counterparty to a transaction to discharge 1ts obligations under that transaction could result in the Group
suffening a loss

Management of the risk
The nisk 1s managed as follows

- transactions involving derivatives are entered into only with investment banks, the credit rating of which s taken into
account so as to munimise the nsk to the Group of default,

- investment transactions are carmed out with 2 large number of brokers, whose credit standard 13 reviewed periodically by the
mvestment managers, and lumits are set on the amount that may be due from any one broker,

- cash at bank 15 held only with reputable banks with high quality external credit ratings
None of the Group’s financial hiabilihies are past their due dates or impaired
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14 Finandial instruments continued

Credit risk exposure
The table below summarises the credit r1sk exposure of the Group as at the year end

2012 2011

£000 £°000

Fixed interest securities 28,704 26,879

Cash 36,420 37,150
Receivables

Sales for future settlement 695 73

Taxation recoverable 918 870

Accrued income 2,337 3,016

Other debtors 599 387

69,673 68,375

14 7 Farir values of financial assets and financial habilities

Except for those financial habilittes measured at amortised cost that are shown below, the financial assets and financial
habilities are erther carried 1n the balance sheet at their fair value (investments and denvatives) or the balance sheet amount 1s a
reasonable approximation of fair value (amounts due from brokers, dividends and interest recervable, amounts due to brokers,
accruals, cash at bank and bank overdrafts)

2012 20M
Farr  Balance sheet Fair Balance sheet
value amount value amount
£°000 £°000 £000 £000

Financial lhiabilities measured at amortised cost

Non current liabilities

Preference shares 1,379 2,555 1,404 2,555
Bebenture stock 53,136 44,587 53,953 44,585
Secured bonds 80,232 63,174 80,233 63,123

134,747 110,316 135,590 110,263

The fair values shown above are denved from the offer pnice at which the secunities are quoted on the London Stock Exchange
Note 1(h) on page 48 sets out the Board's policy for determuning the fair values of the unquoted investments The directors are
of the opinion that changing one or more of those assumptions to reasonably possible alternative assumptions would not

change those fair values significantly The amount of change in fair value for such investments recognised in the profit or loss
for the year was a profit of £120,000 (2011 loss of £122,000)

Fair value hmerarchy disclosures
The table below sets out fair value measurements using the IFRS 7 fair value hierarchy

Financial assets at fair value through profit or loss

Level 1 Level 2 Level 3 Total

At 31 December 2012 £000 £'000 £000 £000
Equity investments 1,140,648 - 960 1,141,608
Investments 1n other funds - 60,468 - 60,468
Denvatives - (76) - (76)
Total 1,140,648 60,392 960 1,202,000
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14 Financial instruments continued

Level 1 Level 2 Level 3 Total

At 31 December 2011 £000 £000 £000 £000

Equity investments 1,032,111 - 840 1,032,951

Investments 1n other funds - 50,442 - 50,442
Denvatives - (444) - (444)

Total 1,032,111 49,998 840 1,082,949

Categonsation within the hierarchy has been determined on the basis of the lowest level input that 15 significant to the fair
value measurement of the relevant asset as follows

Level 1 — valued using quoted prices i an active market for 1dentical assets

Level 2 — valued by reference to valuation techniques using observable inputs other than quoted prices within Level 1

Level 3 — valued by reference to valuation technques using inputs that are not based on observable market data

The valuation techmques used by the Group are explained in the accounting policies in note 1{h) There were no transfers
dunng the year between Level 1 and Level 2 A reconciliation of fair value measurements 1n Level 3 1s set out below

Level 2 Financial assets
Level 2 Financial assets refer to investments in Tnlogy Emerging Markets Fund and Polar Capital Insurance Fund {2011 Tnlogy
Emerging Markets Fund and Polar Capital Insurance Fund)

Level 3 Reconciliation of Level 3 fair value measurement of financial assets

At 31 December 2012 £'00ﬂ

Opening fair value 840
Purchases at cost -
Sales proceeds -
Total gains included 1n gains on tnvestments 1n the Statement of Comprehensive Income

- on sold assets -

- on assets held at the end of the year 120
Closing fair value 960

Level 3 valuation techniques used by the Group are explained in the accounting policies in note 1(h)
Capital management policies and procedures

The Group's capital management objectives are

- to ensure that 1t will be able to continue as a going concern, and

- to maximise the ncome and capital return to 1ts equity shareholders through an appropnate balance of equity capital and
debt

The Group's total capital employed at 31 December 2012 was £1,237,163,000 (2011 £1,119,612,000) compnising £131,316,000
of debt (2011 £125,263,000) and £1,105,847,000 of equity share capital and other reserves (2011 £994,349,000)

The Group’s policy 1s to manage the effective gearing 1n the portfolio to not normally exceed +20% Effective gearing 1s defined
as the difference between shareholders’ funds and the total market value of the investments (including the face value of futures
positions) expressed as a percentage of shareholders’ funds At 31 December 2012 effective geaning was 6 1% (2011 10 6%)

The Board monitors and reviews the broad structure of the Group's capital on an ongoing basis This review includes
— the planned level of geaning, which takes into account the Chief Executive Officer’s view on the market,

- the need to buy back equity shares for cancellation, which takes account of the difference between the net asset value per
share and the share price (te the level of share price discount or premium), and

— the extent to which revenue 1n excess of that which 15 required to be distributed should be retained

The Group's objectives, policies and processes for managing capital are unchanged from the preceding accounting period
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14 Financial instruments continued
The Company 1s subject to several externally imposed capital requirements

- the terms of 1ssue of the Company’s debenture stock and secured bonds require the aggregate amount outstanding 1n respect
of borrowings, measured in accordance with the policies used to prepare the annual financial statements, not to exceed a sum
equal to the Company's capital and reserves at any time,

- as a public company, the Company has a minimum 1ssued share capital of £50,000, and

— In order to be able to pay dividends out of profits avaiiable for distribution by way of divdends, the Company has to be able
to meet one of the two capital restriction tests imposed on mnvestment companies by company law

These requirements are unchanged since the previous year end and the Company has complied with them

15 Called up share captal

Group and Group and
Company Company
2012 201
£000 £000
Called up, 1ssued and fully paid
190,079,500 ordinary shares of 25p each (2011 192,367,000) 47,520 48,092

Durning the year, 2,287,500 ordinary shares were bought back for cancellation at a cost of £10,777,000 (2011 3,008,220
ordinary shares at a cost of £14,980,000)

16 Share premium account and reserves

Caputal
Capital reserve ansing
Share Capital reserve ansmng on revaluabion
premium redemption on investments of mvestments Revenue
account reserve sold held reserve
£000 £000 £°600 £7000 £°000
Group
At 1 January 2012 16,237 45,734 814,396 16,534 53,356
Net movement on imvestments - - 23,435 107,976 -
Net movement on foreign exchange - - (1,198) - -
Expenses and 1nterest payable charged to capital
net of tax relief - - (11,658) - -
Buy-backs of ordinary shares - 572 (10,777) - -
Profit for the year - - - - 27,723
Ordinary dividends paid - - - - (24,003)
At 31 December 2012 16,237 46,306 814,198 124,510 57,076
Company
At 1 January 2012 16,237 45,734 814,396 16,497 53,393
Net movement on investments - - 23,433 108,039 -
Net movement on foreign exchange - - (1,198) - -
Expenses and 1nterest payable charged to capital
net of tax relief - - (11,658) - -
Buy-backs of ordinary shares - 572 (10,777) - -
Profit for the year - - - - 27,660
Ordinary dividends paid - - - - (24,003)
At 31 December 2012 16,237 46,306 814,198 124,536 57,050
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17 Preference shares
Included 1n non current habilities 1s £2,555,000 mn respect of 1ssued preference shares as follows

Group and Group and

Company Company

2012 2011

£000 £000

2,055,000 3 4 per cent cumulative preference shares of £1 each 2,055 2,055
500,000 2 7 per cent cumulative preference shares of £1 each 500 300
2,555 2,555

The 3 4 per cent and 2 7 per cent cumulative preference shares constitute a single class and confer the right, 1n prionty to any
other class of shares

(1) to recewve a fixed cumulative preferential dividend at the respective rates (exclusive of tax credit thereon) of 3 4 per cent
and 2 7 per cent per annum, such dividend being payabte half-yearly on 15 January and 15 July 1n each year, in respect of
the 3 4 per cent cumulative preference shares, and on 1 February and 1 August in each year, in respect of the 2 7 per cent
cumulative preference shares, and

(1) to receive repayment of capital at par 1n 2 winding up of the Company (but do not confer any further nght to participate 1
profits or assets}

The preference shareholders are entitled to recerve notices of general meetings of the Company but are not entitled to attend or
vote thereat (except on a resclution for the voluntary hquidation of the Company or for any alteration to the objects of the
Company as set out 1n 1ts Articles of Association)

In the event of a poll at a general meeting of the Company, every member of the Company who 1s present in person or by
proxy and who s entitled to vote thereat, whether an ordimary shareholder or, 1n the circumstances outhned above, a
preference shareholder, has one vote for every £1 nomunal value of shares registered 1n their name Accordingly, on a poll each
ordinary shareholder has one vote for every four shares held

18 Net asset value per ordinary share
The net asset value per ordinary share 581 8p (2011 516 9p} 1s based on the net assets attributable to the ordinary shares of
£1,105,847,000 (2011 £994,349,000) and on the 190,079,500 ordinary shares tn 1ssue at 31 December 2012 (2011 192,367,000)

The movements duning the year of the net assets attributable to the ordinary shares were as follows

£000 |
Total net assets at 1 January 2012 994,349
Total profit for the year 146,278
Dividends paid 1n the year on the ordinary shares (see note 8) (24,003)
Buy-backs of ordinary shares (10,777)
Net assets attnbutable to the ordinary shares at 31 December 2012 1,105,847

An alternative net asset value per ordinary share can be calculated by deducting from the total assets less current habilities of
the Company the preference shares, the debenture stock and the secured bonds at their market (or fair) values rather than at
their par (or book) values Detauls of the alternative values are set out in note 14 7 The net asset value per ordinary share at
31 December 2012 calculated on this basis 1s 568 9p (2011 503 7p}
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19 Note to the cash flow statements
Purchases and sales of investments are considered to be operating activities of the Company, givenits purpose, rather than
mvesting activities However, the cash flows associated with these activities are presented below

Group and Group and

Company Cempany

2012 201

£000 £000

Proceeds on disposal of fair value through profit or loss investments 315,749 353,958
Purchases of fair value through profit or loss investments (304,836) (396,612)
10,913 (2,654)

20 Capital commitments and contingent habilities

At 31 December 2012 there were capital comnutments in respect of securities not fully paid up of £mil (2011 £nil) and
underwnting habihties of £n1l (2011 £rl} In November 2005 the Company took a five year lease on office premuses at
14 Queen Anne's Gate, London SW1 which was renewed for a further five years in October 2010

21 Operating lease arrangements

2012 20m
£°000 £°000
Minimum lease payments under operating leases recogmsed for the year 49 49

At the balance sheet date, the Group had outstanding commuitments for the future mimimum lease payments under non-
cancellable operating leases, which fall due as follows

2012 2011

£000 £000

Within one year 49 49
In the second to fifth years inclusive 100 149
149 198

The operating lease payments represent rentals payable by the Group for 1its office property

The lease was re-negotiated during 2010 for a further term of five years Rentals are fixed for an average of five years

22 Subsichary undertaking

The Company has an investment in the issued ordinary share capital of 1ts wholly-owned subsidiary undertaking, Witan
Investment Services Limited, which was incorporated on 28 October 2004, 1s registered 1n England and Wales and operates in
the United Kingdom

23 Related party transactions disclosures
Balances and transactions between the Company and its subsidhary, which are related parties, amounting to £242 000 have
been eliminated on conscolidation and are not disclosed 1n this note

Remuneration of key management personnel

The remuneration of the directors, who are the key management personnel of the company for each of the relevant categories
speaified n 1AS 24 Related Party Disclosures 1s provided 1n the audited part of the Directors’ Remuneration Report on pages 37
to 40

Directors” transactions
Drvidends totalling £168,000 were paid 1n the year in respect of ordinary shares held by the Company’s directors
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24 Segment Reporting

The Group adopted IFRS 8 Operatinig Segments with effect from 1 January 2009 1FRS 8 requures operating segments to be
1dentified on the basis of internal reports about components of the Group that are reviewed regularly by the Chief Executive
Officer and that are used to allocate resources to the segments and to assess their performance The identification of the
Group’s reportable segments did not change as a result of the adoption of IFRS 8

Geographical segments

Geographical segments are considered to be the pnmary reporting segment An analysis of investment income by geographical
segment 15 set out 1 note 2 on page 50 Analyses of expenses by geographical segment and of profit by geographical segment have
not been given as 1t 1s not possible to prepare such information 1n a meaningful way An analysis of the investments by geographical
segment 1s set out 1 note 10 on page 55 Analyses of the remaining assets and habilities by geographical regiton have not been given
as either 1t 15 not possible to prepare such information 1n a meamingful way or the results are not considered to be significant

Business segments

Business segments are considered to be the secondary reporting segment The Group has two business segments (1} its activity as an
investment trust, which 1s the business of the parent company, Witan Investment Trust ple, and recorded in the accounts of that
company, and (u) the provision of executive and markettng management services and the management of savings schemes, which
1s the business of the subsidiary company, Witan Investment Services Limited, and recorded 1 the accounts of that company

Year ended 31 December 2012 | |Year ended 31 December 2011

Investment Management Investment Management

trust services trust services

£'000 £000 £000 £000

Revenue — see notes 2 and 3 35,893 1,157 34,641 875
Carrying amount of assets 1,104,921 926 993,486 863
Interest expense 8,207 - 8,402 -

25 Value Added Tax on management fees

Following the decision of the European Court of Justice in 2007 that Value Added Tax ("VAT’) should not be charged on fees
paid for management services provided to investment trust companies, the Company received, over the three financial years
to 31 December 2009, refunds of VAT totalling £3,264,000 (relating to management fees patd during the periods 1990 to 1996
and 2000 to 2007) and £1,191,000 of simple interest on those VAT refunds During the year to 31 December 2010, the
Company received a further £75,000 1n respect of the VAT on investment administration fees incurred between 2004 and 2007
No further VAT refunds or interest were expected or received durning 2011 or 2012 The write-backs of VAT were allocated
between revenue return and capital return according to the allocation of the amounts onginally paid The £75,000 recogmsed
1n 2010 was allocated wholly to the revenue return The :nterest paid by HMRC on the VAT recovered was inciuded 1n other
income

There remam ocutstanding claims relating to the peniod 1996 to 2000 and clauns for compound interest from 1990 onwards No
amounts have been recognised 1n respect of these claims as 1t 1s currently uncertain whether any further amounts will be recovered
26 Subsequent events

Since the year end, the Company has bought back 391,500 of 1ts ordinary shares (see also page 26)

Since the year end, the Board has declared a second intenim dividend 1n respect of the year ended 31 December 2012 of 7 2p
per ordinary share (see also page 24 and note 8 on page 54)
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Debt at fair value Debt at par value
Market Net asset Net asset Net Earnings Dwidends
price per value per Share value per Share revenue per per
ordinary ordnary price ordinary price after ordinary ordwnary
share share discount share discount taxation share share
Year end in pence | [ in pence® %® [ [ 1n pencet %ol n £000 in pence in pence
31 December 2001 3910 not recorded 429 3 89 29,634 8 40 795
31 December 2002 2615 3032 138 307 6 150 31,445@ 8 92 810
31 December 2003 3030 3547 14 6 3582 15 4 31,362 8 98 8 30
31 December 2004 3315 384 4 138 390 2@ 150 29,330@ 8 63@ 8 60
31 December 2005 414 0 458 9 98 469 5@ 118 28,0024 8 96% 8 80
31 December 2006 454 5 508 4 1086 5171 121 27,565 10 24 920
31 December 2007 478 5 5379 110 5457 123 27,137 1108 9 90
31 December 2008 3510 400 3 123 4101 14 4 25,261 11 60 10 20
31 December 2009 444 6 4970 105 5027 116 22,524 10 63 10 50
31 December 2010 5165 5781 107 584 4 116 18,729 9 45 1090
31 December 2011 4500 5037 10 7@ 5169 129 25,679 13 27 1200
31 December 2012 5030 5689 11 6® 5818 135§ 27,723 14 50 13 20

(a) The figure for 2005 has been calculated 1n accerdance with International Financial Reporting Standards (‘IFRSs’) as adopted by the European
Union and the figure for 2004 has been restated 1n accordance with IFRSs The figures for the earlier years have not been restated

(b) The net asset value per ordinary share 15 calculared by deducting from the total assets less current habihties of the Group the fixed borrowings at
their fair (or market) values The share price discount shown reflects this calculation

(¢} The net asset value per ordinary share 15 calculated by deducting from the total assets less current habilities of the Group the fixed borrowings at
thetr par (not their market) values The share pnice discount shown reflects this calculation

(d) With effect from 1 January 2001, 75% of finance costs and management fees have been charged to capital The 2000 figures were restated to
reflect this change of accounting pahey

(e) With effect from 1 January 2002, tax rehief has been allocated as descnbed 1n note 1(g) on page 48

(f) The average discount to the net asset value, exciuding income, with debt at fair value, 1n 2012 was 10 7% {2011 10 6%) (Source Datastrearm)

Warning to Shareholders

Many compantes have become aware that their shareholders have received unsalicited phone calls or correspondence
concerning investment matters These are typically from overseas based ‘brokers’ who target UK shareholders offering to
sell them what often turn out to be worthless or high risk shares in US or UK investments They can be very persistent
and extremely persuasive Shareholders are therefore advised to be very wary of any unsolicited advice, offers to buy
shares at a discount or offers of free company reports

Please note that 1t 1s very uniikely that either the Company or the Company’s Registrar, Computershare Investor Services
PLC, would make unsohated telephone calls to shareholders and that any such calls would relate only to offical
documentation already circulated to shareholders and never in respect of investment ‘advice’

If you are in any doubt about the veracity of an unsolicited phone call, please call either the Company Secretary or the
Registrar at the numbers provided on page 72
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Explanation of Share Buy-backs
The impact of the Company buying in its own shares
at a discount

Shareholders have 1n the past questioned the benefit of buying in shares for cancellation

Below 1s a hypothetical example of how buying in shares can improve the share price of an investment trust
Typically, this happens 1n two ways first, the buy-back, because it takes place at a discount, increases the NAV (net
asset value) per share whuch, all other things being equal, leads to a nse 1n the share pnce, and, secondly, because a
seller has been removed the discount may narrow, again leading to a nise 1n the share pnce

Take an investment trust (ABC) whose shares are prniced at 320p but which has a NAV per share of 400p There are
100 shares 1n the company

NAV per share of ABC Investment Trust  =400p

Price per share of ABC Investment Trust =320p

Discount of ABC Investment Trust =20%

Value of ABC Investment Trust assets 100 x 400p = £400

Market value of ABC Investment Trust 100 x 320p = £320

If the company then buys back 15 shares at 320p the following happens
Value of buy-back 15 x 320p =£48

As these shares are cancelled the value of the Company’s total assets falls
Value of Assets £400 - £48 = £352

But there are now only 85 shares 1n 1ssue so the NAV per share 15
£352 - 85 = 414p, a nse of 14p (3 5%)

If the discount remains at 20% then the share pnice will nse to 80% x 414p = 331p, an increase of 11p (3 4%). In

practice because a large seller has been removed, the discount may well fall Therefore, the share price may rise even

more, benefiting all the remaining shareholders who will retain exactly the same number of shares
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2012

Witan's marketing
programme aims to
stunulate (nterest in
the Trust's shares
and thereby
mprove hquidity,
enabling
James Frost, shareholders to buy
Marketing Director  and sell shares at a
price reflecting the
net asset growth performance of the
Trust Throughout the year we have
used a vanety of marketing
approaches to communicate with
private investors {(who nvest through
Witan Investment Services’ savings
schemes, online brokers and via the
main share register) as well as
professional investors such as
discretionary managers and pnvate
client brokers who invest on behalf of
their clients

Despite the gains posted by equities
in 2012, the aftermath of the volatile
conditions in 2011 led to reduced
demand for equity funds dunng the
year from private investors Figures
published by the Investment
Management Association reveal that
retail sales of equuity funds 1n 2012
were down 24% when compared
with retail sales 1n 2011 Given this
environment we were pleased to see
that demand for Witan’s shares via
our own savings schemes was
marginally up year-on-year, although
there was a reduction 1n account
numbers This followed a change to
the Jump Terms & Conditions which
raised account fees, 1n order to bring
the costs and revenues from
operating the savings schemes into
balance Demand for Witan from
private investors buying via online
brokers has remained strong, and 1n
the later stages of the year there was
increased demand from discrettonary
fund managers as markets performed
well, and Witan outperformed*

2013

After what felt like a longer build-up
than the Olympics, the Retail
Distnbution Review (“RDR”} came

PRI o oy ~ae
it effect on 31 December 2012

After many miles of column inches
devoted to the subject, the RDR
brought in changes to the
qualification requirements for
Finanaial Advisers as well as ending
product provider “trail” commissions
on future sales It 1s anticipated that
the removal of commussion will ‘level
the playing field’ between open-
ended funds whose managers were
previously able to pay commussions
to intermedhanes and closed-ended
mvestment companies which were
not permitted to make such
payments The RDR makes
conditions more tavourable for
private investors to choose freely
between investment trusts and other
funds which could lead to greater
demand for Witan’s shares

Who owns Witan? Witan 1s a fund
which 1s predominantly owned by
individual investors or people acting
on their behalf The charactenstics
which they have sought should also
be relevant to those financial adwvisers
who have not invested significantly in
Investment trusts before Witan offers
an actively-managed portfolio which
1s diversified by manager, geographic
region, business sector and at the
individual company level It has
increased 1ts dividend every year since
1974, a 38-year run* Share buy-backs
have also been regularly used to add
to the net asset value and help to
stabilise the discount, with the
objective of achieving a sustainable
discount of 10% or narrower Witan
has a simple capital structure and,
with a market capitalisation of £956m
at the end of 2012, 1t 1s one of the
more readily tradable investment
trusts on the UK stock market Witan
15 also the only wholly multi-managed
global investment trust Open ended
multi-manager funds have for many
years been popular with financial
adwvisers because this approach helps
smooth out the volatihty which can
be associated with a single manager
As well as the inherent benefits of
multi-manager, Witan also has a
competitive ongoing charges figure
{previously known as the Total

Expense Ratto) and unhke open-
ended funds it has the ability to gear
and to build up dividend reserves,
which can be used to sustain diidend
payments duning penods of falling
market dividends One should
remember that although gearing will
tend to enhance returns 1n a rising
market, because of the Trust’s
increased exposure to the market, by
the same token 1t will tend to 1ncrease
losses triggered by a falling market
Further details of our investment
policy are set out 1n the Business
Review on pages 7 to 17 of this report

In 2013 we will be focusing more of
our attention on helping to inform
financial advisers and their clients
about Witan, to enable them to
make a considered decision whether
to invest in our shares The
overcrowded nature of the financial
marketplace means that there 1s
little to be gained through engaging
1n expensive and for the most part
unwanted advertising What will set
Witan apart are the credentials
listed above, our Investment
performance* and a clearly defined
investment approach Qur strategy
1s therefore to engage with financial
advisers by providing regular,
informative and imaginative
website content about Witan and
our investment philosophy We
have already launched a dedicated
adviser centre on our website,
which went live 1n late December
2012, and we will be adding further
content throughout 2013

Another likely impact of the RDR 15
that the number of self-directed
investors making their own
investment decisions 1s likely to
increase This 1s a group that 1s
already familiar wath Witan, both
through our own savings schemes
(Witan Wisdom and Jump Savings)
and externally from investors buying
Witan via online stockbrokers and
execution-only plattorms We expect
interest from self-directed investors to
remain strong m 2013 Discretionary
managers and private client brokers,
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who 1nvest on behalf of their clients,
are also set to benefit from the RDR as
increasing numbers of financial
adwvisers are likely to outsource
investment management to them

2013 promuses to be a very mnteresting
year for the Financial Services
Industry, as 1t tries to meet 1nvestors’
need for real returns at a time when
the yields on traditionally “safe”
investments such as deposit accounts
and government bonds are less than
inflation RDR 1s likely to mean
increased interest i the Investment
Trust Sector, and for Witan this has
the potential to lead to increased
demand for the Trust’s shares

*Investors are reminded that the
value of investments and the
mcome from them may go down
as well as up and investors may
net get back the amount onginally
mvested For a breakdown of
Witan's performance please see
page 2 of thas report

How to Invest

There 1s a vanety of ways to invest 1n
Wrtan Investment Trust plc Naturally,
Witan’s shares can be traded through
any UK stockbroker Advisers who
wish to purchase Witan for their
client can also do so via a growing
number of platforms that offer
mnvestment trusts including Ascentric,
Alliance Trust Savings, Nucleus,
Raymond James, Seven IM and
Transact Witan 1s also available for
investment through the two savings
schemes managed by Witan
[nvestment Services — Witan Wisdom
and Jump Savings

Witan Wisdom
Witan Wisdom offers two different
savings wrappers

» The Witan Wisdom ISA 1s a stocks
and shares ISA that enables investors
to buy Witan shares within a tax
efficient wrapper Investors have an
annual ISA allowance of up to
£11,280 for the 2012/13 tax year,
nsing to £11,520 for the 2013/14 tax
vear The minimum lump sum

investment with Witan Wisdom ISA
15 £2,000, with the regular savings
mimmum being £100 per month
Investors can also transfer existing
[SAs to Witan Wisdom while
retaining their tax efficient wrapper
dunng and after transfer

* The Witan Wisdom Share Plan 1s
our straightforward, low-cost savings
scheme The minimum lump sum
investment 1s £500, and the
mmimum regular contribution 1s
£50 per month or quarter There 15
no maxunum Accounts can also be
held jointly, or designated to a chuld

Jump Savings for children

Jump gives parents, grandparents and
other adults the chance to invest in
Witan on behalf of a chuld This
flexible savings plan has a minimum
lump sum mvestment set at £250
and regular contnibutions can be
made from as little as £50 per month
or quarter Jump is available in three
different wrappers

Junior ISA - Is a tax efficient wrapper
available to children born before

1 September 2002, born on or after

3 January 2012, or those who did not
qualify for a Chuld Trust Fund The
account can only be opened by the
parent though others can add to it It
currently has an annual subscription
Lt of £3,600 for the 2012/13 tax
year, which will increase to £3,720
for the 2013/14 tax year You can
open a Jump fumor ISA with a lump
sum investment of just £250 or £50
per month or quarter

Jump Child Trust Fund - Like the
Jumor [SA, the Chuld Trust Fund
(CTF) 1s a tax efficient savings vehicle
with an annual limit of £3,600 each
year (measured by the child’s
birthday), which will increase to
£3,720 from 6 Apnl 2013 Each

child born 1n the UK from

1 September 2002 and up to and
including 2 January 2012 was eligible
for a CTF You can transfer existing
CTFs to Jump subject to a mimimum
transfer value of £1,000

Jump Savings Plan - Unlike the
Junior ISA or Child Trust Fund the
Jump Savings Plan 1s not tax efficient,
however 1t offers greater flexibility 1n
terms of the himits, access and
control of the investment, and can
also be opened by grandparents,
relatives and other family friends
You can open a Jump Savings Plan
with a lump sum investment of just
£250 or £50 per month or quarter

{n b With a flat rate £30 account fee
for Jump, the imual cost 15 hagh for
the munimum subscription but will
reduce as a percentage when the
account 1s added to )

Brochures and applications for all of
our products are available by calling
0800082 81 80 or online via
wwwwitan com If you would prefer
to wnite to request further
mnformation, the address details can
be found on page 72

Witan Investment Trust plc is an
equity investment. Investors are
reminded that past performance is
not a gude to future performance
and the value of mvestments and
the income from them may go
down as well as up and 1nvestors
may not get back the amount
originally mnvested Please note that
tax assumptions may change if the
law changes, and the value of tax
relief (if any) will depend upon
your individual circumstances
Investors should consult their own
tax advisers 1n order to understand
any applicable tax consequences,
Issued and approved by Witan
Investment Services Lumited. Witan
Investment Services Limited of 14
Queen Anne’s Gate, London SW1H
9AA 1s registered in England
number 5272533 Witan
Investment Services provides
investment products and services
and 1s authorised and regulated by
the Financial Services Authonty
‘We may record telephone calls for
our mutual protection and to
improve customer service.

n




Witan Investment Trust plc

Shareholder Information

Points of Contact

If you have any questions or need
more information concerning Witan,
you may contact us in the following
ways

Freephone
0800 082 8180

E-mail
wisdom@fdsgroup co uk

Post

For Witan Wisdom and Jump Savings
queries

Witan Wisdom

PO Box 10550

Chelmsford

CM99 2BA

Points of Reference

You can follow the progress of your
investment through the newspapers
Witan's share price appears daily in
the national press stock exchange
listings under ‘Investment Trusts’ or
‘Investment Companies’ and 1s also
mncluded on the Witan website
(www witan com)

The London Stock Exchange Daily
Official List (SEDOL) code 1s
0974406

Dividend

A second intennm dividend of 7 2p
per share has been declared, payable
on 28 March 2013 The record date
for the dividend was 1 March 2013
and the ex-dividend date for the
dividend was 27 February 2013 (see
pages 4 and 24)

Capital Gains Tax

The calculation of the tax on
chargeable gains will depend on your
personal circumstances If you are in
any doubt about your personal tax
position, you are recommended to
contact your professional adviser

Disability Act

Copues of this Annual Report and
other documents 1ssued by Witan
Investment Trust plc are available
from the Company Secretary If
needed, copies can be made available
in a vanety of formats, including
Braille, audio tape or larger type as
appropriate

You can contact our Registrar,
Computershare Investor Services
PLC, which has installed textphones
to allow speech and hearing impaired
people who have their own
telephone to contact them directly,
without the need for an intermediate
operator, by dialling 0870 702 0005
Speaially trained operators are
avallable during normal business
hours to answer quenes via this
service

Alternatively, 1if you prefer to go
through a ‘typetalk’ operator
{provided by The Royal National
Institute for Deaf People), you should
dial 18001 followed by the number
you wish to dial

Registered Office
14 Queen Anne’s Gate
London SW1H 9AA

Company Secretary
Frostrow Capital LLP

25 Southampton Buildings
London WC2A 1AL
Telephone 020 3008 4910

Registered Number

Registered as an investment
company in England and Wales,
Number 101625

Custodian and Investment
Administrator

BNP Paribas Securities Services
55 Moorgate

London ECZR 7PA

Registrar

Computershare Investor Services PLC
The Pavilions

Bridgwater Road

Bristol BS99 622

Telephone 0870 707 1408*

*Calls cost about 7 pence per runute from a BT
line, calls from other providers, or from mobile
phones, may cost more

Auditor

Deloitte LLP

2 New Street Squate
London EC4A 3BZ

Solicitors

Herbert Smith LLP
Exchange House
Primrose Street
London EC2A 2HS

Stockbroker

J P Morgan Cazenove
25 Bank Street
Canary Wharf
London E14 5JP

The Company 1s a member of

72




Annual Report 2012

Source RHS

Witan Investment Trust has enjoyed a fruatful relationship with the Royal Horticultural Society (‘RHS’) for more
than 14 years Over this fime Witan has helped the RHS to redevelop a number of new gardens at Wisley including
the Walled Garden West, the Herb Garden and most recently the Bowes-Lyon Rose Garden

Witan shareholders who hold their shares through Witan Wisdom or Jump Savings, or on the main register, are
ehgible to apply for a ticket that will allow free entry for two adults to any one of the four RHS gardens in the UK

If you would ke to request a ticket then please phone us on 0800 082 8180 or email us at wisdom@fdsgroup co uk




