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BlackRock Frontiers Investment Trust plc

Investment Objective

The Company’s investment objective is to achieve long term
capital growth from investment in companies listed or
operating in Frontier Markets (defined as any country which is
not in either the MSCI Emerging Markets Index or the MSCI
Developed Markets index).

Summary Investment Policy

The Company will seek to maximise total return by investing in
the securities of companies domiciled or listed in, or exercising
the predominant part of their economic activity in, Frontier
Markets.

aic

The Assexiarion of

Invesument Companies

A MEMBER OF THE ASSOCIATION OF
INVESTMENT COMPANIES

Details about the Company are avaiable on the BlackRock Investment Management (UK) Lrmited website at www blackrock co uk /brfi
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Performance Record

Financial Highlights

Attributable to ordinary shareholders

Assets

us g+

Net assets (000's)

Net asset value per share

Ordinary share price
{Discount}/premium to net asset value
MSCI Frontier Markets Index

MSC! Emerging Markets Index

MSC! World Developed Markets Index

Sterling £

Net assets (000's)

Net asset value per share

QOrdinary share price

{Discount) /premium to net asset value
MSC! Frontier Markets Index

MSC| Emerging Markets Index

MSCI World Developed Markets Index

30 September
2011

115,629
122 01c
116 Bdc

(4 2%)

74,226
78 32p
75 00p

(4 2%)

Launch
(17 December
2010)

143,652
151 5%¢
154 68¢

20%

§2,871
98 00p
100 00p
20%

Change

(19 5)
{19 5)
(24 5)

(15 6)
(19 3)
(10 6)

(201
(201)
{25 0)

{16 2)
(19 9)
(11 2)

All performance calgulations are gven on a total return basis, with net income reinmvested

Revenue

Net revenue after taxation (000's}
Revenue return per crdinary share
Jotal return per ordinary share
Dwidend per ordinary share

Total expense rabio including operating expenses and excluding taxation

Total expense ratio including operaiing expenses and taxation

Period from launch
(17 December 2010} to
30 September 2011

$3,323
3 5lc
(29 57c)
300c

1 3%
17%

* Based on an exchange rate of 1 5578 at 30 Septermber 2011 and 1 5468 &t 17 December 2010
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Chairman’s Statement

for the period from 15 October 2010 (date of incorporation} to 30 September 2011

| am pleased to present the first annual report to shareholders of the
BlackRock Fronters Investrnent Trust plc for the penod ended
30 September 2011

Overview

This was a challenging time for investors The Company’s net asset
value ["NAV™} over the penod from launch on 17 December 2010 to
30 September 2011 fell by 20 1%, compared with a falf of 16 2% in the
MSCI Frontier Markets Index (all calculations on a sterling basis wath
net income reinvested) The Company’s share price fell by 25%
Performance suffered from exposure to stocks which, despiie having
their operations based in Frontier Markets, were listed in Ceveloped
Markets and consequently were more affected by the cnsis in global
markets In the meantime, the Manager 15 focused on careful stock
selection In companies with attractive valuattons and good growth
prospects

Positive cantributions to performance came from overweight positions
in Qatar, Saudi Arabia and Croatia where markets remained resilient to
the globa! sell off The Company also benefited from avoiding exposure
to troubled markets such as Argentina, Bangladesh and Kenya The
Company’s ability to take short positions also contributed positively to
performance in the penod In particular, the Company benefited from
a short position in a Syrian oil exploration company (on the back of
the deterorating secunty situation in Syna) and an African iron are
company (following the announcement of worse than anticipated
results) In a global context, Frontier Markets have outperformed both
Emerging Markets and Developed Markets over the last six months,
and we are confident that over time, Frontier Markets will continue to
demonstrate low correlations with global markets, whilst offering
exposuze to the fastest growing markets and the highest yielding
stocks across the emerging markets universe

Since the penod end, the Company’s NAV has increased by 1 0% and

the share price has fallen by 3 0% (both on a sterling basis with net
inceme reinvested)

4 BlackRogk Frontiers Investment Trust ple

Directors

The Board were pleased to welcome Mr Sarmad Zok to the Board in
February 2011 and Mr John Murray in July 2011 Mr Zok 1s Chairman
and Chief Executie Officer of Kingdom Hotel Investments (KHI) (a
Dubal based company) and a Director of Kingdom Holding Company
{KHC) with responsibility for KHC's global hotel portfolio Mr Murray I1s
charrman and one of the founders of Ecofin Limited, a London based
investment firm which specialises in the global utlities, infrastructure,
renewable energy and energy sectors and he is also a director of a
number of other hsted compames Mr Murray was previously a
Director of Blackrock New Energy Investment Trust plc and held senior
corporate finance positions at Swiss Bank Corporauon in London and
at Morgan Stanley Group, Inc , in New York, London and Australia

Both Mr Zok and Mr Murray will serve as a members of the Company's
Audit and Management Engagement Committee

Revenue return and dividends

The Company’s revenue return per share for the period amounted to
3 51 cents The Directers are recommending a finat dvidend of

3 00 cents per share The dividend 1s payable on 24 February 2012 to
shareholders on the Company’s register on 27 January 2012

Share capital

At launch, on 17 December 2010, the Company issued 94,766,267
shares at £1 per share There were no further share allotments or any
share buybacks in the penod

Share rating and share buy backs

The Directors recognise the importance to investors of ensuring that
the Company's share price 1s as close to rts underlying NAV as
possible Accordingly, the Directors monitor the share rating closely
and will consider share repurchases  the market if the discount io
NAV widens significantly In addition, before the Company's fifth
annual general meeting the Board wil! provide Shareholders with an
opportunity te realise the value of their Ordinary Shares at Net Asset
Value per Share less costs For the period since launch to

30 September 2011, the Company’s shares have traded at an average
premium to NAV of 1 5%, and were trading at a discount of 8 1% ona
cum-income basis at the date of this report




The Directors have the authonty to buy back up to 14 $9% of the
Company's 1ssued share capital This authority, which has not so far
been utilised, expires on the conclusion of the 2012 AGM, when a
resolution will be put to shareholders to renew it

It 1s pleasing to note that the Company was promoted to the FTSE
Al-Share index with effect from 17 June 2011 which has helped to
enhance iquidity and generate demand for the Company’s shares and
to maintain the share price at close to NAV

Qutlock

Economic data continues to weaken in continental Europe, and
forecasts for corporate earnings growth have been reduced but still in
many cases fall to refiect the extent of the global slowdown The ability
of governments In developed markets to stimulate their economies I1s
severely constrained However, Frontier Markets are generally in a
much better position, with stronger growth and lower levels of dekt,
we expect therefore the impact of the worsening globa! economic
crisis 15 likely to be less than n the developea world

Frontier Markets also offer sirong relative attractions The companies
In which we Invest are less dependent on developed world growth, are
generally faster growng and trade on lower valuations than their
counterparts in the developed world Frontier Markets also offer
attractive diversification given therr lower correlation to developed
equity markets, which have in recent years become much more highly
correlated with each other We believe that the sector represents an
attractive opportunity for investors within the broader emerging
markets universe

Audley Twiston-Davies
2 December 2011
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Investment Manager’s Report

Markets

The penod since launch has been a turbulent penod for global equity
markets, with Frontier Markets falling 17% over the calendar year to
date The first three manths of the year were characterised by
upnsings across the Middle East In Tunisia, initially small
demonstrations against the government escalated to sufficient scale
to topple the Ben-All regime This encouraged others across the region
to mobilise n an attempt to remove their un—elected leaders The
outcome of these movements varied hugely by country In those
countries which lacked social cohesion and where governments had
done least to tackle the concerns of the local population, such as
Egypt and Tunisia, regime change was seen However, in Saud Arabia
and Qatar, the combination of increased government spending and the
perception of greater political legitimacy ensured that the pelucal
status quo was maintained

Over the last six months Frontier Markets have significantly
cutperformed both Emerging Markets and Developed Markets falling
12% versus Emerging Markets down 23% and Developed Markets down
16% Globally, opportunities for diversification have dechined and
cerrelations have increased, as in 2008, with global equities, debt, oil,
copper and nflation nsing and faling together Against this
background Frontier Markets have continued io demonstrate a lower
correlation with glebal markets, whilst offering exposure to the faster
growing markets and the higher yielding stocks across the emerging
markets universe

Qatar was the best performing market over this period, returning 3 5%
Data released bty the IMF in September showed that Qatar overtook
Luxembeourg as the world’s nchest nation with GDP per capital nsing
to US$81k 1in 2010 and projected to nse to US$112k by 2016 As the
world's largest exporter of hquefied natural gas, Qatar 1s in the
enviable position of generating both a budget and current account
surplus The government i1s investing these reserves in diversifying the
economy away from the energy sector and mvesting in much needed
local infrastructure upgrades

Some of the weakest performers over the period were Argentina,
Kenya and Bangladesh, falling 39%, 37% and 32% respectively The
Company’s portfolic had no exposure to any of these markets In
Argenting, markets fell following the election success of Cristina
Fernandez de Kirchner The re-election of de Kirchner reduces the
prospect of much needed economic reforms Weakening soft
commadity prices applied further pressure to the Argentinian
econcmy Kenya’s central bank has remained behind the curve in
tackling the country’s high inflation level and as a result the Kenyan
Shihng has depreciated 24% this year Since the end of September,
Interest rates have been hiked 4%, indicating a change in policy
although significant headwinds remain Given the severe declines seen
In these markets, some attractively pnced stocks are beginning to
appear We anticipate that exposure to these markets will increase as
we move Into 20i2

6 BlackRock Fronuers Investment Trust ple

Performance

Since inception to 30 Septernber 2011, the Company’s NAV has fallen
by 20 1% on a sterling basis (19 5% on a US dollar basis),
underperforming the MSCI Frontrer Markets Index by 3 9% on both a
sterhng basis and on a US dollar basis Year to date the NAV of the
Company has fallen by 19 7% on a sterling basis (20 1% on a US dollar
basis). underperforming the Frontter Markets Index by 3 0%

The BiackRock Frontier Markets Team has extenswe experience
investing in derivative products and has used this expertise to good
effect to gain exposure to a wide range of securities and markets that
would otherwise be difficult or impossible for investors to access We
have also taken short positions in the period which has enabled the
Company to prefit from negative as well as positive views on individual
stocks The Company may only hold up to 20% of 1ts gross assets in
dervative instruments for the purposes of geanng (although it may
hold up to 100% of the portfelic in these snstruments for the purposes
of gaiming market exposure) and may short up to a limit of 10% of
gross assets As at 30 September 2011, 28 5% of the Company’s
market exposure was achieved through long CFD positions, 7 4%
through short CFD positions, 10 6% through investrnent In promissory
notes and &1 1% of the Company's gross assets were directly invested
in equities, giving gross exposure of 107 6% and net exposure of
approximately 93%

The composition of the Company’s portfelio reflects our convictions
and may therefore bear little resemblance to the weighting or
constituents of the MSCI Frontier Markets Index In particular, the
Index has a significant weighting towards Kuwaiti financial companies
{in excess of 29% at 30 September 2011) These companies have
Iimited long term attractiveness in our view, however they tend to be
less sensitive 1o global market moves and consequently have been
insulated from market volatility over the |ast few months This
contrnibuted to the Company's underperformance of the benchmark in
the last quarter of the financial year, but in our view this situation will
reverse as markets recover We will rernain focused on identifying
Frontier Market stocks with strong growth potential and compelling
valuations regardless of the index composition

Whilst the majonty of asset allccation decisions taken across the
period have benefited the Company, it suffered from toc great an
exposure to European markets going into the second half of the year
Particularly posttions in Ukraine hurt performance as markets became
increasingly concerned that the government would have to allow the
Hryvna to depreciate from current levels




The Company performance was hurt by positions in stocks which
despite having their operations based in Frontier Markets are listed in
developed markets These stocks have a higher correlation to
developments in global markets than a typical frontier stock as a result
of their wider investor base The largest stock detractor from
performance was the US listed television company, Central European
Media, which 1s the leading broadcaster across South East Europe
The stock sold off as investors reduced exposure on increasing sk
aversion to Europe We remain convinced that the stock has value at
these levels as ewidenced by Time Warner, the largest shareholder,
having bought shares at significantly higher levels in the past Since
the end of September, the stock has bounced more than 30% from
these oversold levels validating cur decision to continue to hold the
posItion

Other disappointing stocks Included two firancials stocks Nova
Kreditna Bank in Slovemia and Halyk Bank in Kazzkhstan Nova
Kreditna appeared a goed value purchase when the fund was initially
launched, trading on 0 8x book value with the Slovenian economy
showing signs of recovery We accept in hindsight that we had
underestimated the extent of contagion from the problems in Europe
and could have entered this position at a better price given that the
stock 1s now trading on O 3x book value Halyk Bank has suffered from
a slower than expected recovery in the Kazakhstan banking sector as
the much talked about restructurmg of problem loans across the
sector has falled to come to fruition We contimue to believe that this
company is the best positioned within the banking sector and will take
market share as the economy continues to recover

Vietnam saw a substantial negative return faling 21% as inflation rose
to 23% in August and the Vietnamese Central Bank was forced to
implement measures to cool the economy Despite having taken some
actiens, we remain concerned that these have been insufficient and
there I1s mounting pressure for currency depreciation As a result we
continue to run profitable shert positions in this market

Stocks that contributed positively to performance included Saud
retailer, Al Othaim, which has nsen by approximately 30% since the
imtial purchase date as it continues to roll cut stores ;ito an
underpenetrated market and take share from the informal retal
market Holdings in Panamanian arrling, Copa, benefited the Company
as It consistently reported strong traffic figures leading 1o resuits
which were above analyst expectations

The Company benefited from a number of short positions These
included a position in a Synan il exploration company which fell more
than 50% as the secunty situation deteriorated in Syria driving the EU
to increase sanctions We also had a short position in an Afnican iron
ore company which anncunced results showing that its funding
position was weaker than investors had expected

Annua! Report and Financial Statements 30 September 2011

The Company remains overweight In Nigeria where we find stocks that
are seeing strong earnings growth and have compelling valuations, we
hold banks that are trading on forward Price /Earnings ratios of 7-8x
The portfolio 13 also overweight Kazakhstan where energy and
matenals stocks trade on a significant discount to global peers while
Ukraiman companies demonstrate strong growth but still trade on

7X earnings

In Saudr Arabia, we are confident that the political status quo will be
maintained and that this stability will allow the current trends of
increased consumer spending and mobilisation of infrastructure
projects to continue in this context current valuations remain
compelling

Outlook

Recent econemic data have been mixed in the US but continued to
weaken in continental Europe Meanwhile forecasts for corporate
earnings growth have been reduced but still fail to reflect the extent of
the global slowdown As menticned previously, the abifity of
governments in developed markets to stimulate their economies Is
severely constrained while those in Frentier Markets are in a much
better position with stronger growth and lower levels of debt

While Frontier Markets wil not be immune to any slowdown, the extent
15 likely to be less than in developed markets Sovereign debt levels
are lower than in developed markets while the banking sector has
strong capital ratios and hitle or no exposure to penpheral European
debt Frontier Markets offer strong relative attractions compared to
other equity markets The companies we invest in are generally faster
growing, trade on lower valuaticns and have higher dividend yelds
Frontier Markets also offer diversification benefits given their
significantly lower correlations with developed equry markets which
have become highly correlated with each other

Sam Vecht
BlackRock Investment Management (UK} Limited
2 December 2011



Ten Largest Investments*®
30 September 2011

Qatar Electricity & Water (Qatar, Utihities, 5 3%, www gewc com)
manages power generation and water desalination plants across Qatar
It started production in 1999 from a single plant and has grown to
operate 10 plants The company continues te expand capacity which
will reach 5,249MW this year, an increase of 18% from 2010 levels

Kazmunaigas Exploration Production (Kazakhstan, Energy, 5 1%,
www kmgep kz) 1s the secend largest Kazakh oii producing company
with a proved oil reserve of 1,707 millien barrels which gives the
company an estimated reserve life of 26 years

Zenith Bank (Nigeria, Financials, 4 9%, www zenithbank com) 1s
Nigeria's second largest bank with 350 branches in Nigena accounting
for over 10% of the country’s banking assets Zenith offers a fuli range
of retal and corporate banking services and has subsidiaries in Ghana,
The Gambia and Sierra Lecne

Hrvatski Telekomunikacye {Croatia, Telecommunications, 4 5%,
www t ht hr) 15 the leading telecommunication operator in Croatia
providing voice and data services through a range of wireless, fixed
and broadband technologies

Abduliah Al Othaim Markets (Saud: Arabia, Consumer Staples, 4 3%,
www othaimmarkets com/en) Al Othaim outlets range between
hypermarkets, supermarkets, wholesale outlets and corners These
outlets are located across the Kingdom In 2011, the total branches
numbered 7 Hypermarkets, 63 Supermarkets, 8 Wholesale outlets and
24 smalier stores

*  As a % of total market exposure
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Commercial Bank of Qatar (Qatar, Financials, 4 2%, www cbg com qa)
offers a full range of corporate, retail, Islamic, and investment banking
services as well as owning and operating exclusive Diners Club
franchises in Qatar and Oman The Bank’s countrywide network
includes 34 full service branches and 148 ATMs

Qatar Navigation {Qatar, Industnals, 4 0%, www qatarnav com)
cperates In Qatar’s transport, shipping and logistics sectors The
company’s key businesses include offshore all and gas support
services, port services, marine transport and industnal eguipment
Qatar Navigation also owns 25% of Qatar Gas Transport, the largest
LNG vessel owner in the world

MHP {Ukraine, Consumer Staples, 3 4%, www mhp com ua)} is
Ukraines largest poultry company accounting for mere than 40% of
chicken commercially reared in the country MHP 1s vertically
Integrated, producing 1ts own grain

Copa Holdings (Panama, Industrials, 3 4%, www copaair com) is a
leading Latin American provider of passenger and cargo services
operating from its hub in Panama City, Panama Copa currently offers
144 dally scheduted flights to 45 destinations in 24 countnes in North,
Central and South Amenca and the Caribbean

Saud) Arabian Amiantit (Saudi Arabia, Industrials, 3 3%,
http //www amiantit com/)1s the largest local manufacturer of water
pipes in Saudi, servicing both mumeipal and industrial projects




Investments
as at 30 September 2011

Fair value Market
and market exposure
exposure* asa% of
Company Principal country of operation Sector $'000 gross assets
Equity portfolio
Bank Muscat Oman Financials 1,591 14
Central European Media Romania Consumer Discretionary 1,935 17
Commercsal Bank of Qatar Qatar Financials 4,831 412
Copa Holdings Panama Industrials 3,965 34
DNO international Iraq Energy 2,308 20
Doha Bank Qatar Financials 1,221 11
Dragon-Ukraimian Properties Ukraine Financials 1,723 15
Eurasian Natural Resources Kazakhstan Materials 2,475 21
Firestone Diamonds Botswana Materials 1,302 11
Galfar Engineenng & Contracts Oman Industrials 1,273 i
Gulf Keystone Petroleurn Iraq Energy 2,256 20
Halyk Savings Bank Kazakhstan Financiats 3,794 33
Hrvatsk: Telekormnunikacie Croatia Telecommumcations 5,693 49
Industres of Qatar Qatar Industrials 2,07 17
JKX On & Gas Ukraine Energy 1,884 16
Kazmunaigas Exploration Production Kazakhstan Energy 5,868 51
Kernel Holdings Ukraine Consumer Staples 2,489 22
Kuwait Foods {Americana) Kuwait Consumer Discrefionary 3,366 29
MHP Ukraine Consumer Staples 3,984 34
Natonal Mobile Telecommunications Qatar Telecomrmurications 3,597 31
Qatar Electnoity & Water Qatar Uubines 6,098 53
Qatar Navigat:on Qatar tndustnals 4,588 40
Shikun & Binui Pan Africa Industnals 2,319 20
Equity investments 70,577 &11
Investment in BlackRock Cash Fund 8,900 77
Total Equity Investments 79,477 68 8
P-Notes
Al Mouwasat Medical Serv P-Note 09/10/12 Saud) Arabia Industrials 3,471 30
Abdutlah Al Othaim Mrkis P-Note 24 /08/11 Saud) Arabia Health Care 671 06
Abdutlah Al Othaim Mrkis P-Note 13/08/14 Saudi Arabia Health Care 4,322 37
Saudi Arabian Amiantit P-Nate 03/09/12 Saudi Arabia Consumer Staples 3,846 33
Total P-Notes 12,310 106
Total investments excluding CFDs 91,787 794

Annual Report and Financial Statements 30 Septermber 2011




Investments contnued
as at 30 September 2011

Market
exposure
Fair Market asa % of
value* exposure* gross
GCompany Principal country of operation Sector $°000 $'000 assets***
CFD Portfolio
Leng positions
Nova Kreditna Banka Maribor Sloveria Financials 1,920 17
Air Arabla United Araby Emirates Industrials 3,487 30
Arab Bank Jordan Financials 1,217 IR
Arab Potash Jordan Materials 461 04
Arab Technicat Con United Arab Emirates Industnals 2,204 19
Lucky Cement Pakistan Matenals 1,856 16
MCB Bank Pakistan Financials 495 04
Ecobank Transnational Nigena Financials 2,807 24
First Bank of Nigena Nigena Financiais 3,769 33
First Guif Bank United Arab Emirates Financials 2,407 21
Guingss Nigena Nigena Consumer Staples 2,253 19
Jordan Phosphate Mines lordan Materials 2,373 21
SIF 2 Moldova Romania Financials 46 00
Unilever Migeria Nigeria Consumer Staples 1,962 17
Zenith Bank Nigeria Financials 5721 49
Total long CFD positions (8,908) 32,978 285
Total short CFD positions 218 (8,563) (74)
Total CFD portfolo (8,687) 24,415 211
Credrt Default Swap Bulganan Government Debt 20/09 /2016 650 650 06
Equity investments and P-Notes 91,787 91,787 79 4
Total imvestments mcluding CFDs 83,750 116,852 1011
Cash and cash equivalents representing the difference between the cost of direct
imvestment and the ¢ost of investing via a CFD contract 33,102
Total including equity investments and P-Notes 116,852
Net current hiabilities (1,223) {1,223) (11)
Total assets 115,629 115,629 1000

*

*x

Farr velue 15 determined as follows

- Listed and AIM quoted investments are valued at bid prices where available, otherwise at published price quotations

— The sum of the fair value column for the CFD gontracts totalling negative US$8,687,000 represents the far valuation of afl the CFD contracts, which is
determined based on the difference between the purchase price and the value of the undertying shares v the contract {in effect the unrealised
gains/(losses) on the exposed positions) The cost of purchasing the securities held through long CFD positions directly in the market would have
amounted to US$41,883,000 at the time of purchase, and subsequent market falls in prices have resulted in unrealised losses on the CFD coniracts of
US$8,905,000, resulting n the vaiue of the total market exposure to the underlying securiiies falling to US$32,978,000 as at 30 September 2011 The
cost of acquinng the securities to which exposure was gained via the short GFD positions would have been US$8,751,000 at the time of entering into
the contract, and subsequent price falls have resulted n unrealsed profits on the short CFD positions of US$218,000 and the value of the market
exposure of these investments decreasing to US$8,563,000 at 30 September 2011 If the short pos:tions had been closed on 30 September 2011 this
would have resulted in a profit of US$218,000 for the Company

- The Credit Default Swap s valued based on daily broker prices

- P-Notes are valued based on the quoted bid price of the underlying equity security to which they relate

Market exposure In the case of equity and P-Note investments 15 the same as Fair Value In the case of CFDs it 1s the market value of the underlying

shares to which the portfolio 1s exposed via the contract

*+* ¥ based on the total market exposure
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Directors

Audley Twiston-Davies (Chairman) (date of appontment

23 November 2010} 1s currently non-executive chairman of TR
European Growth Trust ple, Kastmir Russian Growth Fund and a
non-executive director of Aberdeen New India Investment Trust ple
He was formerly Chairman of Taylor Young Investment Management
Limited and also the Chief Executive Officer of Foreign & Coloniat
Emerging Markets Limited

John Murray (date of appointment 12 July 20t1) 1s chairman and one
of the founders of Ecofin Limited, a London based investment firm
which specialises in the global utilities, infrastructure, renewable
energy and energy sectors He s also a director of Ecofin Water &
Power Opportunities ple, a quoted investment trust, Ecofin Global
Utiities Hedge Fund Limited, Ecofin Special Situangns Utiities Fund
Limited, Ecofin China Power & Infrastructure Fund Limited and
chairman of EFMI Funds plc Mr Murray 15 a former non-executive
director of BlackRock New Energy Investment Trust plc and has held
senior corporate finance positions at Swiss Bank Corporation in
London and at Morgan Stanley Group, Inc, 1n New York, London and
Austraha

Nick Pitts-Tucker (date of appointment 23 November 2010} 1s
currently acting in a number of non-executive roles, including
container shipping company Seaspan Corporaticn, Health Impact
Partners and Riders for Health He 15 also a Council Member for the
Royal Society for Astan Affairs and a Fellow of the Royal Asiatic
Society These follow a 36 year career in Emerging Markets with
Japanese, British and American banks, arranging corporate and project
finance loans for borrowers in those markets

Lynn Ruddick {Chatrman of the Audit & Management
Engagement Committee) (date of appointment 23 Novenber 2010)
15 a Fellow of the Chartered Association of Certified Accountants and
a member of the Securities Institute She 1s non-executive chairman of
Fidelty Specia) Values plc and British Assets Trust plc, and a non-
executive director and chairman of the audit committee of Standard
Life UK Smaller Companies Trust ple, 8 member of the Investment
Committee of the Pearson Group Pension Plan and a trustee of the
Scorttsh & Newcastle Pension Plan She 1s also a member of the
Investment Committee of Western Provident Association and chairman
of their Pension Fund Trustee Board She worked for many years as an
Investment manager in both Edmburgh and London and 1s a former
chairman of the Investment Committee of the National Association of
Pension Funds Before retinng from Merrill Lyngh Investment Managers
tn 2004 she headed therr mvestment trust business unit

Sarmad Zok (date of appointment 8 February 2011} 1s chairman and
chief executive officer of Kingdom Hotel Investments He s a Board
Director of Kingdom Holding Company ("KHC™) and a member of the
company's Investment Committee where he 15 responsible for KHC’s
global hotet portfolio Mr Zok 1s also a Director of Four Seasons
Hotels & Resorts, Fairmont Raffles Hotels and Movenpick Hotels and
Resorts AG Previcusly, Mr Zok headed Ferte PLC's development effort
in emerging markets and worked at HVS International, a leading hotel
consulting and valuation firm, covenng European markets Prior to this
he gamed operational experience with Hilton International

All the Directors are independent of the tnvestment Manager and are members of the Audit & Management Engagement Committee
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Directors’ Report

The Directors present the first annual report and financial statements
of the Company for the penod from the date of incorporation on
15 October 2010 to 30 September 2011

Business Review

Incorporation and admission

The Company was incorporated on 15 October 2010 and 1ts ordinary
shares of US$0 01 each ("Ordinary Shares™} were admitted to trading
on the London Stock Exchange and admitted to listing on the premium
segment of the Official List of the UKLA on 17 December 2010
{"Admission”)

Principal activity
The Company carries on business as an investment trusi Its principal
actmvity 1s portfolio investment

Status of the Company

In the opimion of the Directors, the Coempany has conducted its affas
during the pericd under review, and subsequently, 50 as to qualify as
an mwvestment trust for the purposes of Chapter 4 of Part 24 of the
Corporation Tax Act 2010 1t is the Company’s intention to seek
approval of investment trust status from HMRC under Chapter 4 of
Part 24 of the Corporation Tax Act 2010

The Company 1s registered as an investment company as defined in
section 833 of the Companies Act 2006 and operates as such The
Company 1s not a close company within the meaning of the provisions
of the Corporation Tax Act 2010 and, as the Directors are non-
executive, has ne employees

The Ordinary Shares are eligible for inclusion in the stocks and shares
component of an Indvidual Sawngs Account

Continuation of the Company

Before the Company's fifth annual general meeting the Board will
formulate and submut to Shareholders proposals (which may constitute
a tender offer or other method of distribution) to provide Sharehciders
an opportunity to realise the value of their Crdinary Shares at the
applicable Net Asset Value per Share less costs [ this snitial return of
capiial 15 not undertaken in conjunction with the hquidation of the
Comgpany, the Directors intend to offer Shareholders further
opportunities to realse the value of therr Ordinary Shares, at the
applicable Net Asset Value (*NAV”) per Share |ess costs, at five yearly
ntervals

Investment policy and objective

The Company’s investment objective 15 to achieve long term capital
growth from investment in companies operating in Frontier Markets or
whose stocks are Iisted on the stock markets of such countries To
achieve this objective, the Company will invest globally in the
securities of comparmes dormiciled or listed in, or exercising the
predomnant part of their economic activity In, Frontier Markets
Investment may also be made in the secunties of compantes domiciled
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or listed 1n, or exercising the predominant part of their economic
actvity in, more developed markets with significant business
operations in Frontier Markets A Frontier Market 1s a country which,
at the ume of any relevani investment, 1s not a constituent of the
MSCI Emerging Markets Index or the MSCI Developed Markets Index
The Company will exit any investment relating to a Frontier Market as
soon as reasonably practicable foliowing that Frontier Market
becoming a constituent of the Emerging Markets Index or the
Developed Markets Index

In order to achieve the Company’s investment objective, the Manager
selects stocks by fundamental analysis of countries, sectors and
companies, looking for long term appreciation from rmspriced value or
growth The Manager employs both & top-down and bottom-up
approach to investing Risk 1s spread through investing in a number of
holdings and 1t I1s expected that the Company will have 35 to &5
holdings

Where possible, investment will generally be made directly in the stock
markets of Frontier Markets Where the Manager determines
appropriate, nvestment may be made in Frontier Markets through
collective investment schemes, although such mvestment 1s not Iikely
to be substantial Investment in other closed-ended tnvestment funds
adrmitted to the Official List will not exceed more than ten per cent, in
aggregate, of the value of the Gross Assets (calculated at the time of
any relevant wnvestment})

Due to regulatory requirements, excessive operational risk, prohibitive
costs and the time penod involved in establishing trading and custody
accounts in certain of the Company’s target Frontier Markets, the
Company may be unable to invest in certain of 1is target Frontier
Markets In such circumstances, the Company intends to gam
economi¢ exposure to such target Frontier Markets by investing
indirectly through dervatives {including contracts for difference) and
structured fnancial instruments, for example Promissory Notes Save
as provided below, there 1s no restriction on the Company investing in
these mstruments in such circumstances

If the Company nvests in derivatives and structured financial
instruments for investment purposes (other than to gain access to a
target Frontier Market as described above) or for efficient portfolio
management purposes it shall only hold up to, 1 aggregate, 20 per
cent of its Gross Assets in these instruments for such purposes The
Company may take both long and short positions and may short up to
a hmit of 10 per cent of Gross Assets For shorting purposes the
Company may use indices or indwidual stocks




The maximum exposure the Company may have to dernvatives and
structured financial instruments for investment purposes and efficient
portfolio management purpases, m aggregate, shall be 100 per cent
of the Company's portfolio The Company may use borrowings and
enter inta derivative transactions that have the effect of gearing the
Company’s portfolio to enhance performance The aggregate gearing
oi the Company 15 currently not anticipated to exceed 20 per cent of
Gross Assets

Portfolio analysis
A detailed analysis of the Company’s portfolio has been provided on
pages 11 and 12

Performance

In the penod from the launch of the Company on 17 December 2010
te 30 September 2011, the Company’s NAV fell by 20 1% compared
with a fall in the MSCI Frontier Markets Index of 16 2% The Ordinary
Share price fell by 25% (all on a total return steiling basis)

The Investment Manager’s Report on pages 6 and 7 includes a review
of the main developmenits during the period, together with information
on investment activity within the Company’s portfolio

Results and dvidends

The results for the Company are set out in the Statement of
Comprehensive Income on page 31 The total return for the penod,
after taxation, was a negative US$28,023,000 of which the revenue
return amounted to LUS$3,323,000 and the capital return amounted to
a negative US$31,346,000

The Directors recommend the payment of a final dividend of

3 00 cents per Ordinary Share in respect of the period ended

30 September 2011 The dividend wili be paid on 24 February 2012 to
Shareholders on the register of memnbers at close of business on

27 lanuary 2012 The cost of the dwvidend amounts to U5$2,843,000

Key performance indicators

The Directors constder a number of performance measures to assess
the Company’s success in achieving its objectives The key
performance indicators (“KPIs”) used to measure the progress and
performance of the Company over time and which are cornparable to
those reported by other investment trusts are set out below

£ uss
Net Asset Value' -201% -19 5%
Ordinary Share price? -250% -24 5%
Benchmark Index -16 2% -15 6%
Discount to cum mcome NAY 47%
Total Expense Ratio {including operating
expenses and excluding tax) 1 3%
Total Expense Ratio {including operating
expenses and tax) 1 7%

1 Calewated in accordance with AIC Guidelines
2 Caleulated on & mid to mid basis
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The Board also regularly reviews a number of indices and ratios to
understand the impact on the Company’s relative performance of the
various compenents such as asset allocation and stock selection The
Board also reviews the performance of the Company against a peer
group of Frontier Markets open and ¢losed-ended funds

Principal nsks

The key risks faced by the Company are set out below The Board
regularly reviews and agrees policies for managing each risk, as
summansed below

Performance risk - The Board 15 responsible for deciding the
investment policy to fulfil the Company's objectives and for menitoring
the performance of the Company’s investment manager (“lnvestment
Manager”) and the strategy adopted An inappropriate policy or
strategy may lead to poor performance, dissatisfied Sharehclders and
a widening discount The Company’s investment policy permits the use
of both exchange-traded and over-the-counter dervatives (including
contracts for difference} To manage these nisks the Board regularly
reviews the Company’s investment mandate and long term strategy,
and has put in place appropriate imits over levels of gearing and the
use of dervatives Levels of portfolio exposure through denvatives,
including the extent to which the portfolio 1s geared in this manner and
the value of any short positions, are reported regularly to the Board
and monitored The Board also reviews the controls put in place by the
Investment Manager to monitor and to minimise counterparty
exposure, which include intra-day monitoring of exposures to ensure
these are within set imits The Investment Manager provides an
explanation of significant stock selection decisions, the rationale for
the composition of the investment portfolio and movements in the
level of gearing The Board monitors the maintenance of an adequate
spread of investments in order to mimimise the risks asscciated with
particular countnies or factors specific to particular sectors, based

on the diversification requirements inherent in the Company’s
Investment policy

Income /dwvidend nisk - The amount of dividends and future dwidend
growth will depend on the Company’s underlying portfolio Any change
in the tax treatment of the dvidends or interest receved by the
Company {including as a result of withholding taxes or exchange
controls imposed by junsdictions in which the Company invests) may
reduce the level of dividends received by shareholders The Board
monitors this risk through the receipt of detailed income forecasts and
considers the level of income at each meeting
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Regulatory nsk ~ The Company operates as an mvestment trust in
accordance with Chapter 4 of Part 24 of the Corporation Tax Act
2010 As such, the Company 1s exempt from capital gains tax on the
profits realised from the sale of its investments The Investment
Manager monitors nvestment movements, the level and type of
forecast mncome and expenditure and the amount of proposed
dvidends, (F any, to ensure that the provisions of Chapter 4 of Part 24
of the Corporation Tax Act 2010 are not breached and the results are
reported to the Board at each meeting The Board and the Investment
Manager also monitor changes in government policy and legislation
which may have an impact on the Company

Operaticnal nsk - In commaon with most other tnvestment trust
companies, the Company has no employees The Company therefore
relies upon the services provided by third parties and 1 dependent on
the control systems of the Investment Manager and the Company’s
other service providers The security, for example, of the Company’s
assets, dealing procedures, accounting records and mawmntenance of
regulatory and legal requirements, depend cn the effective operation
of these systems These have been regularly tested and monitcred and
an internal controls report, which includes an assessment of risks
together with procedures to mitigate such risks, 1s prepared by the
Investment Manager and reviewed by the Audit Committee at least
twice a year The |avestrent Manager and the custodian Bank of New
York Mellor (international) Limited {"BNYMT) also produce a reguiar
SAS 70 report which 1s reviewed by their reporting accountants and
glves assurance regarding the effective operation of controls The
Board also considers succession arrangements for key employees of
the Investment Manager and the business continuity arrangements for
the Company’s key service providers

Market risk - Market risk arises from volatlity in the prices of the
Company’s Investments It represents the potentia! loss the Company
might suffer through realising investments in the face of negative
market movements Frontier and Emerging markets tend to be more
volatile than the mare established markets and therefore present a
higher degree of nsk In addition the securities markets of Frontier
Markets are not as large as the more established secunties markets
and have substantially less trading volume, which may result in a lack
of hquighty and higher price volatiity There are a limited number of
attractrve investment opportunities in Frontier Markets and this may
lead to delay in investment and may increase the pnce at which such
Investments may be made and reduce potentia!l Investment returns for
the Company As a consequence of this and ather market factors the
Company may invest 1 a concentrated portfolio of shares and this
focus may result in igher nsk when compared to a perifoho thai has
spread or diversified mvestments more broadly

Corruption also remarns a significant 1ssue across Frontier Markets
and the effects of corruption could have a material adverse effect on
the Company’s performance Accounting, auditing and financial
reporting standards and practices and disclosure reguirements
apphcable to many companies in developing countries are less
ngorous As a result there may be fess information available publicly to

16 BlackRock Fronters Investment Trust plc

investors in such secunties Such informateion which 1s available 1s
often less reliable

The Company also gains expasure to Frontier Markets by investing
indirectly through Promissory Notes (“P-Notes”™) which presents
additional risk to the Company as the use of P-Notes 1s
uncoltateralised resulting in the Company being subject to full
counterparty nsk via the P-Note 1ssuer P-Notes also present quidity
1ssues as the Company, being a captive chent of a P-Note 1ssuer, may
only be able to realise its investment through the P-Note 1ssuer and
this may have a negative smpact on the liquidity of the P-Notes which
does not correlate to the iquidity of the underlying security The Board
considers asset allocation, stock sefection and levels of gearing on &
regular basis and has set investment restnictions and guidelines which
are monitored and reported on by the Investment Manager The Board
monitors the implementation and results of the investment process
with the Investment Manager

Financial nsks - The Company's investment activities expose it to a
vaniety of financial risks which include foreign currency risk and
interest rate nsk Further detar's are disclosed in note 16, together
with a summary of the policies for managing these risks

Future prospects

The Board’s main focus ts the achievement of capital growth and the
future of the Company 1s dependent upon the success of the
Investment strategy The outlook for the Company 1s discussed in both
the Chairman’s Statement on page 5 and in the Investment Manager's
Report on page 7

Social and community 15sues

As an investment trust, the Company has no direct social or
community responsibilities However, the Company believes that it

15 1n shareholders® interesis to consider environmental, social and
governance factors when selecting and retaining investmenis Details
of the Company’s policy on socially responsible investment are set out
on page 27

Investment management and administratien

BlackRock Investment Management (UK) Limited {“BlackRock™) was
appointed as investment manager, admiustrator and company
secretary on 29 November 2010 BlackRock provides management
and adminustration services to the Company under a contract which 1s
terminable by either party on giving not less than six months’ written
notice BlackRock receives an annual management fee of 1 1% of the
Company’s gross asset value plus a performance fee equal to 10% of
any increase in the NAV at the end of a performance period over and
above what would have been achieved had the cumulative NAV since
Admission increased in line wath the MSCI Fronuer Markets Index (Al
calculations to include net income renvested on a USE basis ) The
performance fee payable in any year s capped at 2 5% or 1% of the
gross assets of the Company if there 1s an increase or decrease in the
NAV per Share at the end of the relevant performance period
respectively Any capped excess outperformance for a performance




period may be carried forward to the next two performance perods,
subject to the then applicable annual cap The performance fee 15 also
subject to a high watermark such that any performance fee payable Is
only payable to the extent that the cumulative relative outperformance
of the NAV is greater than what would have been achieved had the
NAV increased m line with the MSCI Frontier Markets !ndex {US$ total
return basis) since the tast date n relation to which a performance fee
had previcusly been paid

BlackRock also acts as the secretary of the Company 8lackRock 1s a
subsidiary of BlackRock, Inc which 1s a publicly traded corporation on
the New York Stack Exchange aperating as an independent firm The
PNC Financial Services Group and Barclays PLC each has a significant
economic interest In BlackRock, Inc PNC Financial Services Group 1s
a US public company The Board has concluded that it 1511
Shareholders’ interests as a whole that BlackRock should continue as
investment manager of the Company on the existing terms which were
agreed in November 2010 The Board considers the arrangements for
the prowision of nvestment management and other services to the
Company on an ongoing basis and a fermal review s conducted
annually

As part of this review, the Board considered the quality and continuity
of the personnel assigned to handle the Company’s affairs, the
investment process and the results achieved to date The specialist
nature of the Company’s Investment remit 1s, in the Board’s view, best
served by the Frontier Markets team at BlackRock, who have
considerable expertise in investing 1n Frontier Markets

The principal contents of the agreement with the Investment Manager
have been set out In the previous section Having considered the
terms of this agreement, and those of other imvestment trust
companies, the Board considers that the terms of the agreement
represent an appropriate balance between cost and mcentivisation of
the Investment Manager

BNYM 15 the custodian of the Company’s assets BNYM receives a fee
payable at rates depending on the number of trades effected and the
location of secunties held The custodian agreement is subject to

$0 days' notice of termination by either party

As highiighted in the Company’s prospectus dated 29 November 2010,
the Company uses denvatives (including contracts for difference)
and/or structured financial instruments, for example P-Notes, to gain
exposure to Frontier Markets in certain circumsiances Morgan
Stanley, Deutsche Bank and Merrnll Lynch act as contracts for
difference {“CFD") counterparties to the Company under three
separate Internationa! Swaps and Derwvatives Association {“ISDA”)
master agreements dated 10 December, 14 December and

16 December 2010 respectively The ISDA agreements are terminable
subject to 30 days’ notice by either party
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Change of controi
There are no agreements to which the Company 1s a party that might
be affected by a change 1n control of the Company

Exercise of voting rights in investee companies
The exercise of votng rights attached to the Company’s portfolic has
been delegated to the Investment Manager, whose voting policy states

» we intend to vote at all shareholder meetings of companies In
which our clients are invested [n cases where there are significant
obstacles to voting such as share-blacking or requirements for a
power of attorney, we will review the resolutions to assess the
extent of the restrictions on voting against the potential benefits,

»  we will vote in favour of proposals which we expect to enhance
shareholder value, and on routine issues where we are supportive
of a company’s management,

» we will vote against proposals which we believe may damage
shareholders’ nghts or economic interests, and

» we will abstain on proposals where we wish to indicate to the
Company 1ssues over which we have some concerns In all
situatiens the economic interests of our clients will be paramount

In all situations the economic interests of our ¢lents will be
paramount

Further details of the Investment Manager’s Proxy Voting and
Engagement Principles may be found at www blackrock co uk/1ts, in
the Investment Trust “Literature” and “Related Resources™ section
During the period, the Investment Manager voted at twelve general
meetings on behalf of the Company At these meetings the Investment
Manager voted n favour of most resolutions, as should be expected
when imvesting in well-run companies, but voted against two
management resolutions and did not abstain from any The votes
against were n respect of resolutions where details of the proposals
contained insufficient disclosure, and the Investment Manager voted
against because there was not encugh nformation available to make
an informed decision

Going concern

The financial statements of the Company have been prepared on a
going concern basis The Direciors believe that this is the appropriate
basis as forecast projections and actua!l performance are reviewed on
& regular basis throughout the period and the Company has adequate
resources to contmue in operational existence for the foreseeable
future and 1s financiatly sound The Company I1s able to meet all of its
habilitres from 1ts assets and the ongoing expenses iIncluding taxation)
are approximately 1 7% of the net assets
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Directors

Biographies of the Directors are detailed on page 13 The Duectors of
the Company as at 30 September 2011 are set out in the table on
page 18 together with their interests in the Ordinary Shares of the
Company Each of Audley Twiston-Davies, Nick Pitts-Tucker and Lynn
Ruddick were appointed on 23 November 2010 and John Murray and
Sarmad Zok were appointed on 12 July 2011 and 8 February 2011,
respectively Nick Heather and John Reed were Directors of the
Company from incorporation to 23 November 2010

The Company’s articles of association (“the Articles™) require that one
third of the Directors retire by rotation each year and seek re-election
at the Annual General Meeting and also that every Director submit
himself or herself for re-election at least every three years Subject to
these requirements for re-election, Directors are appointed to the
Board for a specified perod, imitially for three years and subsequent
extensions are, In each case, at the discretion of the Board In
accordance with the Articles, each of the Directors having been
appointed since the Company’s incorporation on 15 October 2010
holds office only until the Annual Genera! Meeting Each Director will
offer timself for etection by Shareholders at that meeting Accordingly,
Mr Twistor-Davies, Ms Ruddick, Mr Mucray, Mr Pitts-Tucker and

Mr Zok will offer themselves for re-election for a further three years

The Directors all bring extensive knowledge and commercial
expenence to the Board

There were no contracts subsisting during the period under review or
up to the date of this report in which a Director of the Company 1s or
was materially interested and which 1s or was significant in relation to
the Company’s business

None of the Directors 1s entitled to compensation for loss of office on
the takeover of the Company

The powers of the Directors are described n the Corporate
Governance Report on page 25

Directors’ share interests
As at 30 September 2011, the Directors’ interests tn the Company’s
Ordinary Shares were as foltows

Ordinary Shares

Audley Twiston-Dawvies (Chairman) 85,000
John Murray -
Nick Pitts-Tucker 75,000
Lynn Ruddsck 26,000
Sarmad Zok -

All of the holdings of the Directors are beneficial No changes to these
holdings had been notified up to the date of this report
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Conflicts of interest

The Articles reflect the codification of certain directors’ duties ansing
from the Compamies Act 2004 and in particular the duty for Directors
to avord conflicts of interest The Board has put in place a framework
in order for Directors to report conklicts of interests or potential
conflicts of interest

All Directors are required to noiify the Company Secretary of any
situations, or potential situations where they consider that they have
or may have a direct or indirect interest or duty that conflicted or
possibly conflicted with the interests of the Company The Board has
considered that the framework worked effectively throughout the
penod since incorporation All such situations were reviewed by the
Board and duly avthonsed Directors were also made aware that there
remains a continuing chligation to notify the Company Secretary of
any new situabien that may anse, or any change to a situation
previously noufied It 1s the Board's intention to continue to review all
netfied situations on a regular basis

Directors’ remuneration report

The Directors’ Remuneration Report 1s set out on pages 22 and 23
An ordinary resolution tc approve this report will be put to
Shareholders at the Company’s first Annual General Meeting

Substantial share interests

As at 30 September 2011, the Company has receved notification in
accordance with the FSA's Disclosure and Transparency Rule 51 2 E
of the following interests 1n 3% or more of the voting rights attaching
{0 the Company's ordinary shares

Number of % of 1ssued ordinary
Ordinary Shares share capital

BlackRock Inc * 23,310,907 24 6
Investec Wealth & Investment Ltd 8,920,475 94
JP Morgan Asset Management 6,178,669 65
Derbyshire County Couneil 4,950,000 52
Legal & Genera! 2,909,163 31

As at the date of this report, the Company had received the following
notifications of interests in 3% or more of the voting nghts attaching 1o
the Company’s ordinary shares

Number of % of 1ssued ordinary
Ordinary Shares share capital

BlackRack In¢ * 23,310,907 246
Investec Wealth & Investment Ltd 8,549,675 90
IP Morgan Asset Management 6,178,649 65
Derbyshire Gounty Counci) 4,950,000 52

Legal & General 2,909,163 3t

*  BlackRock Inc *s holding represents sharehcldings of investment wehicles managed by the
BlackRock Group and discretionary managed maoney




CFD and derivative transactions

Due to the nature of the markets in which the Company nvests, it 15
nat always possible or adwisable for portfolio exposure to be achieved
by direct investment As set out it the Company's prospectus dated
29 November 2010, where this 1s the case, the Company has the
ability to gain economic exposure to target Frontier Markets by
investing indirectly through derivatives (including contracts for
difference) and/or structured financial instruments such as
Promissory Notes (P-Notes) and may invest up to 100% of its portfolio
in this manner However, if the Company invests 1n denvatives and
structured financial instruments for investment purposes other than to
gan access to a target Frontier Market as described above, 1t 1s only
permitted to hold up to, In aggregate, 20% of its gross assets 1 such
instruments, and may only short up to a hmit of 10% of gross assets of
the Company

Following the Company’s launch on 17 December 2010, the portfclio
was 92% invested by January 2011 and fully invested by the end of
March 2011 At 30 September 2011, the Company had 28 5% of its
gross portfolic exposure through long CFD positiens, 7 4% through
short CFD positions and 10 6% through P-Notes All CFD positions
were backed by cash or cash equivalent holdings and the Company
was not geared through these positions

Details of the CGFD and P-Notes positions are set out in the investment
listing on pages 11 and 12 Further details about the CFD and
dernvative transactions entered into during the penod since launch to
30 Sepiernber 2011 are set out 1n note 10 on pages 41 and 42

Donations
The Company made no political or charitable dongtions during the
penod

Payment of suppliers

It 1s the policy of the Company to settle all nvesiment transactions n
accordance with the terms and conditions of the relevant market in
which 1t operates Suppliers of goods and services are generally paid
within 30 days of the date of any inveice The Cempany has ne trade
creditors

Capital structure

On incorporation on 15 October 2010, two ordinary shares of £0 01
were 1ssued, nil paid, for the purposes of incorporation to the
subscribers to the Company's Memorandum of Association On

23 November 2010, a further 18 ordinary shares of £0 01 were 1ssued
nil pad, for the purposes of reorganisation, to the subscribers to the
Company’s Memorandum of Association Pursuant to ordinary
resolutions of the Company passed on 23 November 2010 (1) the

20 ordinary shares of £0 (1 were each redenominated from Pounds
Sterling to US Dollars at a spot rate of £1 00 US$1 60 (being the
prevailing spot rate on 22 November 2010) resulting n 20 new
ordinary shares of US$0 016 each, {n) the resuling 20 ordinary shares
of US$0 016 each were consolidated inte, 1 aggregate, two new
ordinary shares of US$0 16 each, and {u1) the two ordinary shares of
US30 16 each were sub-dwided into, in aggregate, 32 Ordinary Shares
of US$0 01
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On 23 Novemnber 2010, 50,000 management shares of £1 00 each in
the capital of the Company (“Management Shares”) were allotted to
the Investment Manager at par (one quarter paid) to enable the
Company to obtain a certificate to commence business and to
exercise its barrowing powers under section 761 of the Companies Act
2006

Following the 1ssue of Ordinary Shares at Adrusston on 17 December
2010, the 1ssued capstal of the Company 15 94,766,267 Crdinary
Shares and 50,000 Management Shares

Full details of the Company’s 1ssued share capital are given In note 14
on page 43 Details of the voting nghts i the Company’s shares as at
the date of this report are also given in note 16 to the Notice of
Annual General Meeting on page 60 The Ordinary Shares carry the
nght to receve dividends and have one voting rnght per Ordinary
Share There are no restrictions on the voting nghts of the Ordinary
Shares The management shares do not have any voting nights or the
right 1o receive dividends There are no shares which carry specific
rights with regard to the controt of the Company

Cancellation of share premium

Pursuant tc Board approval on 11 May 2011, the Company applied to
the Court for cancellation of its share premium account so that the
amount standing to the credit of that account immediately following
the 1ssue of ordinary shares pursuant 1o the offer, be cancelled

Court approval was received on 17 June 2011 and US$i42,704,219
was transierred from the share premium account to distributable
reserves

Share repurchases

During the period, the Company did not purchase any shares for
cancellation The authority 1o purchase Ordinary Shares for
cancellation was granted to Directors on 23 November 2010 and will
expire on the conclusion of the first Annual General Meeting of the
Company The Directors considered that it was unnecessary to buy
back any of the Ordinary Shares as there was demand for them in the
market, and the Ordinary Shares had traded at an average premium of
1 5% The Directors are proposing that their authornty to buy back
shares be renewed ai the forthcoming Annual General Meeting

Treasury shares

The Compamies {Acquisition of Own Shares) (Treasury Shares)
Regutations came inte foree on 1 December 2003 and allow
companies to hold shares acquired by market purchase as treasury
shares, rather than having to cancel them

Both the repurchase for cancellation and the use of treasury shares
should assist in providing a discount ranagement mechanmism and
enhancing the NAV of the Ordinary Shares for continuing

shareholders This will provide the Directors with additional flexibility to
manage the Company’s investment portiolio
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The Board intends only {0 authorise the sale of shares from treasury at
prices at or above the prevailing NAV per share (plus costs of the
relevant sale) This should result In a positive overall effect on existing
shareholders

The Company does not currently hoid any shares in treasury but will
seek the necessary renewal of the authority to hold and reissue
treasury shares at the forthcoming Annual General Meeting

Articles
Any amendments to the Articles must be made by special resolution

Annual General Meeting

The following information to be discussed at the forthcoming
Annual General Meeting 1s important and requires your immediate
attention If you are in any doubt about the action you should take,
you should seek advice from your stockbreker, bank manager,
solicitor, accountant or other financial adviser, authonsed under the
Finangial Services and Markets Act 2000 {as amended])

If you have sold or transferred all of your ordinary shares in the
Company, you should pass this document, together with any other
accompanying documents including the form of proxy, at once to
the purchaser or transferee, or to the stockbroker, bank or other
agent through whom the sale or transfer was effected, for onward
transmission to the purchaser or transferee

Resolutions relating to the following items of specia! business will be
proposed at the forthcorming Annual General Meeting

Resolution 11 Authority to allot shares

The Directors may only allot shares for cash if authonised to do so by
shareholders in general meeting This resolubion seeks to renew the
authonty of the Directors to allot Ordinary Shares for ¢cash up to an
aggregate nominal amount of US$47,383 13 which1s equivalent to
4,738,313 Ordinary Shares and represents 5% of the Company’s
1ssued ordinary share capital as at the date of the Notice of the Annual
General Meeting This authority will expire at the earhier of 31 March
2013 and the conclusion of the next Annual General Meeting of the
Company i 2013, unless renewed prior te that date at an earlier
general meetng The Directors have no present intennon of exercising
such authority, but it will give them flexibiity should appropriaie
business opportunities arise
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Resolution 12 Authonty to disapply pre-emption rights

By law, Directors require specific authonity from shareholders before
allotting new shares for cash or selling shares out of treasury for cash,
without first offering them to existtng sharehelders in proportion to
their heldings Resolution 12 empowers the Directors to allot new
shares for cash or to sell shares held by the Company in treasury,
otherwise than o existing shareholders on a pro rata basis, up to an
aggregate nominal amount of US$47,383 13 which 1s equivalent to
4,738,313 Ordinary Shares of 1 cent each and represents 5% of the
Company's issued ordinary share capital as at the date of the Nolice
of Annual General Meeting This authonty will expire at the earlier of
31 March 2013 and the conclusion of the Annual General Meeting of
the Company in 2013, unless renewed prior to that date at an earier
general meeting The resolution will enable the Dhrectors, at their
discretion, to allot a hmited number of equity securities for cash and
will aisa provide the Directors with greater flexibility should appropnate
business opportunities arse The Directors have no present intenticn
to exercise this authonty

Resolution 13 Authority to buy back shares

The special resclution to be proposed will seek to renew the authority
granted to Directors enabling the Company to purchase its own
Ordinary Shares Purchases of Ordinary Shares will only be made
through the market for cash at prices below the prevaiing NAV per
Ordinary Share

Under the Listing Rules of the Financial Sernvices Authority the
maximum price which can be paid shall be the higher of {1} an amount
equal to 5% above the average of the market values of the Ordinary
Shares for the five business days immediately preceding the date on
which the purchase is made and (11} the higher of the price quoted for
{a) the last independent trade of, and (b) the highest current
independent bid for, any number of Ordinary Shares on the trading
venue where the purchase s carned out In making purchases, the
Company will deal only with member firms of the London Stock
Exchange

The Directors are seeking authority to purchase up o 14,205,463
Ordinary Shares (being approximately 14 99% of the 1ssued share
caprtal as at the date of the Notice of Annual General Meeting) This
authority will expire at the earlier of 31 March 2013 and the conclusion
of the next Annual General Meeting of the Company in 213, unless
renewed at an earlier general meeting The Directors do not currently
have any intention of exercising the authority granted by this
resolution The Direciors will only exercise the authority to purchase
shares where they consider that such purchases will be in the best
interests of shareholders generally and will result In an increase in
earnings per share




Recommendation

Your Board considers that the resolutions 10 be proposed at the
Annual General Meeting are likely to promote the success of the
Company for the benefit of its members as a whole and are 1n the best
interests of the Company and its shareholders as a whole

The Directors unammously recommend that sharehe'ders vote in
favour of each resolution, as they intend to do in respect of their own
beneficial holdings

Corporate Governance

Full details are given in the Corporate Governance Statement on
pages 24 to 28 The Corporate Governance Statement forms part of
this Directors’ Report

Audit information

As required by section 418 of the Companies Act 2006 each of the
Directors who held office at the date of approval of this Directors’
Report confirm that, so far as they are aware, there 1s no relevant
audit informagion of which the Company’s auditors are unaware, and
each Director has taken all the steps that they ought to have taken as
a Director to make themselves aware of any relevant audit information
and to establish that the Company’s auditors are aware of that
information

Auditors

The auditors, Ernst & Young LLP, have indicated therr wiilingness to
continue m office and resolutions proposing thewr reappomtment and
authorising the Directors to determine their remuneration for the
ensuing year will be submitted at the Annual General Meeting

By order of the Board

BlackRock Investment Management (UK) Limited
Secretary

2 December 2011
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Directors’ Remuneration Report

The Board presents the Directars’ remuneration report for the period
ended 30 September 2011 which has been prepared in accordance
with section 420-422 of the Companies Act 2004 An ordinary
resolution for the approval of this report will be put to members at the
forthcoming AGM

The law requires the Company’s audttors to audit certain of the
disclosures provided Where disclosures have been audited, they are
wdicated as such The auditors’ opinion 1s included 1n therr repart on
page 30

Remuneration Committee

The Board as a whote fuifils the function of the Remuneration
Committee and considers any change m the Directors’ remuneration
policy A separate Committee has therefore not been established The
Company's Directors are all non-executive and are independent of the
Investment Manager

Remuneration Policy

The Company’s policy 1s that fees payable to Directors shou'd reflect
the tme spent by them on the Company's affairs, the responsibilities
borne by the Directors and be sufficient to attract candidates or retain
individuats of high calibre Those chainng the Board and key
commattees should be paid higher fees than other Directors in
recognition of therr more demanding roles

It 15 the Company’s policy that no Director shall be entitled to any
performance related remuneration, benefiis in kind, long term
incentive schemes, share options, pensions or other retirement
benefits or, compensatron for loss of office Directors are entitled to
claim expenses in respect of duties undertaken on behalf of the
Company

It 15 the intention of the Board that the above policy on remuneration
shall continue to apply for the current financial year

Performance

The graph opposite compares the Company’s NAV and share price
total returns with the total return on an equivalent investment m the
MSCI Froniier Markets index This Index s deemed to be the most
appropriate as the Company has a Frontier Markets abjective

22 BlackRock Frontigrs Investrment Trust plc

Remuneration/Service Contracts

The maximum remuneration of the Directors 15 determined within the
limits of the Company’s Articles of Assocration and currently amounts
In aggregate to £200,000 No element of the Directors’ remuneration
1s performance retated The Company has not awarded any share
options or long term performance incentives to any of the Directors

None of the Directors has a service contract with the Company or
receive any non cash benefits or pension entitlements The terms of
their appointment are detailed i a letter sent to them when they join
the Board These letters are avalable for mspection at the registered
office of the Company




Directors’ remuneration {audited)

Period from date of appotntment
to 30 September

Director £ $
Audley Twiston-Davies (Charman)' 22,093 34,418
John Murray® 4,438 6,914
Nick Pitts-Tucker® 15,780 24,584
Lynn Ruddick® 18,148 28,273
Sarmad Zok* 8,000 12,463
Total 68,459 106,652

1 Appointed an 23 November 2010

2 Appolnted as a Director on 12 futy 2011

3 Appointed as Chairman of the Audit & Management Engagement Committee and as 8 Director on
23 November 2010

4 Appointed ag & Director on 8 Februzry 2011

The information i the above table has been audited The amounts
paid by the Company to the Directors were for services as
nor-executive Directors

The Chairman receives an annual fee of £28,000, the Chairman of the
Audit Committee £23,000 and the other Directors £20,000 None of
the Directors receives any non cash benefits or pension entitlements

Compensation for loss of office
None of the Directors are entitled to compensation for loss of office

Retirement of Directors
All of the Company's Directors are subject to retirerment by rotation in
accordance with the Company’s Articles of Association

By order of the Board

BlackRock Investrnent Management (UK} Limited
Secretary

2 December 2011
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Corporate Governance Statement

Background

The Board is committed to maintaining high standards of corporate
governance and 1s accountable to shareholders for the governance of
the Company’s affairs The Board has put in place a framework for
corporate governance which it believes is appropriate for an
investment trust and which will enable the Company to comply with
the relevant provisions of the UK Corporate Governance Code 1ssued
by the Financial Reporting Council in June 2010 Additionally, as the
Company 1s a member of the Association of Investment Companies
(the “AIC"), the Board has taken account of the recommendations of
the AIC's Code of Carporate Governance {the “AIC Code™) which
complements the UK Corporate Governance Code and prowvides a
framework of best practice for investment trust companies

Compliance

The Board has made the approprate disclosures in this report to
ensure the Company meets its continuing obligations It should be
noted that, as an investment trust, most of the Company’s day-to-day
responsibilities are delegated to third parties, the Company has no
employees and the Directors are non-executive Thus, not all of the
orowstons of the UK Corporate Governance Code are directly
applicable to the Company

The Board considers that the Company has complied with the
provisions contamed within the UK Corporate Governance Code
throughout this accounting perod, except as explamed below, and this
staternent describes how the relevant principles of governance are
applied to the Company

The Board

Board composition

The Board currently consists of five non-executive Directors, all of
whom are independent of the Company’s Investment Manager The
provision of the UK Corporate Governance Code (A 2 1) which relates
to the combination of the roles of the chairman and chief executive
does not apply as the Company has no executive directors The
structure of the Board i1s such that 1t 1s considered unnecessary 0
identfy @ semor independent Direcior The Cirectors” biographies, on
page 13, demonstrate a breadth of investment knowledge, business
and financial skills which enables them to prowide effective strategic
leadership and proper governance of the Company The Board has not
estabhshed a separate Nomination Commiitee and the Board, led by
the independent Directors, fulfils this function and 1s responsible for
identifying and nominating candidates to fill Board vacancies taking
INto account the need to maintain a balanced Board In view of the
fact that the Company has only recently been launched it has not
been necessary 1o consider any potential new directors However,
when the need does arise, care will be taken to ensure that appointees
have enough time to devote to the job External consultants may be
used to identify potential candidates
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Board independence and tenure

The Board’s individual independence, including that of the Chairman,
has been considered, and this independence allows all the Directors to
sit on the Company’s Audit & Management Engagement Committee
None of the Directors has a service contract with the Company The
terms of their appoiniment are detailed in a fetter sent to them when
they join the Board These letters are available for inspection at the
registered office of the Company and will be available at the Annual
General Meeting

Directors’ appointment, retirement and rotatron

A Director appointed during the year ts required 1o retire and seek
election by shareholders at the next Annual General Meeting The
Articles also require that one third of the Directors retire by rotation
each year and seek re-efection at the Annual General Meeting and
also that every Director submit himself or herself for re-election at
least every three years In addition, any Director who 1s not considered
by the Board to be independent of the Investment Manager or who will
have served on the Board for more than nme years will be subject to
annual re-election

Subject to these requirements for re-election, Directors are appointed
to the Board for a specified period, iniiially for three years and
subsequent extensions are, In each case, at the discretion of the
Board In accordance with the Company’s Articles of Association, each
of the Directors having been appointed on 23 November 2010,

8 February and 12 July 2011 holds office only until the Annual General
Meeting Each Director will offer himself /herself for election by
sharehotders at that meeting The Board endorses each Director’s
candidature and commends his/her appointment to shareholders

The Directors retiring in accordance with the Company’s Articles

of Assocciation are Mr Twiston-Dawvies, Mr Murray, Mr Pitts-Tucker,

Ms Ruddick and Mr Zok The Directors support a planned and
progressive renewing of the Board The Board's tenure and succession
policy seeks to ensure that the Board 1s well-balanced through the
appointment of new Directors with the skills and expenence
necessary Directors must be able to demonstrate commiment to the
Company, including in terms of time

Directors’ training and induction

When a new Director 1s appointed to the Board, he or she 1s provided
with ali relevant information regard:ng the Company and their duties
and responsibiities as a Director In addition, a new Director will also
spend some time with representatives of the Investment Manager
whereby he or she will become famihar with the various processes
which the Investment Manager considers necessary for the
performance of its duties and responsibihities to the Company The
Company's policy Is to encourage Directors to keep up to date and
attend traiming courses on matters which are directly relevant to their
involvement with the Company The Directors also receive regular
briefings from, amongst others, the auditors and the Company
Secretary regarding any proposed developments or changes in laws or
regulations that could affect the Company and/or the Direciors




Directors’ hability insurance
The Company has maintained appropnate Directors’ Liabilty Insurance
cover throughout the period

Board's responsibilities

The Board currently has five scheduled meetings each year and may
have additional meetings to consider strategy and other 1ssues
Between these meetings there 1s regular contact with the [nvestment
Manager

The Board 1s responsible to shareholders for the overall management
of the Company It reserves to itself decisions relating to the
determination of investment policy, any change in investment strategy,
strategic gearing policy, policy on buy back of shares, whether to hold
shares in treasury, and entening into any material contracts The Board
also sets investment parameters, such as the acquisition or dispesai of
substantial interests and the maxmum amount that can be invested in
dervatives and/or unquoted secunties In addition, changes relating to
the Company’s capital structure, approval of circulars to shareholders
and histing particulars, relevant press releases and any significant
change in accounting policies or practices must also be referred to the
Board A formal schedule of matters specifically reserved fer decision
by the Board has been defined

The Board 1s supptied in a timely manner with information in a farm
and of a quality appropriate to enable it to discharge :ts dutes
Strategic 1ssues and all operational matters of a matenal nature are
determined by the Board

The Directers also have access o the advice and services of the
Company Secretary, who 1s respansible to the Board for ensuring that
Board procedures are followed and that it complies with applicable
rules and regulatvons Where necessary, n the furtherance of their
duties, the Directors may seek independent professicnal advice at the
expense of the Company

The Board has respoasthility for ensuring that the Company keeps
proper accounting records which disciose with reasonable accuracy at
any time the financial posrion of the Company and which enable it to
ensure that the financial statements comply with the Companies Act
2006 It s the Board's responsibility to present a balanced and
understandable assessment, which extends to intenm and other
price-sensitive pubkc reports

The Board 1s also responsible for safeguarding the assets of the

Company and for taking reasonable steps for the prevention and
detection of fraud and other irregulanties
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Performance evaluation

The Board reviews its performance formally on a regular basis,
together with that of the Audit & Management Engagement
Committee An apprassal system has been agreed by the Board for the
evaluation of the Board, its Commuttees and indmidual Directors,
including the Chairman The evaluation for the period ended

30 September 2011 has been carried out This took the form of self
and peer group assessment by questionnaire followed by indwidual
discussions between the Chairman and indwidual Directors The
performance of the Chairman was reviewed by the other Directors, led
by Ms Ruddick who 1s pleased to recommend his reappointment The
resuits of the evaluation process were presented to and discussed by
the Board and it was agreed that the current cornposition of the Board
reflected a suitable mix of skills and expenence, and that the Board,
as a whole, was functioning effectively

Delegation of responsibilities
The Board has delegated the following areas of responsibility

Management and administration

The management of the investment portfolio and the administration of
the Company have been delegated to the investment Manager The
Investment Manager, operating under guidelines determined by the
Board, has direct responsibility for the decisiens relating to the day to
day running of the Company and i1s accountabie to the Board for the
investment, financial and operaung performance of the Company
Custody and settlement services are provided by The Bank of New
York Mellon (International) Ltd {“BNYM™), a subsidiary of The Bank of
New York Mellon

The Board has delegated the exercise of voting nghts attaching to the
secunties held in the portfolio to the Investment Manager Details of
the Investment Manager’s voting policy are set out on page 17

Committees of the Board

Nomimation Committee

As the Board 1s small and comprises only non-executve Directors it
fulfils the function of the Normination Committee When looking for a
new Dhirector, the Board will assess the size, balance and profile of the
Board as a whole, to idenufy any areas that need strengtheruing The
existing Directors will try to identify swtable indwduals from their
range of contacts, although other sources, including external search
consuitants, may also be used as required

5



Corporate Governance Statement continued

Audit and Management Engagement Committee

A separately chaired Audit and Management Engagement Committee
has been established and currently consists of all the Dwrectors of the
Company The Board considers that at least one member of the Audit
and Management Engagement Commuttee has sufficient recent and
relevant financial expenence for it 1o discharge its function effectvely
The Chairman of the Company 1s a8 member of the Committee to
enable hirn to be kept fully informed of any 1ssues which may anse
The Chairman of the Committee 1s Ms Ruddick The terms of reference
of this Commuttee are avaitable on request and on the lavestment
Manager's website at www blackrock co uk/brfi under the “Literature”
section and wil! also be avallable at each Annual General Meeting

The Committee meets at least twice a year and, amongst other things,
examines the effectiveness of the conirol systems The two planned
meetings are held prior to the Board meetings to approve the half
yearly and annual results and the Committee recesves information from
the investment Manager's corporate audit and compliance
departments The Comrmittee does not consider that as an investment
trust company it needs o hold an addtmonal meeting, although this 1s
kept under review

Dunng the period the principal activities of the Audit and Management
Engagement Committee included

» considenng and recommending to the Board for approval the
contents of the half yearly and annual financial statements and
reviewing the exiernal auditors’ report thereon,

» reviewing the scope, results, cost effectiveness, independence and
objectivity of the external auditors,

» reviewing and recommending to the Board for approval the audit
and non-audit fees payable to the external audiiors and the terms

of their engagement,

» reviewing and approving the external auditors’ plan for the
following financial year,

» reviewing the appropriateness of the Company’s accounting
policies,

» ensuring the adequacy of the internal control systems and
standards, and

» considering the remuneration of the Investment Manager and
reviewing the terms of the investment management agreement
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The Committee has also reviewed and accepted the ‘whistleblowing’
pohicy that has been put in place by the Investment Manager under
which its staff, in confidence, can rarse conecerns about possible
improprieties in matters of financial reporting or other matters, in so
far as they affect the Company

The Committee considers the rnisks associated with audit firms
withdrawing from the market and the relationship with the Company’s
auditors The appointment of the auditors 1s reviewed each year and
the audit partner changes at least every five years There are no
contraciual obligations that restnct the Company’s choice of auditors

Other audit service fees of £6,000 (excluding VAT) paid te Ernst &
Young LLP, relate to their review of the half yearly financial statements
In addwon, total fees of £95,000 were pad to Ernst & Young LLP for
services provided in relation to the launch of the Company The
Commuttee considers whether the skills and expenience of the auditers
make them a suitable supplier of the non audit service and whether
there are safeguards in place to ensure that there 1s no threat to therr
objectivity and independence in the conduct of the audit resulting
from the provision of such services

On an annual basis, Ernst & Young LLP review the independence of
therr relationship with the Company and report to the Board, providing
details of any other relationship with the Investment Manager The
Board has concluded that Ernst & Young LLP 1s independent of the
Company and the Investment Manager

The external auditors are invited to attend the Audit and Management
Engagement Commuttee meetings at which the sermi annual and
annua! accounts are considered and at which they have the
opportunity to meet with the Committee without representatives of the
Investment Manager being present

Membership of the Audit and Management
Engagement Committee

Lynn Ruddick (Chairmany
John Murray

Nicholas Pitts-Tucker
Audley Twiston-Davies
Sarmad Zok




Remuneration Committee

Remuneration of the Chairman and the Directors Is determined by the
Board It 1s not considered necessary to have a separate Remuneration
Commuttee as the Directors are not currently employed by and were
not employed by the Investment Manager within the last five years

The remuneration of the Chawman and Cirectors 1s reviewed against
the fees paid to directors of other specialist investment trusts and
Investment trusts of a comparable size, as well as taking account of
any data published by the Association of Investment Companies

Attendance Record
The number of full scheduled Board meetings and Commitige
meetings attended by each Director dunng the period was as follows

Audit and

Management

Engagement

Board Committee

Number of Meetings held 5 2
Number of Meetmgs attended

Lynn Ruddick {Chairman) 5 2

John Murray* 3 1

Nicholas Pitts-Tucker 5 2

Audley Twiston-Cavies 5 2

Sarmad Zok** 4 2

* MrMurray was appointed on 12 July 2011 and was only eligible to attend 3 Board meetings and
1 Audit & Management Engagement Committee meeting in the penod

**+ Mr Zok was appointed on B February 2011 2nd was only eligible to attend 4 Board meetings and
2 Audit & Management Engagement Commitiesas In the period

Internal controls

The Board 1s respensible for establishing and maintaining the
Company’s systems of internal controls and for reviewing their
effectiveness, for ensuning that financial information published or used
within the business 1s reliable, and for regularly monitoring comphance
with regulations governing the operation of investment trusts The
Board reviews the effectiveness of the internal control systems on an
ongoing basis to identify, evaluate and manage the Company’s
significant risks As part of that process, there are procedures
designed to eapture and evaluate any falings or weaknesses Should a
case be categonsed by the Board as significant, procedures exist 10
ensure that necessary action 1s taken to remedy the falings The
Board 1s not aware of any significant fallings or weaknesses arnising in
the period under review

Control of the nsks wdentified, covering financial, operational,
comphance and nsk management, 15 embedded :n the operations of
the Investment Manager and BNYM There 1s a monitoring and
reporting process to review these controls, which has been in place
throughout the penod under review and up to the date of this report
This accords with the guidance in the Turnbull Report
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The Investment Manager reports to the Company on its review of
internal controls, formally on a8 semrannual basis and verbally at each
Board and Audit and Management Engagement Committee meeting,
and provides an annual report from the Investment Manager’s
reporting accountants on the conirol palicies and procedures in
operation The Audit and Management Engagement Committee also
recewves quarterly reports from BNYM on the internal controls of its
custodial operations, together with the apinion of therr reperting
accountants The Company does not have its own internal audit
function, as all the administration I1s delegated to the Investment
Manager and other third party service providers This matter 1s kept
under review

The Board recognises that these control systems can only be designed
to manage rather than ehminate the nsk of failure to achieve business
objectives, and to provide reascnable, but not absolute, assurance
against matenal rmisstatement or loss, and relies on the operating
controls estabhished by the Investment Manager and BNYM

The Investment Manager prepares revenue forecasts and management
accounts which allow the Board to assess the Company’s actviltes
and review its performance

The Board and the Investment Manager have agreed clearly defined
investment ¢riteria, specified levels of authonty and exposure imits
Reports on these 1ssues, including performance statistics and

investment valuations, are submitted to the Board at each meeting

Financiat reporting

The Statement of Directors’ Responsibilities in respect of the Financial
Statements 1s set out an page 29, the Report of the independent
Auditor on page 30 and the Statement of Going Concern on page 17

Socially responsible investment

Investment trusts do not employ staff and accordingly have no drirect
impact on social matters but can be significant investors in the
economies of the regions in which they invest The Company invests m
a range of countries having varying degrees of political and corporate
governance standards BlackRock's evaluation procedures and
financial analysis of the companies within the portfolio also take into
account environmental policies and other business issues The
Company invests primanly on financial grounds to meet Its stated
cbjectives

The Investment Manager’s policies on Sccially Responsible Investment
and Corporate Governance are detalled on the website at

www blackrock co uk/its in the Investment Trust Literature section

The Investment Manager 1s supportive of the UK Stewardship Code,
which 1s voluntary and operates on a “comply or explain basis”
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Corporate Governance Statement continued

Bribery prevention policy

The provision of bribes of any nature to third parties in order to gain a
comrmercial advantage 1s prohibited and 18 a enminal offence The
Board has a zerg tolerance policy towards bribery and a commitment
to carry out business fairly, honestly and openly The Board takes 1ts
responsibility to prevent bribery by the Company’s Investment
Manager on its behalf very seriously and BlackRock has antrbribery
pelicies and procedures in place which are high level, proportionate
and nsk based The Company’s service providers have been contacted
In respect of their ant-brbery policies and, where necessary,
contractual changes are made 1o existing agreements in respect of
ant-bribery provisions

Communication with shareholders

All shareholders have the opportunity to attend and vote at the Annual
General Meeting The Notice of Annual General Meeting which 1s sent
out 20 working days in advance of the meeting sets cut the business
of the Meeting and any item not of an entirely routine nature s
explained in the Directors’ Report on page 20 Separate resolutions
are proposed for substantive 1ssues

In adadrtion, regular updates are available to shareholders and the
Investment Manager will review the Company’s portfalio and
performance at the Annual General Meeting, where the Chairman of
the Board and the Charrman of the Audit and Management
Engagement Committee and regresentatives of the Investment
Manager will be available to answer shareholders’ quenes Proxy voting
figures will be announced to shareholders at the Annual General
Meeting and will be made available on the Investment Manager’s
website shortly after the meeting

The Company's wilingness to enter into discussions with mstitutional
shareholders 1s also demonstrated by the programme of institutional
presentations made by the Investment Manager The Board discusses
with the Investment Manager at each Beard meeting any feedback
from meetings with shareholders and it also receives reporis from its
corperate broker

There 15 a section within this report entitled “Shareholder
Information”, ¢n pages 54 to 56, which provides an overview of useful
information available te shareholders

The Company’s accounts are also published on

www blackrock co uk/brfi which 1s the website maintained by the
Company’s Investment Manager, BlackRock Investment Management
(UK) Limted (“BlackRock™ The work undertaken by the auditors does
not involve consideration of the maintenance and integnty of the
website and, accordingly, the auditors accept no responsibility for any
changes that have occurred to the accounts since they were initially
presented on the website Visitors to the website need to be aware
that tegislation in the United Kingdom governing the preparation and
dissemination of the accounts may differ from legislation in their
Junsdiction
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Disclosure and Transparency Rules

QOther information required to be disclosed pursuant to the Disclosure
and Transparency Rules has been placed in the Directors” Report on
nages 14 10 21 because 1t 1s :nformation which refers to events that
have taken place during the course of the period

The following 15 a list of that informaticn

»  Directors’ sharehoidings,

w

Substantial share interests,
»  Share capital,

b Share 1ssues, and

»  Share repurchases

By order of the Board
Audley Twiston-Davies

Chairman
2 Decemnber 2011



Statement of Directors’ Responsibilities in respect of the
Annual Report and Financial Statements

The Directors are responsible for preparing the annual report, the
Directors’ Remuneration Report and the financial statements in
accordance with applicable law and regulattons

Company law requires the Directors to prepare financial statements
for each financiat year Under that law the Directors have prepared the
financial statements In accordance with International Financial
Reporting Standards Under company law the Directors must not
approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of
the net return or loss of the Company for that period In prepanng
these financial statements, the Directors are required to

» select suitable accounting policies and then apply them
consistently,

P make Judgements and accounting estimates that are reasonable
and prudent,

» state whether apphicable accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements respectively, and

» prepare the financial statements on the going concern basis,
unless it 1s Inappropnate to presume that the Company will
continue in business

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any tme the
financial position of the Company ancd enable them to ensure that the
ftnancial statements and the Directors’ Remuneration Report comply
with the Companies Act 2006 They are also responsible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other
irreguianties

The Directors have delegated responsibility to the [nvestment Manager
for the maintenance and the integnty of the Cempany’s corporate and
financtal information included on the Investment Manager’s website
Legislation in the Umited Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in
cther junsdictions
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Each of the Directors, whose names and functions are hsted on
page 13, confirms that, to the best of their knowledge

>

the financial statements, which have been prepared n accordance
with IFRS as adopted by the European Union, give a true and fair
view of the assets, liabihities, financial position and net return of
the Company, and

the annual report ingludes a fair review of the devetopment and
performance of the business and the position of the Company,
together with a description of the principal risks and uncertainties
that it faces

By order of the Board
Audley Twiston-Davies
Chairman

2 December 2011
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Report of the Independent Auditor

to the members of BlackRock Frontiers Investment Trust ple

We have audited the financial statements of BlackRock Frontiers
Investment Trust plc for the period from the date of incorporation on
15 October 2010 to 30 September 2011 which compnse the
Statement of Comprehensive Income, Statement of Changes in Equity,
Statement of Financial Position, Cash Flow Staterment and the related
notes 1 to 18 The financial reporting framework thai has been appled
In their preparation 1s applicable law and International Financial
Reporting Standards {“IFRS”} as adopted by the European Union and
as apphed in accordance with the provisions of the Companies Act
2006

This repert 1s made solely to the Company's members, as a body, in
accordance with Chapter 3, Part 16 of the Companies Act 2006 Qur
audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state 0 them
in an auditors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company's members as a body, for
our audit work, for this report, or for the opinions we have formed

Respective responsibilities of the Directors and auditors

As explained more fully in the Staternent of Directors’ Responsibilities
on page 29, the Directors are responsible for the preparation of the
frnanctal statements and for being satisiied that they gwe a true and
fair vew Our responstbility 1s to audit the financial statements in
accordance with applicable law and International Standards on
Audinng (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 financial statements

An audit Invcives obtaining evidence about the amounts and
disclosures in the financral statements sufficient to give reasonable
assurance that the financial statements are free from material
misstatement, whether caused by fraud cor error This includes an
assessment of whether the accounting policies are appropnate to the
Company’s circumstances and have been consistently applied and
adeguately disclosed, the reasonableness of significant accounting
estimates made by the Directors, and the overall presentation of the
financial statements

Opinmion on financial statements
in our opinicn the financial statements

» gwe a true and fair vew of the state of the Company's aifairs as at
30 September 2011 and of its return for the period then ended,

» have been properly prepared in accordance with IFRS as adopted
by the European Union, and

» have been prepared in accordance with the requirermnents of the
Companies Act 2006
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Opinion on other matters prescnbed by the Companies Act
2006
In our opincn

» the part of the Directors’ Remuneration Report to be audited has
been properly prepared in accordance with the Companies Act
2006, and

» the information given in the Directors’ Report for the financial
period for which the financial statements are prepared 1s
consistent with the financial statements

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you If, in
our opinion

» adequate accounting records have not been kept or returns
adequate for our audit have not been recewved from branches not
wisited by us, or

» the financial statements and the part of the Directors’
Remuneration Report 1o be audited are not in agreement with the
accounting records and returns, or

» certain disclosures of Directors’ remuneration specified by law are
not made, or

» we have not receved all the information and explanations we
require for our audit

Under the Listing Rules we are required to review
» the Directors’ statement on page 17 in relation to going concern,

» the part of the Corperate Governance Statement relating to the
Company’s compliance with the nine provisions of the June 2010
UK Corporate Governance Code specified for our review, and

» certain elements of the report to shareholders by the Board on
Directors’ remuneration

We have nothiag to report in respect of these matters
£ X kﬂam? Lef

Matthew Price (Semior Stdtutory Auditor)

For and on behalf of Ernst & Young LLP

Statutory Audizor

London

2 December 2011




Statement of Comprehensive Income

for the pericd from 15 October 2010 (date of incorporation) to 30 September 2011

Revenue Capital Total
201 20m 201
Notes us$'o00 Us$'000 UsS$'000
Losses on investments hetd at fair value through profit or loss 9 - {20,322) {20,122}
Losses on foreign exchange - (267} (267)
Net profits /(losses) from contracts for difference 3& 0 2,79 {10,381) (7,5%0)
Profit on credit default swap - 128 128
Income from investments held at fair value through profit or loss 3 2,066 - 2,066
Other Income 3 9 - 9
Total revenue 4,866 (30,642) (25,776)
Expenses
Investment management and performance fees (231) (924) (1,155)
Other expenses {505) (19} (524)
Total operating expenses (736) (943) {1,679)
Net profit/{loss) on ordinary actwities before taxation 4,130 {31,585} {27,455)
Taxation 6 (807) 239 (568)
Net profit/(loss) on ordinary actrvities after taxation 3,323 (31,344) {28,023)
Earnings per ordinary share (cents) 8 35 (33 08) (29 57)

The total column of this statement represents the Company’s Statement of Comprehensive Income, prepared in accordance with

International Financial Reporting Standards (“IFRS”) as adopted by the European Union The supplementary revenue and capital columns
are both prepared under guidance published by the Association of Investment Companies (“AIC”} All items in the above statement derive
from continuing operations No operations were acquired or discontinued during the period All income 1s attnbutable to the equrty holders

of BlackRock Fronfiers Investment Trust plc There were no minerity interests

The net return of the Company for the period was a negative U5$28,023,000

The Company does not have any cther recognised gains or losses The net profit/(loss) for the period disclosed above represents the

Company's comprehensive income

The notes on pages 35 to 51 form part of these financial statements
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Statement of Changes in Equity

for the period from 15 October 2010 (date of incorporation) to 30 September 2011

Ordinary Share
Share premium Special Capital Revenue
capita! account reserve reserve reserve Total

Note UsS$'000 Uss$'000 Us$'000 UsSs'a00 Us§'coo US$'000
Opeming balance - - - - - -
Total Comprehensive Income

Net {loss)/profit for the penod - - - {31,346) 3,323 (28,023)
Transaction with owners, recorded directly to equity

Shares 1ssued 14 948 145,636 - - - 146,584
Share 1ssue costs - (2.932) - - - (2,932)
Cancellation of share premum account - (142,704} 142,704 - - -
At 30 September 2011 948 - 142,704 {31,346) 3,323 115,629

The notes on pages 35 10 51 form part of these financial sta.ements
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Statement of Financial Position
as at 30 September 2011

30 September
201
Notes Us$'000
Non current assets
Investments designated as held at fair value through profit or loss 9 91,787
Current assets
Other recevables 1 887
Dervative financial assets held at fair value through profit or loss 10 1,770
Cash held on margin depasit wath brokers 10 11,846
Cash and cash equivalents 10 23,331
37,834
Current habilities
Other payables 12 {4,166)
Cerwvative financial liabiities held at fair value through profit or loss 10 (9,807}
{13,973)
Net current assets 23,861
Tota! assets less current habilities 115,648
Creditors amounts falling due after more than one year
Preference shares of £1 00 each {one quarter paid) 13 (19)
Net assets 115,629
Capital and reserves
Ordinary share capital 14 948
Share premium account 15 -
Special reserve 15 142,704
Capital reserves 15 (31,346)
Revenue reserve 15 3,323
Total equity 115,629
Net asset value per share (cents) 8 12201

The financial statements on pages 31 10 51 were approved and authonised for 1ssue by the Board of Directors on 2 December 2011 and
signed on its behalf by Mr Twiston-Davies, Chairman /

\

BlackRock Frontiers Investment Trust plc

Regestered in England, No 7409667

The netes on pages 35 1o 51 farm part of these financial staiements
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Cash Flow Statement
for the period from 15 October 2010 (date of incorporation) to 30 September 2011

30 September
2011
UsS$'000
Operating activibies
Loss before taxation (27,455)
Losses on investments and CFDs held at far value through profit or loss (in¢luding transaction costs) 29,974
Net movemnent on foreign exchange 267
Sale of nvestments held at fair value through profit or loss 69,433
Purchases of investments held at fair value through profit or loss (181,342)
Realised losses on closure of CFD contracts {4,570}
Gains on realsation of CFDs 3,277
Cost of Credit Default Swap (522}
Ingrease in other recevables {366}
Increase in other payables 1,701
Increase 10 amounts due from brokers (521}
Increase in amounts due to brokers 355
Taxation on investment income (85)
Net cash outflow from operating activities before financial activities (109,854}
Financing actvities
Proceeds from the 1ssue of preference shares 19
Proceeds from issue of ordinary shares 146,584
Share 1ssue costs paid {1,316)
Net cash inflow from financing activities 145,287
Increase n cash and cash equivalents 35,433
Effect of foreign exchange rate changes (256)
Change in cash and cash equivafents 35,177
Cash and cash equivalents at start of period -
Cash and cash equivalents at end of perod 35,177
Compnised of
Cash at bank and money market deposiis 35177
35,177

The notes on pages 35 to 51 form part of these financial statemants
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Notes to the Financial Statements

1 Principal activity

The principal activity of the Company 1s that of an investment trust company within the meaning of section 1158 of the Corporation Tax Act
2010 The Company was incorporated on 15 Qctober 2010, and this is the first annual report The Company shares were listed on the
London Stock Exchange on 17 December 2010

2 Accounting policies
The principal accaunting pelicies adopted by the Company are set out below

(2) Basis of preparation

The financial statements have been prepared in accordance with Internatienal Financial Reporting Standards (“IFRS") as adopted by the
European Union and as applied in accordance with the provisions of the Companies Act 2006 All of the Company's operations are of a
continuing nature The Company's financial statements are presented in US Dollars, which 1s the currency of the pnmary econormg
environment in which the Company operates

All values are rounded to the nearest thousandg dellars (US$000) except where otherwise indicated

Insofar as the Statement of Recommended Practice (*SORP”) for mvestment trust companies and venture capital trusts issued by the AIC,
revised In Januwary 2009, 15 compatible with IFRS, the financial statements have been prepared in accordance with the gudance set out In
the SCRP

A number of new standards, amendments to standards and interpretations are effective for annual periods beginming after 1 January 2013,
and have not been applied in prepanng these financial statements None of these are expected to have a significant effect on the
measurement of the amounts recognised 1n the financial statements of the company However, IFRS 9 “Financial Instruments™ 1ssued in
November 2009 will change the classification of financral assets, but 1s not expected to have an impact on the measurement basis of the
financial assets since the majority of the Company’s financial assets are measured at fair value through profit or loss

IFRS 9 (2009) deals with classification and measurement of financial assets and its requirements represent a significant change from the
existing requirements in 1AS 39 in respect of financial assets The standard contains two primary measurement categories for financial
assets 2t amortised cost and far value A financial asset would be measured at amortised cost (f it 15 held within a business model whose
objective 1s to hold assets in order to collect contractual cash flows, and the asset’s contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal outstanding All other financial assets would be measured at fair
valug The standard eliminates the exesting 1AS 39 categories of “held to matunty”, “available for szle” and “loans” and “receivables”

The standard 5 effective for annual penods beginning on or after 1 January 2013 but 1s not yet approved by the EU Earlier application 1s
permitted The company does not plan to early adopt this standard

(b) Presentation of the Statement of Comprehensive Income

In order to reflect better the activities of an investment trust company and v accordance with guidance issued by the AIC, supplementary
information which analyses the Statement of Comprehensive Income between items of a revenue and 2 capital nature has been presented
alongside the Statement of Comprehensive Income In accordance with the Company’s status as a UK investment company under

section 833 of the Companies Act 2006 and section 1158 of the Corporation Tax Act 2010, net capital returns may not be disinbuted by
way of dwvidend

{c} Segmental reporting
The Directors are of the optmon that the Company is engaged in a single segment of business being investment business

(d) Income

Diwidends recevable on equity shares are recognised as revenue for the period on an ex-dividend basis Where no ex-dwidend date 15
gvailable dividends recevable on or before the period end are treated as revenue for the period Provision 1s made for any dwvidends not
expected to be recewved Special dividends, if any, are treated as a capital or a revenue receipt depending on the facts or circumstances of
each particular case The return on a debt security 1s recogmsed on a twne apportionment basis so as to reflect the effective yield on the
debt secunty

Interest Income and expenses are accounied for on an accruals basis
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Notes to the Financial Statements continued

2 Accounting policies continued

{e) Expenses

All expenses, including finance costs, are accounted for on an accruals basis Expenses have been charged wholly to the revenue column
of the Statement of Comprehensive Income, except as follows

» expenses which are incidental to the acquisitton of an investment are included within the cost of the investment Detalls of transaction
costs on the purchases and sales of investments are disclosed within note 9 on page 40,

» expenses are treated as capital where a connnection with the maintenance or enhancement of the value of the investments can be
demonstrated,

» the investment management fees and finance costs of borrowing borne by the Company have been allocated 80% to the capital column
and 20% to the revenue column of the Statement of Comprehensive Income in line with the Board’s expectations of the long term spiit
of returns, in the form of capital gains and income, respectively, from the investment portfelio,

» performance fees, if any, are allocated 100% to the capital column of the Statement of Comprehensive Income as fees are generated in
connection with enhancing the value of the investment portfolic

(f) Taxation

Deferred taxation 1s recognised i respect of all temporary differences that have onginated but not reversed at the financial reporting date,
where transactions or events that result in an obligation to pay more tax in the future or night to pay less tax in the future have occurred at
the financial reporting date This is subject to deferred tax assets only being recogmsed if it 15 considered more likely than not that there
will be surtable profits from which the future reversal of the temporary differences can be deducted Deferred tax assets and labilities are
measured at the rates applicable to the legal junsdictions in which they arise

{g) Investments held at fair value through profit or loss
The Company's investments are classified as held at fair value through profit or foss in accordance with IAS 39 - Financtal Instruments
Recognition and Measurement and are managed and evaluated on a far value basis in accordance with is investment strategy

All investments are initially recognised as held at fair value through profit or loss Purchases of investments are recognised on a trade date
basis The szle of investments are recognised at the trade date of the disposal Proceeds are mesasured at fair value, which 1s regarded as
the proceeds of sale less any transaction costs

The fair value of the financial investments 1s based on their quoted Did price, or as otherwise stated at the financizl reporting date, without
deduction for the estimated selling costs This policy applies to afl current and non current asset investments held by the Company The
fair value of the Promissory Note 15 based on the quoted bid price of the underlying equity to which it relates

Changes in the value of investments held at fair value through profit or loss and gains and losses on disposal are recognised m the
Statement of Comprehensive Income as “Gains or losses on investments held at fair value through profit or loss™ Also included within the
heading are transactton costs n relation to the purchase or sale of investments

Fair values for unquoted investments, or investments for which the market 15 inactive, are established by using vanous valuation

techniques These may include recent arm’s length market transactions or the current farr value of another instrument which 1s
substantially the same Where no reliable fair value can be estimated for such instruments, they are carned at cost subject to any prowsien
for impairment The Company held no unquoted investments at 30 September 2011

{h) Denvatives

Derivatives are held at fasr value based on the bid prices of the underlying securities the Company s exposed to through the CFD
contracts Credit Default Swaps are valued based on broker price quotes receved dailly Gains and losses on dervative transactions are
recognised In the Statement of Comprehensive Income They are recognised as capital and are shown in the capital column of the
Statement of Comprehensive Income If they are of a capital nature and are recogrised as revenue and shown in the revenue column of the
Statement of Comprehensive Income If they are of a revenue nature To the extent that any gains or losses are of a mixed revenue and
capital najure, they are apportioned between revenue and capital accordingly

{1) Other receivables and other payables
Other recevables and other payables do not carry any interest and are short term in nature and are accordingly stated at their nominal value
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(1) Diwvidends payable
Under IFRS interim dividends are recogrused when paid to shareholders Final dwidends, if any, are only recognised after they have been
approved by shareholders

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

Foreign currency monetary assets and fiabilities are translated into US Dollars at the rate ruling on the financial reporting date Foreign
exchange differences ansing on translation are recogrised in the Statement of Comprehensive Income as a revenue or capital item
depending on the income or expense to which they relate

() Cash and cash equivalents
Cash comprises cash in hand and on demand deposits Cash equivalents are short term, highly liquid investments that are readily
convertible to known amounts of cash and that are subject to an insignificant risk of changes in value

{m) Bank borrowings

Bank gverdrafts are recorded as the proceeds receved Finance charges are accounted for on an accruals basis in the Statermnent of
Comprehensive Income using the effective interest rate method and are added to the carrying amount of the instruments to the extent that
they are not settled 1n the period in which they arise

3 Income
201
US$'000
Investment Income
UK listed dmadends 106
Overseas listed dwvidends 1,960
Income from contracts for difference 2,791
4,857
Interest recevable and other income
Deposit interest 9
Total income 4,866
4 Investment management and performance fees
201
Revenue Capital Total
US$'000 UsS$'000 Us$'000
Investment management fee 231 924 1,155
Performance fees - - -
Total 233 924 1,155

Aninvestment management fee equivalent to 1 10% per annum of the Company’s gross asseis 1s payable to the Manager In addition, the
Manager 1s also entitled to receve a performance fee at a rate of 10% of any increase 1n the NAV at the end of a performance period over
and above what would have been achieved had the cumulative NAV since launch increased in line with the MSCI Frontiers Markets index
(“the Reference Index”) The performance fee payable in any year 1s capped at an amount equal to 2 5% or 1% of the gross assets If there
1$ any Increase or decrease in the NAV per share at the end of the relevant performance penod respectively Any capped excess
outperformance for a period may be carried forward to the next two performance periods, subject to the then applicable annual cap

For the penod from launch to 30 September 2011, the Coempany’s NAV had underperformed the MSCI Frontiers Markets Index by 3 9% and
there 1s no performance fee payable
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Notes to the Financial Statements continued

5 Operating expenses

201

us$’o00

Custody fee 76
Auditers’ remuneration

- audit services 40

- other non-audit services 9

Registrar's fee 22

Directors” emoluments 107

Other administration costs 251

505

The Company's total expense ratio, caiculated as a percentage of average net assets and using expenses, excluding interest costs and
taxation was 1 3% After including taxation this amounted to 1 7%

Non audit services of £6,000 relate to the review of the intenm financial statements In addition, a fee of £95,000 {net of VAT) was paid to
Ernst & Young LLP for services provided in relation to the launch of the Company These have been included within share 1ssue costs of
US%2,932,000 debited to the share premium account within the Statement of Changes in Equity Further information 1s given in the
Corporate Governance & Directors’ Respensibilities Repaort on page 26 Expenses of US$19,000 charged to the capital celumn of the
Statement of Comprehensive Income relate to US$6,000 of transaction costs and US$13,000 of CDS interest charges

6 Taxation
a) Analysis of charge in penod

201
Revenue Capital Total
US$'000 US$'000 Us$'000

Current tax

Corporation tax 727 (239) 483
Double taxation relef - - -

722 (239) 483
Overseas tax 85 - 85
Deferred tax - - -
Total current tax (note §(b)) 807 {239) 568

b) Factors affecting current tax charge for the pened
The main rate of corporation tax in the UK was reduced from 28% to 26% on 1 April 2011 This change 1n the tax rate results in an average
rate for the accounting period ended 30 September 2011 of 26 73% on a weighted average basis

Revenue Capital Total
us$oo0 uss$ 000 USs$'000
Profit/{loss) on ordinary activities before taxation 4,130 {31,585) (27,455}
Profit / (loss) on ordinary actvities multiplied by standard rate of corporation tax (26 73%) 1,104 (8,443) {7,339}
Effects of
Non taxable UK dvidends (29) - (29)
Non taxable overseas dvidends (332) - (332)
Oversess tax suffered 85 - 85
Disaltowed expenses 3 5 8
Settlement of tax habilty in Sterling {24) 8 {16}
Losses on investrrents held at fair value through profit or lass - 8,084 8,084
CFD financing expense charged to capital - 107 107
807 (239) 568
Current taxation charge for the penod (note 6(a)) 807 (239) 568
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Investment trusts are exempt from corporation {ax on capitat gains provided the Company obtains agreement from HM Revenue &
Customs that section 1158 of the Corporation Tax Act 2010 tests have been met Due to the Company’s intention to meet the condritions
required to obtain approval under section 1158 of the Corporation Tax Act 2010, 1t has not prowided for deferred tax on any capital gains or
losses

7 Dwidends
Under IFRS, final dwidends are not recognised until they are approved by shareholders, and special and intenm dividends are not
recognised until they are paid They are also debited directly to revenue reserves

No dwidends were paid during the period to 30 September 2011 s0 no amounts were recognised
The total dividends payable in respect of the period ended 30 September 2011 which form the basis of section 1158 of the Corporation Tax

Act 2010 and section 833 of the Companies Act 2006, and the amounts proposed, meet the relevant requirements as set out n this
legislation

201
us$'000
Dwvidends on equity shares
Proposed final ordinary dvidend of 3 00 cents 2,843
8 Earnings and net asset value per ordinary share
20m
[audited)
Net revenue profit attributable to ordinary shareholders (US$'000) 3,323
Net capital loss attributable to ordinary shareholders (US$'000) (31,346)
Total loss attributable to ordinary shareholders (US$'000) (28,023)
Total equity attnibutable to shareholders {US$°000) 115,629
The weighted average number of ordinary shares in 1ssue during the period, on which the earmings per ordmary
share was calculated, was 94,766,267
The actual number of ordinary shares in igsue at the end of the penod, on which the net asset value
was calculated, was 94,766,267
Revenue earnings per share - {cenks) in
Capital loss per share - (cents) (33 08}
Total loss per share - {cents) (29 57)
Net asset value per share baswc and diluted - {cents) 122 01
Share price* - (cents) 116 84
Net asset value per share basic and diluted - {pence) 78 32
Share price [pence) 7500

*  The Company’s share pnce 15 quoted In Sterling and the above represents the US Dollar equivalent

Basic and diluted earnings per share and net asset value per share are the same as the Company does not have any dilutive secunities
cutstanding
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Notes to the Financial Statements continued

9 Investments

201
LIS$'000
Equity investments held at fair value through profit or loss 70,577
P-Notes 12,310
Investment in BlackRock Cash Fund 8,900
| 91,787
Valuation brought forward -
Investment holdings {gains)/losses -
Opening cost of equity investments -
Acquisitions at cost 181,342
Disposal proceeds (69,433)
Realised ga:mns on sales 61
Cost carried forward 111,970
Investment holdings losses (20,183}
Closing valuation of equity Investments 91,787
During the pernod, transaction costs of US$287,000 were incurred on the acquisition of investrments Costs relating to the disposal of
investrnents during the penod ameunted to US$49,000 All transaction costs have been included within the capital reserves
! Gains and losses on investments held at farr value through profit or loss
2011
US$'000
Realised gains on sales 61
Changes in investment halding losses (20,183)
(20,122}
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10 Derwvatives

The Company may use a varety of derivative coniracts, and during the period entered into a number of contracts for difference CFDs are
synthetic equities and are valued by reference to the investments’ underlying market velues

The sources of the return under the denvative contract {e g notional dividends, financing costs, interest returns and capital changes) are
allocated to the revenue and capitai accounts in alignment with the nature of the underlying source of income and 1n accordance with the
guidance given in the AIC SORP Nottenal dividend income or expense ansing on long or short positions 1s apportioned wholly to the
revenue account Notional interest ncome on short positions is allocated wholly to the revenue account Notional interest expense on long

positions 1s apportioned between revenue and capital in accordance with the Board's iong term expected returns of the Company
(currently determined to be 20% to the revenue account and 80% to capital reserves) Changes in value relating to underlying price
moverments of secunties in relation to CFD exposures are allocated to capital reserves A summary of the vanous sources of return on the

denvative contract I1s given tn the table below

2011
Revenue Capital Total
Us$'goe US$'000 Us$'000
Net unrealised iosses relating to underlying price movements - (8,687) (8,687)
Net realised losses relating to underlying price movements - (4,293} (1,293)
Notional dividend income on long positions 2,929 - 2,929
Notional dividend expense on short positions (43) - (43)
Notional snterest income on shott positions 5 - 5
Notional interest expense on long positions {100) (401) (501}
Total return on dervative contracts for the penod 2,791 {10,381) {7,590}
The net fair values of denvative financial assets are set out in the table below
Us$'000
Amounts due from brokers in respect of revaluation gains on CFDs 1,120
Amounts recewvable in relation to Credit Default Swap (Government of Bulgaria 20/9/2016) 4650
1,770
Derwative financial liabilities Amounts due to brokers in respect of revaluation losses on CFDs (9,807)
Total net dervative financial assets (8,037)

Net rezlised losses on CFD positions of US$1,293,000 compnised realised gains of US$3,277,000 and realised losses of US$4,570,000

The Company alsg invested in P-Notes in the period These are promissory notes 1ssued by certain counterparty banks that are designed to
ofter the holder a return linked to the performance of a particular underlying equity security or market, and used where direct Investment
in the relevant underlying equity secunty or market 15 not possible for regulatary or other reasons To the extent dividends are received on

the securities to which the P-Notes are finked, these are taken to (nvestment income in the revenue column of the Statement of

Comprehensive Income Changes in value of the P-Notes relating to movements In the underlying prices of the linked secunities are taken
to gains or losses on investments held at fair value in the capital column of the Comprehensive Statement of Income At 30 September
2011 the Company held four P-Notes, to obtain exposure te Saudi Arabia where direct investment in equities Is not possible for foresgn

investors A summary of the returns from investment in P-Notes 1s given below

Revenue Capital Total

Us$'000 Us$'000 US$'000

Net losses relating to underlying price movements - {405) (405)
Dividend income from underlying securities 704 - 704
Total 704 (405) 299

At 30 September 2011, the fair value of the Company’s holding 1n P-Notes amounted to US$12,310,000
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Notes to the Financial Statements continued

10 Dervatives continued

The Company also used credit derivatives in the pencd, buying protection on credit default swaps for Bulganan government debt In total,
as at 30 September 2011, the Company had bought protectton on US$5 million of debt at a total cost of US$522,000 The CDS contract
obliges the counterparty, Citigroup, t¢ compensate the Company in the event of a Bulganian government debt default up to the value of
US$5 million In the event of a counterparty default, the Company's maximum exposure 15 the sum of the coupons paid since purchase by
the Company and any camital loss associated with the CDS being revalued to zere (US$522,000 at 30 September 2011) The coupon rate
on the contract is 1% per annum, payable quarterly This expense has been accrued within other expenses In the capital column of the
Income statemnent At 30 September 2011, the far value of the CDS was US$650,000, and this has been accounted for as & current asset
and included within the heading “Derivative financial assets held at fair value through profit and loss” as the contract can be freely traded
on the secondary market and 15 readify realisable A summary of the returns and expenses associated with the CDS are summarnised below

Capital Total

Uss’'ooo uss'ooo

Net gains relating to underlying price movermnents 128 128
Operating expenses (coupon nterest - 1% pa) (2) (2)
Total 126 126

As at 30 September 2011 the Company held cash and cash equivalent batances of US$35,177,000 Of this amount, US$11,846,000 was
held in margin deposit accounts with the Company’s three CFD counterparty brokers These margin deposits are paid by the Company 1nto
ring-fenced accounts with the respective brokers te cover unrealised losses on CFD contracts To the extent there are unrealised gains on
CFD contracts, the Company's broker will transfer deposit monies back to the Company The Manager moniters margin positions on a daily
basis to ensure any margin deposit balances are minimised and any amounts owed toc the Company are transferred on a timely basis In
the event of default, legal ownership of the monies held in the margin deposit accounis resides with the counterparty broker

In addition to these cash balances, the Company alse held US$23,100,00C in Money Market Deposits at 30 September 2011 and a further
US$231,000 In cash at bank The nature of the Company’s portfclio and the fact the Company gains significant exposure to a number of
markets through CFDs means that to the extent the Manager has elected not to be geared, the Company will always hold a level of cash on
its balance sheet representative of the difference between the cost of purchasing investments directly and the lower initial cost of making
a margin payment on a CFD contract The Company was not geared through its use of CFDs as at 3C September 2011 and the difference
between the cost of direct investment and the purchase costs associated with holding the same exposures via a CFD contract amounted
to US$33,102,000 Had the Company been able to acquire all of the underlying CFD positions through direct equity investment, its cash
position at the period end would therefore have been lower by US$33,102,000

11 Other recevables

201
US$'000
Sales for future settlement 521
Prepayments and accrued ncome 366
887

12 Other payables
2011
Us$'0co
Purchases for future settlement 355
Accruals for expenses and interest payable 1,701
Other payables 1,627
Taxation payable 483
4,166
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13 Crediters Amounts falling due after one year

The preference shares of £1 each carry the right to receve a fixed cumulative preferential dividend at the rate of C Q1% per annum on the
nominal amount thereof, payable on demand and any such dimdend 1s payable in priority to the payment of dwvidend to holders of any other
class of shares To the extent that there are no shares of any other class i 1ssue, each redeemable share carned one vote To the extent
there are shares of any other class in 1ssue these shares do not carry any voting rights Cn a return of assets of the Company the holders
of these preference shares are entitled to be paid the amount paid up or treated as paid up on thewr share, such return payable in prionty

to the return to holders or any other class of shares The preference shares are not redeemable

14 Share capital

Total number | Total number Nominal
of shares of shares value
In 1ssue In 1Ssue USE'000
Allotted, called up and fully paid share caprtal comprised
Ordinary shares of 1 cent each
Allotted, 1ssued and fully paid
QOpening balance - - -
Shares i1ssued 94,766,267 94,766,267 948
At 17 December 2010 and 30 September 2011 94,766,267 94,766,267 948

On 17 December 2010 the Company i1ssued 94,766,267 ordinary shares at 100p The total consideration after deduction of 1ssue costs was
£92,871,000 {US$143,652,000) based on a conversion rate of 1 5448 at 17 December 2010

15 Reserves

Capital
Capital reserve
reserve arising on
Share ansing on | revaluation of
premium Special investments tRvestments Revenue
account reserve sold held reserve
US$'000 US$000 uss000 USss'o0g US$'000
Opening balance - - - - -
Movement during the penod
Total Comprehensive Income
Gain on realisation of investments - - 61 - -
Changes in investment holdings losses - - - {20,183} -
Lossas on foreign currency transactions - - {267) - -
Losses on contracis for differences - - (1,694) {8,687} -
Unrealised gain on credit default swaps - - - 128 -
Finance costs and investment management fee charged
to capital after taxation - - (704} - -
Revenue return for the penod - - - - 3,323
Transactions with owners, recorded directly to equity
Shares 1ssued 145,636 - - - -
Share 1ssue costs (2,932) - - - -
Cancellation of share premium account (142,704) 142,704 - - -
At 30 September 2011 - 142,704 (2,604) (28,742) 3,323
The Company cancelled its share premium account on 17 June 2011
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Notes to the Financial Statements continued

16 Risk Management policies and procedures

As an investment trust, the Company 1nvests 1n equibtres and other investments for the long term so as to achieve its investment objective
as stated on page 14 In pursuing its investment objective, the Company 1s exposed to a vanety of risks that could result in either a
reduction in the Company’s net assets or a reduction in the revenue available for distribution by way of dividends

These financial nsks, market nsk (compnsing currency risk, interest rate nsk and market price nsk), iquidity and credit risk, and the
Directors’ approach to the management of them, are set out below The investment Manager, in close cooperation with the Board of
Directors, coordinates the Company’s nsk managemeni The objectives, policies and processes for managing these risks are set out below

(1) Market risk

The fair value or future cash flows of a financial instrument held by the Company may fluctuate due to changes in market prices This
market nsk comprises currency nsk (see note 16(n)), interest rate risk (see note 16(m)) and mearket price risk (see note 16(iv)) The Board of
Directors reviews and agrees policies for managing these risks The Investment Manager assesses the exposure to market nisk when
making each investment decision and moniters the overall tevel of market risk on the whole of the investment portfolie on an cngoing
basis

{n) Currency nsk

A proportion of the Company’s assets, liabilities and income are denominated in currencies other than US Dollars (the Company's
functional currency, in which It reports its results) As a result, movements in exchange rates will affect the US dollar value of those items
At 30 Septermber 2011, the value of non-US Dellar denominated investments amounted to US$86,056,000

Management of the risk
The Investment Manager manitors the Company’s exposure to foreign currenctes on a dally basis and reports to the Board on a regular
basis

Foreign currency borrowing and forward currency contracts are used to hmit the Company’s exposure to anticipated future changes in
exchange rates which might otherwise adversely affect the value of the portfclio of investments

Income dencminated in foreign currency 1s converted into US dollars on receipt The Company does not use financial instruments to
mitigate the currency exposure in the period between the time that income s included in the financial statements and its receipt

Foreign currency exposure

The fair values of the Company’'s monetary iterns which have foreign currency exposure at 30 September 2011 are shown below Where the
Company’s equity investments which are not monetary items are denominated in a foreign currency, the amounts have been included
separately 1n the analysis so as to show the overall exposure

Nigertan Qatar |Saudi Arabsan UAE Kuwaiti
Naira Riyal Riyal Dirham Dinar QOther

20 us$'ooo US$000 UsS$'000 US§’000 UsS$'000 US$'000
Receivables {due from brokers, dividends

and other income recevable) 135 459 - - - 292
Contracts for differences (gross exposure) 16,512 (1,342) - 6,791 - 2,454
Cash - - - - 129 250
Payable - - - - - (2,965)
Total fereign currency exposure on net

monetary items 16,647 (883) - 6,791 129 31
Investments at fair value through

profit and loss that are equities - 18,754 12,310 - 6,963 25,314
Total net foreign currency exposure 16,647 17,871 12,310 6,791 7,092 25,345

The above amounts are not representauive of the net exposure to nsk during the penod as levels of monetary foreign currency exposure
change significantly during the period
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Foreign currency sensitivity

The following table illustrates the sensitivity of the profit after tax for the period and the equity in regard to the Company’s monetary

financial assets and finarcial habilities and the exchange rates for US dollar/Nigerian Naira, US doliar/Qatar Riyal, US dollar/Saud
Arabian Riyal, US Dollars/UAE Dirham and US dollar/Kuwait Dinar

It assumes the following changes \n exchange rates
US dollar/Nigerian Naira +/-10%

US dollar/Qatari Riyal +/- 10%

1S dollar/Saudi Arabian Riyal +/-10%

U8 dollar/UAE Dtrham +/-10%
U8 dollar/Kuwarti Dinar +/-10%

The sensitmty analysis 1s based on the Company’s monetary foreign currericy financial instruments held at the balance sheet date

If the US dollar had weakened against the currencies shown below, this would have had the following effect

201t
Nigerian Qatan |Saudi Arabran UAE Kuwait:
Naira Riyal Riyal Pirham Dinar
USss$'000 US$'000 US$'000 uUss’oo0 uss'oco
Projected change 10% 10% 10% 10% 10%
Impact en revenue return (3) {(3) {2) (1) {1)
Impact on capital return 1,831 1,966 1,354 747 766
Total return after taxation for the year /effect on
shareholders’ funds 1,828 1,963 1,352 746 765
If the LS dollar had strengthened against the currenctes shown below, this wouid have had the following effect
201
Nigerian Qatari |Saudi Arabian UAE Kuwarti
Naira Riyal Riyal Dirham Dwnar
Us$'¢oo US$'000 Uss$'oo0 us$'o00 US$'000
Projected ¢hange 10% 10% 10% 10% 10%
Impact on revenue return 2 3 2 t 1
Impact on capital return {1,498) (1,608) {1,108) (611) (626)
Total return after taxation for the year/effect on
sharenolders’ funds (1,496) {1,605} (1,106} (610} (625)
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Notes to the Financial Statements continued

16 Risk Management policies and procedures continued
(s} Interest rate nsk

Interest rate nsk movements may affect the interest payable on the Company's vanable rate borrowings and the level of income receivable

from any fixed interest securities and cash at bank and on deposiis

The effect of interest rate changes on the earmings of the companies held within the portfolio may have a significant impact on the
valuation of the Company’s equity Movements in interest rates will also have an impact on the valuation of CFD dervative contracts,

further detals of which are explained below

Management of the nsk

The possible effects on far value and cash flows that could arise as a result of changes in interest rates are taken into agcount when

making investment decisions
Derivative contracts are not used to hedge against the exposure to interest rate risk

Interest rate exposure

The exposure at 30 September 2011 of financial assets and habilitres to interest rate risk 15 shown by reference to

- floating interest rates - when the interest rate 15 due to be re-set
- fixed interest rates - when the financial instrument 1s due for repayment

20m
Within
one year
US$'000
Exposure to floating interest rates
CFD dervative contract
- Notional long positions {32,978}
- Notional short positions 8,563
BlackRock’s Institutional Cash Fund 8,900
Cash at bank and Money Market Deposits 35,177
The Company is exposed to interest rate risk on positions within the CFD portfolio
The Company incurs charges on long and short positions held These are based on
US$ based EUR based
Notignal long positions Overmght US Federal Funds Effective rate Euro OverNight Index Average
Notional short positions Cvermght US Federal Funds Effective rate Euro OverNight Index Average

Notional interest 1s determined on a gross basis, 1 e for this purpose long and short positions or exposures within the master agreements
are not netted Further detaits of notional interest ansing in the period In relatien to the CFD portfolio are given in note 16(vi)

The Company has additional exposure to interest rate nisk on its holding in BlackRock’s Institutional Cash Fund, in relation to the portfolio’s

holding in this fund Interest receved on this holding 1n the period was on average 0 06% Money Market deposits attract between 0 08%

and 0 12% interest on balances held

Interest rates recerved on cash balances or paid on bank overdrafts, respectively, by major currency account are set out In the table below

Interest receved %

US Dollar -
Sterling 0150

EUROD 0334

tnterest paid %
2125
3500
3250
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The Company has exposure to interest rate risk in respect of cash holdings attnbutable to the portfolio

The above period end amounts are not representative of the expesure to interest rates during the perod, as the level of exposure changes
as investments are made n fixed interest securities, borrowings are drawn down and repaid, and the mix of borrowings between floating
and fixed inierest rate change

Interest rate sensitivity
Should a 0 5% interest rate vanance occur the impact of this on the Company would be approximately US$165,000 Therefore, on this
basis the Company 1s not matenally exposed to changes in interest rates

(v} Market price nisk

Market price nsk (1 e changes in market pnces other than those ansing from interest rate nsk or currency nsk) may affect the value of the
investments The Company’s Investments are susceptible to market price nsk ansing from uncertainties about future prices of investments
In addition, the Company has exposure to market pnce risk relating to the positions within the CFD portfolio

Management of the nsk

The Board of Directors manages the nisks inherent in the investment portfolio by ensuning full and timely access to relevant information
from the Investment Manager The Board meets regularly and at each meeting reviews investment performance The Board monitors the
Investment Manager’s compliance with the Company’s objective, and 15 directly responsible for investment strategy and asset allocation

The Company’s exposure to other changes in market prices at 30 September 2011 on 1ts equity investments, excluding its holding in the
Cash Fund, was US$82,887,000 The Company’s net exposure to these price changes through its CFD portfolio was US$24,415,000

Concentration of exposure to market price nisks

An analysis of the Company’s investment portfolio 1s shown on pages 11 and 12 At 30 September 2011, this shows that the majonty of the
portfohio 1s invested in Nigena, Qatar, Saudi Arabia, UAE and Kuwait Accordingly, there 1s a concentration of exposure to those countries,
though it 1s recognised that an investment’s country of demicile or of listing does not necessarily equate to 1ts exposure to the economic
conditiens n that country

Market price nsk sensitivity

The sensitivity of the profit/(loss) after taxation for the period and the equity to an increase or decrease of 10% in the fair values of the
Company's equities (Including equity exposure through contracts for difference) 1s shown in the table below This level of change 15
considered {0 be reasonably possible based on observation of current market conditions in 2011 The sensitivity analysis 1s based on the
Company's equities and equity exposure through options at the balance sheet date, with all other vanables held constant

The impact of a 10% movement in the value of investments on the Company’s accounts 1s given in the table below

10% increase 1n value of Investments 10% decrease n value of investments
Revenue Capital Total Revenue Capital Total
Price sensitivity analysis USs$000 Uss'000 US$000 US$ 000 US$'000 US$'000
Equity portfolio (15} 9,119 9,104 15 {9,119} (9,104}
CFD portfolio (4) 2,425 2,421 4 {2,425} (2,421}
Total (19} 11,544 11,525 19 {11,544} {11,525)
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Notes to the Financial Statements continued

16 Risk Management policies and procedures continued
(v) Liguidity and credit risk
This 1s the nsk that the Company will encounter difficulty in meeting obligations asscciated with financial liabilities

Management of the nsk

The Company 1s exposed to credit sk from the parties with which it trades and wil bear a nisk of settlement default Credit nisk to the
Company arises from its investments in CFDs, CDS8s and P-Notes

Counterparty credit risk 1s momtored and managed by the Risk and Quantitative Analysis (RQA) Counterparty and Concentration Risk team
of the Investment Manager Regular risk reporting from ROA 1s held with the Board The board considers asset allocation, stock selection

and level of gearing on a regular basis They have set investment restrichions and guidelines which are monitored and reported by the
Investment Manager

The major counterparties engaged with the company are all widely recognised and regulated entities The underlying secunities of the CFD
portfolio are all quoted investments that can be realised readily Short CFD positions are backed by sufficient margin cash to reduce risk
Additional cash 1s held within the portfolio to further mitigate nsk It 1s recognised that the underiying secunties to which P-Notes relate
may not be readily or easily realisable, the Company mitigates this nsk by holding sufficient cash reserves

Liguidity and counterparty risks are therefore not deemed to be significant, the Company’s assets are invested in quoted securities and
other securnties that are readily realisable The Company's working capital liabilities are very small in companson to the Company’s
portfolio

The Board gives guidance to the Investment Manager as to the maximum amounts of the Company’s resources that should be invested n
any one company

Liquidity nisk

The remaining contractual matunties of the financial habilities at 30 September, based on the eartiest date on which payment can be
required was as follows

Between

3 months |3 menths and
or less one year Total
201 Us$'000 US$'000 Us$'000
Amounts due to brokers, accruals and provisions (3,683) (483) {4,166)
{(3,683) {483) (4,166)

The fallure of the counterparty to a transaction to discharge its obligations under that transaction cou!d result n the Company suffering
a loss

None of the Company's financial labilities 1s past due or )impaired

Management of the nisk
The nsk 1s managed as follows

where the Investment Manager makes an investment (n a bond, corporate or otherwise, the credit rating of the 1ssuer 15 taken nto
account so as to determine the nsk to the Company of default,

- transactigns involving derivaiives are either exchange traded where the relevant exchange guarantees settlement or on an
over-the-counter basis Transactions are eniered into only with those counterparties approved by the credit department of the
Irvestrnent Manager Counterparties are selected on the basis of a number of risk mugration cniteria designed to reduce the risk to the
Company of default,

- nvestment transactions are carned out with a large number of brokers, whose credif-standard 1s reviewed periodically by the
tnvestment Manager, and imits are set on the amount that may be due from any one broker,

- the credit worthiness of financial institutions with whom cash 1s held 1s reviewed regularly by the Investment Manager
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In summary the maximum exposure to credit risk at 30 September 2011 was

Cash at bank and on deposit

BlackRock's Institutional Cash Fund

CFD portfolio

Qther recewables (amounts due from brokers, dividends and interest receivable)
Credit Default Swap

2om
Us$'000
35,177
8,900
1,120
887

650

{v) Fair values of financial assets and financial habilities

Financial assets and financial liatiies are either carred in the Statement of Financial Position at their fair values (investments and
derivatwes) or at an amount which 1$ a reasonable approximation of fair value (due from brokers, dividends and interest recevable, due to

brokers, accruals, cash at bark and bank overdrafts)

Fair values of financial assets and financial habihties

investments are held at fair value through profit or loss All current iabilities are held in the Statement of Financial Position

approximation of fair value

Fair value hierarchy disclosures

The table befow sets out fair value measurements using the IFRS 7 fair value hierarchy

Financial assets/(llabilities) at fair value through profit or loss

at a reasonable

Levet 1 Level 2 Level 3 Total
At 30 September 2011 US$'000 UsS$000 Uss'ooo US$'000
Assets
Equity investments 70,577 - - 70,577
P-Notes - 12,310 - 12,310
Investment in Cash Fund 8,900 - - 8,900
Contracts for difference (gross exposure) - 32,978 - 32,978
Credit default swaps - 650 - 650
Liabilities
Contracts for difference {gross exposure) - (8,563) - (8,563}
79,477 37,375 - 116,852

Categorisation within the hierarchy has been determined on the basis of the lowest level input that 1s sigmficant to the fair value

measurement of the relevant asset as follows

Level 1 - valued using quoted prices in an active market for identical assets

Level 2 - valued by reference to valvation techniques using observable inputs other than quoted prices within Level i

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

The valuation techniques used by the Company are explained in the accounting policies note on page 36

Contracts for difference, P-Notes and Credit Default Swaps have all been classified as level 2 investments as theur valuation has been
based on market observable inputs represented by the underlying quoted secunties to which these contracts expose the Company
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Notes to the Financial Statements contnued

16 Risk Management policies and procedures continued

(w1} Fair values of financial assets and financial habihties continued
Capital management pelictes and procedures

The Company’s capital management objectives are

- to ensure it will be able to continue as a going concern, and

- to achieve an annual dividend target and, over the longer term, capital grewth investing primarily in companies operating in or have

exposure to Frontier Markets

This 15 to be achieved through an appropriate balance of equity capital and gearing The Company operates a flexible gearing policy which
depends on prevailing conditions The policy 15 that debt should not be mare than 20% of the Company’s gross assets

The Company's total capital as 30 September 2011 was US$115,629,000

Risks associated with dernvatives

The Company may utilise both exchange traded and over-the-counter derivatives, including, but not imited to, CFDs and CDSs, as part of
its investment policy These instruments can be highly volatile and potentially expose investors to a tugher nisk of loss The low initial
margin deposits normally required to establish a position in such instruments perrmit a high degree of leverage As a result, depending on

the type of instrument, a relatively small movement in the price of a contract may result in a profit or loss which is high in proportion to the

value of the net exposures in the underlying CFD positions In addition daily imits on price fluctuations and specutative position imits on

exchanges may prevent prompt hquidation of positions resulting in potentiatly greater losses

The Company's current investment strategy specifically utiises CFDs The Company limits the gross market exposure, and therefore the
leverage, of this strategy to approximately 20% of the Company’s gross assets The CFDs utilised have a linear performance to referenced

stocks quoted on exchanges and therefore have a volatiity profile similar to the underlying stocks

Management of the nsk

- Economic exposure through derwvatives 1s resincted to approximately 100% of the gross asset value of the Company The gross value
represents the aggregate of the long and short exposures without netting and so within this imit market exposure may be significantly
less The net exposure refers to the market exposure the Cempany has to the underlying secunties on long CFD positions, less the
market exposure to the underlying securities on which the Company has taken short positions Further definitions are provided in the

glossary on page 61 To the extent derivatives are used to gear the Company’s portfolio, aggregate gearing will not exceed 20% of gross

assets Short positions may not exceed 10% of gross assets

- Exposures are monitored daily by the Investment Manager, BlackRock, and its independent sk management team The Company’s

Board also reviews exposures regularly

- The CFD positions are diversified across sectors and geographies comprising 22 positions as at 30 September 2011

The gross underiying notional exposures within the CFD portfolio at 30 September 2011 were

201 % of gross

USs000 assets

CFDs - gross exposure relating to short positions 8,563 74
CFDs - gross exposure relating to long positions 32,978 285
Gross economic exposure subject to a 100% restriction (see above) 41,541 359
Net market exposure 24,415 21

The economic exposures within the CFD portfolio can be closed out at any time by the Company with immed ate effect

Details of securities and exposures to market nisk, interest rate nisk and credit risk implicit wittin the CFD portfolio are given in note 16(1),

{(m) and (v}
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17 Related party disclosure
The related party transaction with BlackRock Investment Management (UK) Limited 1s set out 1n the Director’s Report on pages 16 and 17

The investment management fee for the period was US$1,155,000, as discussed in note 4 on page 37

At the period end, the follow:ng amount was outstanding in respect of investment management fees U$$1,155,000

The Board consists of five non-executive Directors, all of whom are considered to be independent by the Board None of the Directors has
a service contract with the Company With effect from 1 October 2011, the Chairman receives an annual fee of £28,000, the Charrman of
the Audit Commitiee recerves an annual fee of £23,000 and each of the other Directors receives an annual fee of £20,000

At 30 September 2011, the Directors” interests in the company’s Crdinary Shares were as follows

Ordinary Shares
Audley Twiston-Davies (Chairman} 85,000
John Murray -
Nick Pitts-Tucker 75,000
Lyns Ruddick 26,000
Sarmad Zok -

The Company has an investment in BlackRock’s Institutional Cash Fund of US$ 8,900,000 at the pericd end

18 Contingent habilities
There were no contingent labilities at 30 September 2011
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Analysis of Ordinary Shareholders

Analysis of Categories
As at 30 September 2011

No of Shareholders % No of Shares %

Indmiduals 3i 688 212,327 022
Bank or Nominees 408 067 93,857,128 9915
Insurance Company 3 Q67 22,850 002
Other Company 5 1 66,310 007
Other Corporate Body Q67 507,652 054
Total 450 100 0O 94,766,267 100 00

Band Analysis

As at 30 September 2011
Range No of Sharehotders % No of Shares %
1-1,600 15 333 7813 o0
1,001-5,000 166 36 89 586,843 0 62
5,001-10,000 78 1733 635,688 067
10,001-100,000 m 24 67 3,045,139 Kl
100,001-500,000 43 956 10,600,669 119
500,007-1,000,000 8 178 6,203,328 6 54
1,000,001 and above 29 644 73,686,787 7776
Total 450 100 00 94,766,267 100 00
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Shareholder Information

Financial calendar
The timing of the announcement and publication of the Company's
results may normally be expected in the manths shown below

November/December
Annual results

November/December
Annua! report and financial statements published

February
Annual General Meeting

May
Ha'f yearly figures to 31 March announced and half yearly financial
report published

Ordinary share price

The Cornpany's mid-market ordinary share price 1s quoted dasly in The
Financial Times and The Times under “Investment Companies” and in
The Daily Telegraph under "Investment Trusts™ The share pnce 15 also
available on the BlackRock Investment Management (UK) Limited
(“BlackRock™) website at www blackrock co uk/brfi

Payment of dividends

Cash dividends will be sent by cheque to the first-named shareholder
at their registered address The Board has arranged for all
shareholders to receve therr dwidends in Sterling unless they elect
otherwise Shareholders who wish to receive their dividends in

US Dollars should complete and return the enclosed Currency Election
Form Dividends may also be paid direct into a shareholder's bank
account via BACSTEL-IP (Bankers’ Automated Clearing Service -
Telecom Internet Protocol) This may be arranged by contacting the
Company’s registrar, Computershare Investor Services on

0870 707 4027 or by completing the Mandate Instructions section on
the reverse of your dwvidend counterforl and sending this to the
Company’s registrar, Computershare Tax vouchers will be sent to
shareholders at their registered address, unless other instructions
have been given, to arrive on the payment date

Dvidend timetable

Ex-div date 25 January 2012
Record date 27 lanuary 2012
Last day for recept of currency elections 30 January 2012

Pay date 24 February 2012
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ISIN/SEDOL numbers
The ISIN/SEDCL numbers and mnemonic codes for the Company's
shares are

ISIN GBOOB3SXM832
SEDOL B3SXM83
Bloomberg code BRFI LN Equity
Ticker BRF

Share dealing

Investors wishing to purchase more shares in the Company or sell all
or part of their existing holding may do so through a stockbroker Most
banks also offer this service For existing shareholders the Company's
registrar, Computershare Investor Services PLC, has introduced
internet and telephone share dealing services The telephone share
dealing service 15 available on 0B70 703 0084 To access the internet
share dealing service log on to www computershare com/dealing/UK
To use these services, you will need your sharehclder reference
number, which 1s detailed on your certificate

Internet dealing - The fee for this service 1s 0 5% of the value of each
sale or purchase of shares {subject to a minimum of £15) Stamp duty
of 0 5% 1s payable on purchases

Telephone dealing - The fee for this service will be 1% of the value of
the transaction (subject to 2 minimum of £25)

CREST

The Company’s shares have joined CREST, an electronic system for
uncertificated securities trading Privaie investors can continue to
retain therr share certificates and remain outside the CREST systemn

Private investors are able to buy and sell their hotdings in the same
way as they did prior to the introduction of CREST, although there may
be differences in dealing charges

Electromec communications

Computershare provides a service 1o enable shareholders to receve
correspondence electronicaily (including annual and half yearly
financial reports) If they wish if a shareholder opts to receve
documents in this way, paper documents will only be available on
request (unless electronic submission fails, in which case a hard copy
will be mailed to the investor’s last known addsess) Shareholders who
opt for this service would receve a Notice of Availability wia e-mail
from Computershare with a link to the relevant secticn of the
BlackRock website where the documents can be viewed and printed

For more information, to view the terms and condittons and to register
for this service, please visit Computershare’s internet site at

www Investorcentre co uk/ecomms [you will need your shareholder
reference number, which 1s given on your share certificate or tax
voucher)




Electronic proxy voting

Shareholders are able to submut their praxy votes electronically via
Computershare's internet site at www-eproxyappomntment Com using a
unique 1dentificatron PIN which will be prowvided with voting
instructions and the Notice of Annual General Meeting CREST
members who wish to appoint one or more proxies or give an
instruction through the CREST electronic proxy appomtment service
may do 50 by using the procedures described in the CREST manual
More details are set out «n the notes on the Form of Proxy and the
Notice of Annual General Meeting

Risk factors
> As the Company nvests (n Frontier Markets, the value of its shares
15 also affected by changes in rates of exchange

» The pnce at which the Company’s ordinary shares trade on the
London Stock Exchange 1s not the same as their NAV {although
they are related) and therefore you may realise returns which are
lower or higher than NAV performance

» There may be exposure to significant economic, political and
currency nsks due to the location of the operation of the
busingsses m which the Company may invest

» Shares in businesses in wiuch the Company invests can prove
velatile and this may be reflected in the Company’s share price

» Ordinary shares are only suitable for investors who understand the
potential nsk of capral loss and that there may be imited hiquidity
In the underlying investments of the Company, for whom an
Investment m ordinary shares constitutes part of a diversified
investment portfolio, and who fully understand and are willing to
assume the nsks involved in investing in the Company

» Past performance 1s not necessarily a guide to future
performance The value of your investment in the Company and
the income from 1t can fluctuate as the value of the underlying
investrnents fiuctuates

Nominee code
Where shares are held in a nommee company name, the Company
undertakes

» to provide the nomunee company with multiple copies of
shareholder communications, so long as an indication of quantities
has been prowided in advance,

P to allow investors holding shares through a nominee company o
attend general meetings, provided the correct authonty from the
neminee company 15 available,

Nominee companies are encouraged 1o provide the necessary

authonity to underlying shareholders to aitend the Company’s general
meetings
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Publication of NAV /portfolio analysis

The NAV per ordinary share of the Company 1s calculated and
published daily, with details of the Company’s investments and
performance being published monthly

The dally NAV and monthly information are released through the
London Stock Exchange's Regulatory News Service and are available
on the BlackRock website at www blackrock co uk/brfi and through
the Reuters News Service under the code “BLRKINDEX", on

page 8800 on Topic 3 (ICV terminals) and under “BLRK” cn Bloomberg
(monthly information only)

Internet access

Other details about the Company are also avadable on the BlackRock
webhsite at www blackrock co uk/briv and shareholders can check
details of their holdings on Computershare’s website at

www-uk computershare com/investor

The financial statements and other literature are published on the
BlackRock website Visiiors to the website need to be aware that
legislation in the United Kingdom governing the preparation and
dissemination of the financial statements may differ from iegislation in
ther Junsdiction

Shareholders can also manage their shareholding online by using
Investor Centre, Computershare’s secure website, at

www Investorcentre co uk To access Computershare’s website you will
need your shareholder reference number (SRN) which can be found on
paper or electronic communications you have previously received from
Computershare Listed below are the most frequently used features of
the website

» Holding enguiry - view balances, values, history, payments and
reinvestments

P Payments enquiry - view your dividends and other payment types
» Address change - change your registered address

» Bank detais update - choose to receve your dividend payment
directly into your bank account instead of by cheque

» e-Comms sign-up - choose to receive emall notificattan when your
shareholder communications become available instead of paper

communications

» Qutstanding payments - reissue payments using the online
replacement service

» Downloadable forms - including dividend mandates, stock transfer,
dividend reinvesiment and change of address forms
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Shareholder Information continued

Stocks and Shares Individual Savings Accounts (“ESA™)

ISAs are a tax-efficient method of investment and the Company's
shares are eligible investments within a stocks and shares Indwdual
Savings Account Investors currently have an annual I1SA allowance of
£10,680

Shareholder enquines

The Company's registrar 1s Computershare Investor Services PLC In
the event of queries regarding your holding of shares, please contact
the registrar on 0870 707 4027 Changes of name or address must be
notified In writing to the registrar at

Computershare tnvestor Services PLC
The Pawvilions

Bridgwater Road

Bristol BS99 627

Certain details relating to your helding can also be checked through
the Computershare investor centre website As a securnity check,
specific informatran needs to be input accurately to gain access to an
individual’s account This includes your shareholder reference number,
available from either your share certificate or tax voucher The address
of the Computershare website 1s

www-uk computershare com/mnvestor

General enquines
Enquines about the Company should be directed to

The Secretary

BlackRock Frontiers investment Trust plc
12 Throgmorton Avenue

London EC2N 2DL

Telephone 0800 44 55 22
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Notice of Annual General Meeting

Notice 1s hereby gwven that the first Annual General Meeting of
BlackRock Fronters Investment Trust plc (“the Company™) will be held
at the offices of BlackRock Investment Management (UK} Limited, at
12 Throgmorton Avenue, London EC2ZN 2DL on Tuesday, 21 February
2012 at 12 00 noon for the purpose of considering and, if thought fit,
passing the following resolutions (which will be proposed, in the case
of resolutions 1 to 11, as erdinary resolutions and, in the case of
resolutions 12 and 13, as specia! resolutions)

Ordinary Business

Ordinary Resolutions

1 To recewve the report of the directors of the Company {“the
Directors”) and the Financial Statements for the financial peniod
ended 30 September 2011 together with the report of the auditors
thereon

2 To approve the Directors’ remuneration report for the penod
ended 30 September 2011

3 To approve the payment by the Company of a final didend of
3 00 cents per ordinary share in respect of the perod ended
30 September 2011

4 To re-elect Mr John Murray as a Director

5 To re-elect Mr Nicholas Pitts-Tucker as a Director

6 To re-elect Ms Lynn Ruddick as a Director

7 To re-elect Mr Audley Twiston-Davies as a Director

8 Toreelect Mr Sarmad Zok as a Director

% To reappoint Ernst & Young LLP as auditors to the Company to
hold office from the conclusion of the first annual general meeting
of the Company unul the conclusion of the next general meeting at
which financial statements and reports are laid before the

Company

10 To authorise the Directors to determine the auditors’
remuneration
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Special Business

Ordinary resolution

11 That, in substitution for all exsting authonties, the Directors of the
Company be and they are hereby generally and unconditionally
authensed pursuant to section 551 of the Companies Act 2006
(the “Act”}, 1o exercise all the powers of the Company to allot
shares in the Company and to grant nghts to subscnbe for or 10
convert any secunty into shares in the Company (“Secunties”), up
to an aggregate nominal amount of US$47,383 13 (being 5% of the
aggregate nominal amount of the 1ssued ordinary share capital of
the Company at the date of this notice) provided this authority
shall expire at earher of 31 March 2013 and the cenclusion of the
annual general meeting to be held in 2013 but so that the
Company may, before such exprry, make any offer or agreement
which would or might require Secunities to be aflotted pursuant to
any such offer or agreement as if the authonity hereby conferred
had not expired

Special Resolutions
To consider and, if thought fit, pass the foliowing resolutions as special
resolutions

12 That, in substitutian for all existing authonties and subject to the
passing of resclution numbered 11 above, the Directors of the
Company be and are hereby empowered pursuant to sections 570
and 573 of the Act to allot and make offers or agreements to allot
equity securities {as defined (n section 560 of the Act), and to sell
equity secunities held by the Company as treasury shares (as
defined Iin section 724 of the Act) for cash pursuant to the
authority granted by the resolution numbered 11 abeve, as if
section 561(1) of the Act did not apply to any such allotments and
sales of equity secunties, provided that this power

{a) shall expire at the earlier of 31 March 2013 and the conclusion
of the annual general meeting of the Company to be held in
2013, except that the Company may before such expiry make
offers or agreements which would or might require equity
secunties to be allotted or sold after such expiry and
notwithstanding such expiry the Directors may allot and seli
equity securities in pursuance of such offers or agreements,

{b) shall be hmited to the allotment of equity securities and/or the
sale of equity secunties held in treasury for cash up to an
aggregate nominal amount of US$47,383 13 (representing
approximately 5% of the aggregate norminal amount of the
1ssued ordinary share capital of the Company at the date of
this notice), and

{c) shall be hmited to the allotment of equity secunties and/or the

sale of equity secunties held in treasury at a price of not less
than the net asset value per share
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Notice of Annual General Meeting continued

13 That, in substitution for all exssting authonties the Company be
and it 1s hereby authornised in accordance with section 701 of the
Act to make market purchases within the meaning of section
$93(4) of the Act of ordinary shares of US$0 01 each in the
capital of the Company (*Shares”) provided that

(8} the maximum number of Shares hereby authorised to be
purchased 1s 14,205,463 (being the equivalent of 14 99% of
the Company's 1ssued share capital at the date of this notice),

(b} the mimmum price {exclusive of expenses) which may be paid
for a Share shall be 1 cent {or the sterling currency
equivalent), being the nominal value per share,

(c} the maximum price (exclusive of expenses) which may be paid
for a Share shall be the higher of (1) 5% above the average of
the market vatue of a Share ior the five business days
immediately preceding the date of the purchase as derived
from the Daily Official List of the London Stock Exchange and
(1) the higher of the price guoted for (a) the last iIndependent
trade ¢f and (b) the highest current independent bid for, any
number of Shares on the trading venue where the purchase i1s
carried out, and

{d

—3

the authority hereby conferred shall expire at the earher of

31 March 2013 and the conclusion of the annual generat
meeting of the Company in 2013 save that the Company may,
prior to such expiry, enter into a coniract to purchase Shares
which will or may be completed or executed wholly or partly
after such expiry

All Shares purchased pursuant to the above authonty shall be
either

(@) held, sold, transferred or otherwise dealt with as treasury
shares in accordance with the provisions of the Act, or

{b) cancelled immediately upon completion of the purchase

By order of the Board

BlackRock Investment Management (UK} Limited
Cornpany Secretary

2 December 2011

Registered Office

12 Throgmorton Avenue
London ECZN 2DL
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Notes

1

a

12

A member enttled to attend, speak and vote at the meeting convened by the above Nouce is entitled to appoint one or more proxies to exercise all or
any of the rights of the member to attend, speak and vote in his place A proxy need not be a member of the Company If a member appoints more than
one proxy to attend the meeting, each proxy must be appomted to exercise the nghts attached o a different share or shares held by the member

To appoint a proxy you may use the form of proxy enclosed with this annual report To be valid, the form of proxy, together with the power of atiorney or
other authonty (if any) under which it 1s signed or a notarially certified copy of the same, must be completed and returned to the office of the Company’s
registrar in accordance with the instructions printed thereon as soon as possible and in any event by not later than 12 00 noon on 17 February 2012

Amended instructions must 2lso be receved by the Company’s registrar by the deadhine for receipt of proxies Alternatively you can vote or appoint a
proxy electrontcally by visiting www eproxyappeintment com You will be asked to enter the Control Nurnber, the Shareholder Reference Number and PIN
which are printed on the form of proxy The latest time for the submisston of proxy votes electromically 15 12 00 noon on 17 February 2012

Completion and return of the form of proxy will not prevent a member from attending the meeting and voting in person If you have appointed a proxy and
attend the meeting in person, your proxy appontment will be automatically terminated

Any person [a “Nominated Person”) receving a copy of this Notice as a person nominated by a member to enjoy information nghts under section 146 of
the Companies Act 2006 ("the Act”) should note that the provisions in Notes 1 to 2 above concerning the appoiniment of a proxy or proxies to attend
the meeting in place of a member, do not apply to 8 Nominated Person as enly shareholders have the night to appoint a proxy However, a Nominated
Person may have a nght under an agreement between the Nominated Person and the member by whom he or she was nominated to be appointed, or to
have somegne else appointed, as proxy for the meeting If a Nominated Person has no such proxy appointment right or dces not wish to exercise i,
he/she may have a nght under such agreement to give instructions to the member as to the exercise of voting rights at the meeting

Nominated persons should also remember that ther main point of contact in terms of their investment n the Company remans the member who
nominated the Nominated Persen to enjoy the information rights (or perhaps the custodian or broker who administers the investment on their behalf)

Nominated Persons should continue to contact that member, custedian or broker (and not the Company) regarding any changes ar queries relating to the
Nominated Person's personal detads and interest in the Company (including any administrative matter) The only exception to this (s where the Company
expressly requests a response from the Nommated Perseon

Only shareholders registered in the register of members of the Company by nct later than 6 00 p m two days prior to the date fixed for the meeting shall
be entitled to attend and vote at the meeting in respect of the number of shares registered in their name at such time If the meeting s adjourned, the
time by which a person must be entered en the register of members of the Company in order to have the right to attend and vote at the adjourned meeting
15600 pm two days prior tc the date of the adjournment Changes tc the register of members after the relevant times shall be disregarded in determining
the rnights of any person to attend and vote at the meeting

In the case of Joint helders, the vote of the senior holder who tenders a vate whether in person or by proxy shall be accepted to the exclusion of the votes
of the other joint holders and, for this purpose, seniority will be determined by the order in which the names stand in the register of members of the
Company 1n respect of the relevant joint holding

Shareholders who hold their shares electrenically may submit their votes through CREST, by submitting the appropriate and authenticated CREST message
50 as to be receved by the Company's regrstrar not later than 48 hours before the start of the meeting Instructtons en how to vote through CREST can
be found by accessing the following website www euroclear com/CREST Shareholders are advised that CREST and the internet are the only methods by
which completed proxies can be submitted electroncaily

If you are a CREST system user {including a CREST personal member) you ¢an appoint one or more proxies or give an INStruciion 1o a proxy by having an
appropriate CREST message transmitted To appoint one or more proxtes or {0 give an mstrugtion to a proxy (whether previously appointed or otherwise)
via the CREST system, CREST messages must be recewved by Computershare {ID number 3RA50) not later than 48 hours before the time appointed for
holding the meeting For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp generated by the CREST system)
from which Computershare 1s able o retrieve the message GREST personal members or ather CREST sponsored members should contact thewr CREST
sponsor for assistance with appomting proxies via CREST For further nfermation on CREST procedures, imitations and system timings please refer 1o
the CREST manual The Company may treat as wwvalid a proxy appontment sent by CREST in the crrcumstances set out in Regulation 35(5)(a) of the
Uncertificated Securnties Regulaticns 2001

If the Chairman, as a result of any proxy appointments, 1s given diseretion as to how the votes subject of those proxies are cast and voting rights in respect
of those discretionary proxies, when added to the interest in the Cornpany’s securities already held by the Charman, result in the Chairman holding such
number of voting rights that he has a notifiable obhgation under the Disclosure and Transparency Rules, the Chairman will make the necessary
notfications to the Company and the Financial Services Authorty As a result, any member holding 3% or more of the voting rights in the Company, who
grants the Chairman a discretionary proxy in respect of some or all of those voung rights and so would otherwise have a notification obligation under the
Disclosure and Transparency Rules, need not make a separate notification to the Company and the Finaneial Services Authority

Any guestion relevant to the busmess of the meeting may be asked at the meeung by anyone permitted to speak at the meeting A shareholder may
alternatively submiz a question in advance by a letter addressed to the Company Secretary at the Company’s registered office Under section 319A of the
Act, the Company must answer any guestion a shareholder asks relating to the business being dealt with at the meeting, unless {1) answering the guestion
would interfere unduly with the preparation for the meeting or invalve the disclosure of confidential information, (n) the answer had already been given on
awebsite in the form of an answer to a question, or () 1t 1s undesirable in the interests of the Company or the good order of the meeting that the question
be answered

Any gorperation which 1s @ member can appoint one or more gorporate representatives who may exercise on its behalf all of tts powers as @ member
provided that, If it 1S appointing maore than one ¢corporate representative, it does not do so in relation to the same shares
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Under section 527 of the Act, members meeting the threshold requirements set out in that section have the nght to require the Company to publish on

a website a statement setting out any matter retating to

{0 the audit of the Company's accounts (Including the audtors” report and the conduct of the audit) that are laid before the meeting, or

{j any crreumstance connected with an auditor of the Company ceasing to hold office since the previous meeting at which annuaf accounts and reports
were laid in accordance with section 437 of the Act The Company may not require the members requesting such website publication to pay its
expenses In complying with sections 527 or 528 of the Act Where the Company 15 required to place a statement on a website under section 527 of
the Act, it must forward the statement to the Company's audrors not later than the time when it makes the statement available on the website The
business which may be dealt with at the meeting includes any statement that the Company has been required under section 527 of the Act to publish
on a website

Under sections 338 and 338A of the Companies Act 2006, members meeting the threshold requirements in those sections have the right to require the

Company

() to gwe, to members of the Company entitled to recewve notice of the meeting, notice of a resolution which may properly be moved and is intended
to be moved at the meeting, and /or

() te include v the business to be dealt with at the meeting any matter {cther than a proposed resolution) which may be properly included in the
business

A resclution may properly be moved or a matter may properly be included (in the business unless

{a} {in the case of a resolution anly) it would, if passed, be ineffective {whether by reason of Inconsistency with any enactment or the Company'’s
constitution or otherwise),

{b) w15 defamatory of any person, or

{e) stis frivelous or vexatious

Such & request may be in hard copy form or in electronic form, and must identify the resolution of which notice 1s to be given or the matter to be included

in the business, must be authonised by the person or persons making it, must be recewed by the Gompany not later than 10 January 2012, being the date

six weeks clear before the meeting and (in the case of a matter to be included tn the business only) must be accompanied by a statement setting cut the

grounds for the request

Further information regarding the meeting which the Company (s required by section 311A of the Act to publish on & website in advance of the meeting

(including this Notice), can be accessed at www blackrock co uk/its

As at the date of this report, the Company’s 1ssued share capital comprised 94,766,267 ordinary shares of 1 cent each (none of which are held in treasury)

and 50,000 management shares of £1 00 each Each ordinary share carries the right to one vote at general meetings Therefore the total number of voting

rights in the Company on 2 December 2011 15 94,766,267

No service contracts exist between the Company and any of the Directers, who hold office in accerdance with letters of appointment and the Articles of

Association Copies of the Directors’ letters of appointment will be available for inspection at the Company's registered office from 2 December 2011

until the time of the meeting and at the meeting venue itself for at least 15 minutes prior to the meeting until the end of the meeting
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Glossary

Net asset value per share {"NAV”")

This 1s the value of the Company’s assets attributable to one ordinary
share It is calculated by dividing “equity shareholders’ funds” by the
total number of ordinary shares in 1gsue For example, as at

30 September 2011 equity shareholders’ funds were worth
US$115,629,000 and there were 94,766,267 ordinary shares in 1ssue
(excluding treasury shares), the undiluted NAV was therefore 122 01
cents per ordinary share Equity shareholders’ funds are calculated by
deducting from the Company’s total assets, 1ts current and long term
liabilities and any provision for liabilities and charges

Discount

Investment trust shares frequently trade at a discount to NAV This
occurs when the share pnce 1 less than the NAV n this
circumstance, the pnce that an investor pays or receives for a share
would be less than the value attiibutable to 1t by reference to the
underlying assets The discount 1s the difference between the share
price (based on mid-market share prices) and the NAV, expressed as a
percentage of the NAV For example, if the share price was 90 cents
and the NAV 100 cents, the discount would be 10%

Premium

A premium occurs when the share price is more than the NAV and
investors would therefore be paymg more than the value attributable to
the shares by reference to the underlying assets For example, if the
share price (based on mid-market share prices) was 100 cents and the
NAV 90 cents, the premium would be 11 1% Discounts and premia are
mainly the consequence of supply and demand for the shares on the
stock market

Credit default swap ('CDS’)

An agreement designed io switch economic exposure between two
parties It 1s often characterised as an insurance policy but as there 15
no requirement to hold any asset 1t 1s a dervative 1t 15 possible to be
either a buyer or seller of “insurance’, the buyer pays a penodic iee (a
premiym) for protection against a specific event (e g a bond default)
the seller would receive Income but bear the cost of default The
Company does not sell protecticn but may buy it from tme to tme to
hedge exposure and spread risk

Promissory notes (P-Notes)

Promissory notes 1ssued by certain counterparty banks that are
designed to offer the holder a return hinked to the performance of a
particutar underlying equity security or market, and used where direct
investment in the relevant underlying equity secunty or market 1S not
possible for regutatory or other reasons
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Contract for Difference

A Contract for Difference 1s an agreement to exchange the difference
in value of a particular share or index between the time at which a
contract 1s opened and the time at which it i1s closed A CFD allows an
Investor 10 gain access to the movement in the share price by putting
down a small amount of cash known as a margin which can range
between 1% and up to 80% of the market value of the underlying
Security

CFDs do not have an expiry date like options or futures contracts As
opposed to an expiry date a CFD 1s effectively renewed at the ciose of
each trading day and rolled forward if desired

Short and long exposures

CFDs enable an investor to benefit from the price of a stock falling as
well as nsing This enables the investor to benefit from negative as
well as positive views on indwidual stocks Entering into 8 CFD that
results in a profit where the share price movement falls 1s referred to
as taking a short position The counterparty pays the investor margin
interest on short positicns and deductions are made from the value of
the shert CFD contract in respect of dividends payabie i relation to
these stocks

Entering into a CFD contract that results in a profit if the price of the
stock rnises 1s referred to as taking a long position The nvestor pays
the counterparty margin interest on long positions and receives
payments from the counterparty in respect of dividends payable n
relation to these long positions

Net and gross exposure

Market exposure gained through a CFD contract refers to the gross
market value of the underlying secunties to which the investor i1s
exposed through the CFD contract

Gross exposure refers to the total exposure the investor has through
both long and short positions added together For example, an investor
who has 110% long market expesure through CFDs and 20% shost
market exposure through CFDs has gross market exposure of 130%

Net exposure refers to the exposure the investor has through long
positions less any short positions For example, an investor who has
110% long market exposure through CFDs and 20% short market
exposure through CFDs has net market expaosure of 90%, this method
of measurement 1s looking at the net directional market exposure and
takes into account the fact that teng and short posions theoretically
offset one another when the market moves m a particular direction
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