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DIRECTORS' REPORT
For the year ended 31 December 2011

The directors submut therr report and accounts for Sarasin Investment Funds Limited (“the Company®) for the year ended
31 December 2011

Activities '

The pnncipal activity of Sarasin Investment Funds Ltd (the Company) 1s that of an Authonsed Corporate Director {(“ACD")
of Sarasin Funds ICVC, an Open Ended Investment Company (“OEIC") which cumrently has twelve subfunds, and of
Sarasin Fund for Chanties, an QEIC which currently has one subfund The Company also acts as Manager for the Alpha
CIF for Endowments and the Alpha CIF for Income & Reserves hoth of which are common investment funds suitable for
Chanties The Company also acts as ACD to the Mazener Fund The Company I1s regulated by the Financial Services
Authonty (FSA) and 1s a member of the Investment Management Association (IMA}

Review of Affairs

2011 was a year of consistent and significant market events, from the natural disaster in Japan, the socral uprising In
the Middle East and North Africa to political and ecenomic upheaval across Europe

Whilst the volatility of recent years has subsided to a degree, this remained a factor in 2011 but alt funds were pnced
and accepted dealing on all business days without suspension There were however, concentrated cases of significant
volatility which were monitored closely to assess whether there was a requirement to Fair Value Pnce (FVP) the funds The
Company's FVP Policy was invoked on fourteen occasions durning the year n order to minimize the impact and protect
shareholders from any potential arbitrage

During 2011 flows inte the funds have generally been encouraging with inflows on a net basis experienced across all
structures  The most significant net inflow was seen on the Alpha Funds which combined added over £120m In new
Investment the vast majonty of which was into the Endowments Fund The Sarasin ICVC received net subscnptions of
£51m over the year, helped by the launch of two additional sub-funds, EquiSar — Socially Responsible and EquiSar —
Socially Responsible (Sterling Hedged) which launched with a combined £120m The Fund for Chanties NURS and the
Mazener Fund also received modest net inflows over the year

Viewing the Funds indwidually, global equity products suffered in terms of net redemptions EquiSar Global Thematic
suffered a net redemption of £64m which, when coupled with performance, shed just under a quarter of the total fund
size compared 1o the start of the year The Sterling Hedged version of the fund alsc suffered a net redemption of £30m
which, when factonng in performance, resulted in the fund finshing the year & third smaller EquiSar [IID saw net
redemptions of £36m which contributed 1o the fund shedding 38% of its NAV over the course of the year Some of these
outflows were remnvested intc the newly launched Socially Responsible funds GlobalSar — Cautious suffered a net
redemption of £44m which, alongside negative performance figures, reduced the fund size by 25%

There were however positives In addition to the fund launches, Intemational Equity Income received a net subscrption of
£75m, contnbuting to increasing the size of the fund by a quarter in 2011, and AgnSar was boosted by a net subscnption
of £36m adding 10% to the fund, despite negative performance in both

In terms of investment performance over the twelve months, global and UK specific equity funds were the worst
performng  EquiSar Global Thematic fell 12% (both unhedged and stering hedged) for the year leaving them both 7%
below benchmark for the year Some protection was offered by EquSar I1IID which fell 8% in the year, and 17% under
benchmark

UK thematic funds fell 9% (long only) and 15% ({(Opportunities), equating to -5% and 12% below their respective
benchmarks AgnSar was down almost 16%, more than 10% off its benchmark

The Intemational Equity Income funds faired better, though both the unhedged and sterling hedged funds felt 7% in the
year and ended just under 2% below their benchmarks

Bonds were the strongest asset class over the course of the penod The multrasset fund GlobalSar — Cautious posted
negative retums In both absolute (4%) and relative (12%) terms respectively Sterling Bond rose by 10%, though this was
6% behind benchmark (all figures based on retall accumulation shares)

2012 will see the launch of a new Fund of Funds umbrella structure with two sub-funds initially, one with a global equity
mandate and the other operating a global diversified strategy
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DIRECTORS’ REPORT
For the year ended 31 December 2011

Risk Management Objectives, Policies and Strategies

Assessing and assuming nsks are an integral part of any asset management business The achievement of a reasonable
return on any Investment inevitably entails a degree of nsk tolerance n the long run, 1t 1s particularly important to have a
full overview of total nsk exposure of your mvestment at all umes The Bank Sarasin & Cie AG (“Bank Sarasin”} group of
companies (“Sarasin”) therefore employs a clearly defined, transparent and integrated system of nsk management
covenng all its business segments, which it continuously updates to accommodate new developments This obviously
requires considerable human and technological resources Given the volatility of financial markets, the quality of nsk
management has become a crucial competiive factor i our industry  Active nsk management mwwmises undesirable
nsks and allows the Sarasin (UK} Ltd group of companies (“the Group”) capital 10 be employed more efficiently to the
benefit of members and all other stakeholders Risk management 1s therefore a vital link in the value creation chain, as it
flags up real and potential nsks for the group s decision-makers

Risk culture

The quality of nsk management achieved i a business 18 not simply a question of adhering to formalised internal and
external regulations The rnisk awareness of the management 1S equally )/mportant Quantitative techriques, which ofien
tend to be the focal point of analysis, are just one part of a comprehensive nsk management system It is equally
important to develop an appropnate nsk culture, as part of the overall business culture One of the central elements of a
sound nsk culture 1s the discipline and diligence of those responsible in performing their duties in the risk management
process Here the Group requires integnity and nsk-aware conduct from individual employees at every level, and stresses
the importance of clearly defined responsibilities and powers

Risk management organisation
Risk management responsibilities

The Management Board of the Group carnes ultimate responsibiity in the Group multievel rnsk management
organisation It 1s responsible for formutating and implementing the Group s nsk policy It also defines the nsk strategy
the basic nsk management parameters (e g Imits and systems), the nsk appetite and the responsibihties for nsk
rnonltormg

The Management Board 1s responsible for implementing the nsk management and nisk controfing principles approved by
the CEQ Office To ensure holistic nsk management, the Management Board has appointed an independent consultant to
chatr an intemal nsk commuttee

The Risk Cornmittee (' Commuittee”) 1s responsible for ensuring adequate pohices and procedures are in place to control
and mitigate nsks within the Group It 1s the remit of the Committee to promote nsk awareness and ensure compliance
with the approved nsk standards and to draw the attention of the Management Board to any nsks that it perceves are
not being fully addressed The Committee comprises of representatives from all business units, including staff from the
relevant specialist units {Comphance and the Risk Office) The Committee meets at least once a month

Risk controling 15 the responsibility of the Risk Office, Compliance and Intemal Audit departments, which report directly
to the Management Board and are therefore independent from an organisational perspective, of the business entities
that actively manage nsk This separation of functions ensures that the business units which reach decisions about the
level and extent of nsk exposure act totally independently of the departments that analyse the nsks and monitor
adherence to intemal controls and imits

The Comphance business unit adwses the Group’s senlor management, as well as its dmasions and subsidianes, In
meeting 1ts regulatory responsibility and ensures that the Group’s business actwities in the UK and abroad comply with
the apphcable legal and regulatory framework, together with the generally accepted market standards and codes of
conduct Compliance puts in place the approprate operational measures and precautions, and i particular ensures that
an appropriate system of policy and procedure exists It also makes arrangements for the involvement of all staff in the
maintenance of compliance at the approprate level The Comphance function ensures that the Group s structure and
business processes adhere to a legally acceptable format, especially in the areas of provision of services to clients and
product marketing As far as compliance and legal nsks are concemed, there 1s also regular and comprehensive nsk
reporting to the Management Board

The Group Risk Office performs indepth analysis of ts market, counterparty and operational nsks it assesses the nsk
potential, and ensures adequate nsk misigation 15 1n place to adjust the Group's risk profile It 15 responsible for ensunng
comphance with the nsk management process The Risk Office submits indmidual reports to the Management Board and
those responsible for nsk

Sarasin Investment Funds Limited 5




DIRECTORS' REPORT
For the year ended 31 December 2011

Risk Management Objectives, Policies and Strategres {continued) T

Risk categones

The business actmties in which the Group 1s involved are basically exposed to the following investment management
nsks

» Market risks

s Liquidity nsks

+ Counterparty nisks

+ Operational nisks

Risk management process

A clearly structured and transparent sk management process ensures that the pnncipal nsks are identified in good time
and are fully documented, and that they can be 1dentified, imited and momnitored in a suitable fashion The process 1S
applied to all nsk categones, both indvidually and coliectively Especially when introducing new business transactions
and new procedures, the nsk management process 1s the basis for comprehensive assessment and rating of the nsks
assocrated with a new activity or new process The Group has established a clear process for analysing and checking
actual or potential nsks before entenng into any new business This process involves all dvisions, including Platform {IT,
Operations, efc } Compliance, Accounting and the Risk Office The involvement of all these dvisions at an early stage
ensures a comprehensive, cross-discipline assessment of every new business transaction or process and its associated
nsks

The purpose of nsk identification is to detect the emergence of new nsks or any change to existing risks, and to analyse
their impact

Risk measurement makes 1t possible to evaluate and limit identified nsks with the help of suitable methods and models,
an the basis of systematically recorded and continuously reviewed data

Risk reporting covers the comprehensive, continuous and timely reporting of nsk to management (Management Board
and heads of division) and the vanous stakeholders

The Risk Office seeks to control certain nsks and ensure they comply with the approved imits and guidelines In terms of
organisation, the Risk Office must be separated from the operational dvisions to reduce or mimimise conflicts of interest

Market and iquidity nsks
Market risks

Market nsk refers to the nsk of a loss due to changes in the market pnces of interest-rate products, currencies, equities
and other secunties  The Asset Management unit utiises a vanety of tools to imit these nsks for the benefit of our
clients Tools used across our products and client peortfolios to model and limit these nsks dependant on the
sophistication of the client mandate, include

= Value at Risk (VaR) limits The nsk measure VaR quanufies the potential mnimum future loss of a pontfohio over the
holding pened in question for a given confidence level The VaR method applied 1s based on the Monte-Carlo
appreach and assumes a 99% confidence interval with a holding penod of one day

+ Stress analysis and Imits In order to be able to assess the market nsk under abnormal market conditions This
technique 1s based on histonc events and calculates the theoretical loss incumed by revaluing the positions based on
those events We use this analysis w our denvatives based wwestment mandates, in order 10 estmate and contan
the loss potential following abnormal and combined changes in the market The stress scenanos are continuously
reviewed 10 make sure they are up to date and are the most appropnate scenarios to test our products and
portfolios

The Risk Office 15 responsible for independent nsk monitonng and nsk reporting to the various decision-makers  Where
hmits are overrun, clear escalation and reporting procedures are defined to ensure that the hmits are restored
immediately

Liquidity nsks

Operational hiquidty management in the dayto-day running of the business 1s overseen by our Finance department Its
tasks include controlling payments, planning the anticipated cash flows and secuning iqudity in the dayto-day business

Sarasin nvestment Funds Limited 6



DIRECTORS' REPORT
For the year ended 31 December 2011

Risk Management Objectives, Policies and Strategies (continued)

Counterparty risks
Counterparty Risk 1s measured and monitored in the following ways
Over The Counter (OTC) Counterparty Risk

Trading with OTC counterparties involves the detailed analysis of, and communication with, a participating broker that will
result in an Intemational Swaps and Denvatives Association (ISDA) Master Agreement This 1S a ilateral agreement that
allows parties to enter Into the transaction of denvative trading with clear responsibilities that are both agreed upon and
are legally binding

A daily OTC counterparty nsk report 1s run by the Risk Office which measures the amount of exposure each client has to
the OTC instruments as a percentage of overall assets Pre defined warming limits are set so that the appropnate people
are alerted to potential breaches

Agency Broker Counterparty Risk

A key aspect of gur analysts 1s the initial credit assessment for new counterparties This involves but 1s not extensively
limited to, counterparty credit ratings from external rating agencies (S&P, Moodys, Rich), financial due dibgence and
approval by the Risk Commutiee

The Group trades exclusively on a Delivery versus Payment (DVP) basis This procedure ensures that payment and asset
are exchanged simultaneously reducing the risk for the payee to be left without funds should the other side fall into
financial trouble

Issuer Counterparty Risk

The Group logks at the overall amount of counterparty nsk that the business 1s exposed to from the total holdings held by
clients and funds This report allows the executive management to decide upon the consummate amount of nsk the
business s willing to expose itself to

Proprietary Counterparty Risk
The Group also monitors ItS own exposure to counterparty nsk with group wide measures and monitoning

At the heart of these measures lies a multi-step intemal process which defines a current nsk assessment for all
counterparties n the light of a potential threat from the sub-pnme cnsis This process ties in with appropnate
arrangements made by Rabobank, Sarasin's ultimate parent company, and includes the following four steps

= Nomal attentiveness

« Limits reduction

s+ Avoidance of centain counterparties

* Closing any exposures with certain counterparties if possible

The nsk rating of counterparty i1s performed by Bank Sarasin's Group Risk Office in close collaboration with a number of
different bodies The most important support 1s provided by Rabobank s Bank Analysis Department  Following these
assessments, Sarasin 1ssues suitable short-term measures which are applicable across the entire Sarasin group These
are followed by the Group, where relevant The appropriate communication channels are well established and function in
a smooth and umely fashion

The Group dealt swiftly and proactively with the uncentanties in the interbank market created by the subpnme ¢nsis in
the summer of 2008 With a rapudly implemented package of measures, the counterparty risks were diversified as
broadly as possible and focused more sharply on counterparues with excellent credit ratings

Operational nsks

Dealing with operational nsks 15 nothing new in the world of asset management - they have always been an integral part
of our busmess, iImespective of the type of business actvity pursued To this extent, this type of nsk has for many years
been part of the Group’s internal nsk analysis Certain operational risks, for example as part of compltance activity,
complaints management or IT contingency planning, have been addressed and subjected to the relevant analysis
processes

The increasing complexity of the asset management business, the Group & expansion into new markets, the use of
innovative products, altemative distnbutron channels and the associated changes prompted the Group to increase their
activities in operational nsk management over the past few years

Sarasin Investment Funds Limited 7



DIRECTORS’ REPORT
For the year ended 31 December 2011

Risk Management Objectives, Polictes and Strategres (continued)

Operational risks (continued)

Operational nsks are defined as the nsk of losses that anse through the inadequacy or failure of intemal procedures,
people or systems, or as a consequence of external events This definition includes all legal nsks, as well as fines levied
by supervisory authonttes and settlements However, 1t does not include strategic nsks and nsks to the Group's
reputation

To date, the financial services industry still lacks common standards or generally accepted management solutions and
concepts for operational nsks This 1s chiefly attnbutable to the enormous complexity of these rnisks, which present
significant difficulues even when it comes to searching for an accurate definitron and a clear distinction from other types
of risk

The Risk Office conducts an Operational Self-Assessment (OSRA) annually in which each dwision I1s required to rate the
nsks within thew environment  This process creates Key Risk Indicators (KRIs) that can be monitored an a continuous
basis as an alert to stressed events

When developing management and controlling elements in the area of operational nsks, special emphasis was given to
the consideration of central aspects, such as the identification, analys:s, controlling and management of aperationat
nsks in the form of the following instruments

Management of operational nsks

* Directives — The directives in the field of operational nsk set down the main goals for the management and controlling
of operational nsks, and the use of these instruments At the same time, they serve as a gurde for identifying and
measunng operational nsks and meeting the relevant reporung obligations  Qne aspect particular to operational nsk
ts the combination of central and organizational responsibiliies The Risk Office 1s given responsibility for recording
and assessing operational nsks

+ Education - In view of the diverse nature of operational nsks and the way they affect the entire organization all
employees are obliged to deal effectively with the nsks ansing in the course of therr everyday work The line manager
1s supported in his personal and management responsibility by regularly updated information on the Group’s Intranet
and background information provided to all new staff

* Reporting — Evaluations and analysts relating to the Group s operational nsks take place in the context of regular nsk
reporting to the Management Board, additionally reports are distributed to relevant individuals intemally dependent
on their role and responsibihty

Risk identification, analysis and management

Error/Incrdent log ~ The Error/Incident Log for operational nsks 1s a central pillar for the management and controlhing of
operational nsks It 1s used to record and categonse all operational errors or incidents that may give nse to a loss The
systematic recording of emors/inctdents s the comerstone of reactve nsk management By “leaming from mistakes”,
the data helps to answer the question of how this matter should be dealt with 1in the future One of the benefits of
recording these evenis 1s therefore the possibility of improving processes and internal controls and to ensure these are
not systemic problems

A smoothly functioning and efficient nsk management system for operational nsks and a nsk and controlling culture that
employees are fully engaged with constitute a wital success factor for a modemn asset management group  The Group,
therefore, directs its efforts at nigorously applying the elements of this nsk management process n the area of
operational nisks, as well as continuously iImproving 1t

Litigation risk

In the course of the Company s normal business, the Company may be involved in vanous types of Iigation The
Company makes prowisions for such contingencies if the directors and #s legal adwisers consider that the Company I1s
kely to have to make payments and if the amount of those payments can be estimated All provisions for nsks
connected with htigation would be included n the Company s balance sheet under “other provisions”  With regard to
potential claims against the Company of which the management may become aware, where the management and its
legal advisers consider that such claims are without ment, can be successfully defended or will not have a signsficant
impact on the Company's financial situatign or operating results no prowision will be mada

Sarasin Investment Funds Limited 8




DIRECTORS' REPORT
For the year ended 31 December 2011

Pillar 11l Disclosures

Please refer to the Annual Report and financial statements of Sarasin (UK} Limited, a parent undertaking for which
consolidated FSA returns are made for Piltar 1Il disclosures as required by the FSA

Capital Management

Please refer to the Annual Report and financial statements of Sarasin (UK) Limited a parent undertaking for which
consolidated FSA returns are made, for full details of the Group s capnal management

International Financial Reporting Standards

The basis of preparation of the accounts 1s shown In full on page 17 supported by the adopted accounting policias as
shown In Note 3

Going Concern

The Company's business activities, together with the factors likely to affect its future development, performance and
position are set out In the review of the business above The financial position of the Company, its cash flows and
hiquidhty posiion are reflected on the financial statements on pages 13 to 25

The Company has considerable financial resources and as a consequence, the directors believe that the Company 1s well
placed to manage its business nsks successfully The directors have a reasonable expectation that the Company has
adequate resources to continue In operational exrstence for the foreseeable future Thus they continue to adopt the
going concern basis of accounting in prepanng the annual financial statements

Results for the Year

The Company s profit tor the year to be transferred to reserves I1s set out in the statement of comprehensive income on
page 13 The directors recommend the payment of a dvidend of 160p per share (2010 200p)

EDIfeCtOFS

The directors who served dunng the year ended 31 December 2011 are as follows

H Grossmann
GV Matthews Chief Executive Officer
N Ossenbnnk Chairman

S M Rivett Camac

None of the directors had any beneficial interest in the share capital of the Company during the year other than their
beneficial interest in the parent, Sarasin & Partners LLP

In respect of all of its suppliers, 1t 15 the Company's policy to settle the terms of payment with those suppliers when
agreeing the terms of each transaction, ensure that those suppliers are made aware of the terms of payment, and abide
by the terms of payment

Supplier Payments

Sarasin Investment Funds Limited 9



DIRECTORS' REPORT
For the year ended 31 December 2011

Auditors

Statement, as 1o disclosure of information 10 auditors
Each of the Directors represents that

a) so far as the Director 1s aware, there 1s no relevant audit information of which the Company's auditors are unaware,
and

b) each Director has taken all the steps that he ought to have taken as a Dwrector 1n order to make himself aware of any
relevant audit information and to establish that the Company s auditors are aware of that information

APPROVED BY THE BOARD OF DIRECTORS AND
SIGNED ON BEHALF QF THE BOARD

N C Evans

COMPANY SECRETARY

i Aond 2oz
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
in relation to the Directors’ report and financial statements

The Directors are respeonsible for prepanng the Annual Report and the financial statements in accordance with applicable
United Kingdom law and those International Financial Reporting Standards (“IFRS™) as adopted by the European Union

Under company law the Directors must not approve the Company financial statements unless they are satisfied that they
present fairly the financial position of the Company and the financial performance and cash flows of the Company for that
penod

In prepanng those financial statements, the directors are required to

¢ select suitable accounting policies in accordance with 1AS 8 Accounting Policies, Changes in Accounting Estimates
and Errors and then apply them consistently,

+ present information, ncluding accounting policies, In a manner that prowides relevant, reliable, comparable and
understandable information,

¢ provide additional disclosures when compliance with the specific requirement N IFRS 1s insufficient to enable users
to understand the impact of particutar transactions, other events and conditions on the Company s financial position
and financial performance

» make judgments and estimates that are reasonable and prudent, and

» state that the Company has complied with IFRS, subject to any matenal departures disclosed and explained in the
financial statements

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the Company and enable them to ensure that the Company financial statements comply with the
Companies Act 2006 They are responsible for safeguarding the assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and cother irregulanties

Each of the Directors, whose names and functions are set out in this report confirms that, to the best of therr
knowledge

» the accounts which have been prepared in accordance with IFRS, give a true and fair view of the assets habilities,
financial position and net return of the Company, and

s the Report of the Directors includes a fair remew of the development and performance of the business and the
position of the Company, together with a description of the principal rnsks and uncertainuies that 1t faces

Sarasin Investment Funds bimited 11




REPORT OF THE INDEPENDENT AUDITORS
To the Members of Sarasin Investment Funds Limited

We have audited the financial statements of Sarasin Investment Funds Limited for the year ended 31 December 2011
which compnse the Statement of Comprehensive Income, the Statement of Financial Position the Statement of Changes
m Equity, the Statement of Cash Flow and the related notes 1 to 23 The financial reporting framework that has been
applied n their preparation 1s apphcable law and Intemational Financial Reporting Standards (IFRSs) as adopted by the
European Union

This report 1S made solely to the company s members, as a body, In accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company s members those
matters we are required to state to them 1n an auditer s 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 directors and audstor

As explained more fully in the Directors’ Responsibiities Statement set out on page 11, the directors are responsible for
the preparation of the financral statements and for being satisfied that they give a true and fair view Qur responsibility 1s
fo audit and express an opinion on the financial statements in accordance with applicable law and Intermaticnal
Standards on Audming (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 involves obtaining evidence about the amounts and dis¢losures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropniate to the company s circumstances
and have been consistently applied and adequately disclosed, the reasonableness of significant accountmg estimates
made by the directors, and the overall presentation of the financial statements In addition, we read all the financial and
nonfinancial informatton n the financial statements to 1dentfy matenal inconsistencies with the audited financial
statements If we become aware of any apparent matenal misstatements or Inconsistencies we constder the implications
for gur repornt

Optnion on financial statements
In our opinion the financial statements

¢ give a true and fair view of the state of the company's affars as at 31 December 2011 and of its profit for the year
then ended,

= have been properly prepared in accordance with IFRSs as adopted by the European Union and
+ have been prepared in accordance with the requirements of the Companies Act 2006
Opirion on other matter prescribed by the Compamies Act 2006

In our opinton the information given 1n the Directors’ Report for the financial year for which the financial statements are
prepared 1§ consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, \n our opnicn

s 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 are not in agreement with the accounting records and retums or
+ certain disclosures of directors remuneration specified by law are not made, or

+ we have not received all the information and exptanations we require for our audit

S AL Louny WP

Michael-John Albert (Senior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor

London

i At o
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STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2011

Notes 2011 2010
£ £
Revenue 7 28,450,372 26,061,386
Cost of sales (24,604,9086) (23,859,214)
Gross profit 3,845,466 2,202,172
Administrative expenses {2,995,642) (1 538,742)
Profit from operations 8 849,824 663 430
Interest income 9 48,763 20,471
Finance costs 10 (35,093) (21,330)
Profit before taxation 863,494 662,571
Taxation 11 {228,826) (184 410)
Total comprehensive ingome for the year 634,668 478,161

All the Company's operations are classed as conunuing and there were no tems of other comprehensive income In either

year

The annexed notes from 1 to 23 form an integral part of these financial staterments

Registered Number 2190813

Sarasin Investment Funds Limited

13



STATEMENT OF FINANCIAL POSITION
As at 31 December 2011

Notes 2011 2010
Assets o7 ®e Tt £ - £
Current assets
Investment secunities at fair value through profit or loss 13 50,069 9,155
Trade and other recewvables
Due from Trustee & Depository 4,462,317 3,065,837
Due from customers 2,576,325 4.155,752
Accrued income and prepaid expenses 9,823 3,823,649
Other financial assets 50,375 65,332
Cash and cash equivalents 14 8,644,052 3719,293
Total assets 15,793,861 14,839,018
Llabilities and shareholders’ equity
Current habilities
Current tax habilines 71,764 -
Trade and other payables
Amounts due to Trustee and Depository 2,341,007 4,625,006
QOther amounts due to customers 8,058,572 981.685
Other liabilities 15 457,731 437,219
Accrued expenses and deferred income 1,483,738 5 548,727
Total iabilities 12,412,812 11,592,637
Shareholders’ equity
Issued capial 16 250,000 250,000
Retained earnings 3,131,049 2,996,381
Total shareholders’ equity 3,381,049 3,246,381
Total ltabilities and shareholders’ equity 15,793,861 14,839,018

The annexed notes from 1 to 23 form an integral pan of these financial statements

The accourtts were approved by the Board of Directors on 23 March 2012 and authonsed for 1ssue and signed on its

behalf by

L

GV Matthews
Chief Executive Officer

Sarasin Investment Funds Limited
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STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2011

Notes Issued capital Retained Total
earnings

£ £ £

Balance at 1 January 2010 250,000 3,218,220 3,468,220
Total comprehensive income for 2010 478,161 478,161
Dividend Paid 12 (700,000) (700,000)
Balance at 31 December 2010 250,000 2,996,381 3,246,381
Total comprehensive income for 2011 - 634 668 634,668
Dwvidend Paid i2 - {500,000) (500,000)
Balance at 31 December 2011 250,000 3,131,049 3,381,049

The annexed notes from 1 to 23 form an integral part of these financial statements

Sarasin Investment Funds Limited
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2011

Notes 2011 2010
L £ £
Operating activittes
Profit before taxation 863,494 662,571
Interest receved (48,763) {20,471)
Finance costs 35,093 21 330
Profit from operations 849,824 663,430
Operating cash flows before movements in working capital 808,910 679,058
Decrease/(increase) In receivables 3,979,881 (344,853)
Increase in payables 748,411 260,105
{Increase) / decrease In current asset investments (40,914) 15,628
Cash generated by operations 5,537,202 594,310
Corporation tax paid {125,213) (393,202)
Net cash flows from operating activities 5,411,989 201,108
Investing activities
nterest receved 48,763 20,471
Net cash flows from investing activities 48,763 20,471
Financing activities
Dividends paid (500,000} (700,000}
Interest Paid {35,093) {21,330}
Net cash flows from financing activities (635,093) {721,330)
Net increase n cash and cash equivalents 4,925,659 {499,751)
Cash and cash equivalents at beginning of year 3,719,283 4,219,044
Cash and cash equivalents at end of year 14 8,644,952 3,719,293

The annexed notes from 1 to 23 form an integral part of these financial statements

Sarasin Investment Funds Limited
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

1 CORPORATE INFORMATION

The Company 1s incorporated tn the England and Wales under the Comparies Act 2006 The address of the
registered office 1s given on page 2 The nature of the Company's operations and iis pnncipal activities are set out In
the Directors report on page 4

rQ BASIS OF PREPARATION

The accounts have been prepared In accordance with Interatienal Financial Reporting Standards (IFRS) as adopted
by the European Union and applied in accordance with the prowvtsions of the Companies Act 2006 The accounts
have been prepared on the histoncal cost basis  The pnncipal accounting policies adopted are set out below

r3 SIGNIFICANT ACCOUNTING POLICIES

Revenue Recogmition

Revenue 1s recogmised to the extent it 1s prohable that future economic benefits will flow to the Company and can be
reliably measured, regardless of when the payment 1s made Revenue 1s measured at the far value of the
consideration received or receivable and represents amounts recevable for services provided in the normal course of
business, net of discounts, trail fees VAT and other sales related taxes

Service-related fees are reported when the services concemed are rendered Asset management and advisory fees
and other fees calculated on the percentage of assets under management or on the basis ¢f ume spent are recorded
on a pro rata basis throughout the time the corresponding service 1s rendered

Interest income 15 accrued on a time basis by reference to the principal cutstanding and at the effective interest rate
applicable, which 1s the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to that asset's net carmang amount

Foreign Currencies

The functional and presentatronal currency of the Company 1S pounds sterling (*£") Any foreign currency transtation
tock place at the following exchange rates

2011 2011 2010 2010

Year end Average Year end Average

Eurc (EUR) 11972 11518 11670 11897
US Dollar (USD) 15541 1 6067 1 5656 15438
Swiss Francs (CHF) 14532 14194 14593 1 6007

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing on the dates
of the transactions At each balance sheet date, monetary assets and labilties that are denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date Non-monetary assets and liabilities
camed at fair value that are denominated n faregn currencies are translated at the rates prevaling at the date when
faw value was determined Al dfferences are recognised in the statement of comprehensive income

Taxation

Current tax assets and habilities are measured at the amount expected to be recovered from or paid to the taxation
authonties, based on tax rates and laws that are enacted or substantially enacted by the balance sheet date

The tax expense represents the sum of the tax currently payable and deferred tax The tax currently payable 1s based
on taxable profit for the year Taxable profit differs from net profit as reported in the statement of comprehensive
income because 1t excludes tems of income or expense that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible

Sarasin Investment Funds Limited 17




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

Deferred tax 1s the tax expected to be payable or recoverable on temporary differences between the carrying amounts
of assets and liabilises in the accounts and the corresponding tax bases used in the computation of taxable profit,
and 1s accounted for using the balance sheet hability method Deferred tax latulities are generally recogmised for all
taxable temporary differences and deferred tax assets are recognised for all deductble temporary differences, cary-
forwards of unused tax credits and unused tax losses, to the extent that it 1s probable that taxable profits will be
avallable against which deductible tempaorary differences, carry-forwards of unused tax credits and unused tax losses
can be uthised Such assets and liabilities are not recognised If the temporary difference arises from goodwill or
from the inibial recogrition (other than In a business combination) of other assets and liabilities 1n a transaction that
affects neither the tax profit nor the accounting profit

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

Deferred tax 1s calculated at the tax rates that are expected to apply in the penod when the hability 1s settled or the
asset 1s realised Deferred tax 15 charged or credited in the statement of comprehensive income  When 1t relates to
items charged or credited directly to other comprehensive income the deferred tax 15 also recorded as other
comprehensive inceme

Financial instruments Financial assets

Financial assets within the scope of IAS 39 are classified as financial assets at far value through profit or loss,
loans and recewvables, held tomatunty investments, available-for sale financial assets, or as denvatives designated
as hedging instruments in an effective hedge, as approprniate The Company determines the classification of its
financial assets at inihial recognition

All financial assets are recogmised initially at fair value plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs

The Company s finanwoial assets include trade and other receivables and cash and cash equivalents Trade and other
recewvables are classified as loans and recewvables on intsal recognition The Company holds investment securties at
fair value through profit or loss

Financial assets Trade and other recetvables

Trade and other receivables at the balance sheet date comprise amounts recewvable from the provision of asset
management and adwvisory services Trade and other recevables are classified as loans and recewables on initat
recognition, and are subsequently measured at amortised cost using the effective interest rate method, less
impairment Losses ansing from impairment, If any, are recogmised in the statement of comprehensive income

The Directors consider that the carrying amount of trade and other recewvables approximate their fair value
Financial assets Cash and cash equivalents

Cash and cash equivalents compnse cash at bank and short term deposits with an onginal matunity of three months
or iess and foreign currencies held by the Company For the purposes of the statement of cash flows, cash and cash
equivalents consist of cash and cash equivalents as defined above, net of outstanding bank overdrafts

Financial instruments Financial habilities

Financial habities within the scope of 1AS 39 are classified as financial habilities at fair value through profit or loss,
loans and borrowings, or as denvatives designated as hedging instruments in an effective hedge, as appropnate The
Group determines the classification of its financial liabihies at smbial recognition Al financial liabilities are
recognised intially at fair value and 1n the case of loans and borrowings, plus directly attrbutable transaction costs

The Company's financial hatnlities compnse of trade and other payables, accrued expenses and deferred income
These are classified as loans and borrowings at imtial recognitton  The company has no financial hatilities classified
as financial liabilitres at fair value through profit or loss and denvatives designated as hedging instruments

Financial llabities Trade and Other Payables

Trade and other payables are subsequently measured at amortised cost using the effective interest rate method
Gams and losses are recognised in the statement of comprehensive income when the habilites are derecognised as
well as through the effective interest rate method amortisation process

Financial instruments Derecognition

Financial assets are derecognised when the Company loses control of the contractual rights that compnse the
financial assets Financial llabilimes are derecognised when they are extinguished, that 1s, when the obligation
specified in the contract 1s discharged, cancelied or expired Any gain or loss on derecognition of the financial assets
and habibties are taken to income
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

4 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of financial statements requires management to make judgements, estimates and assumptions that
affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for
revenues and expenses dunng the year The nature of estimation means that actual outcomes could differ from
those estimates The assumptions and estimates, which are continuously reviewed are based on past expenence
and other factors, including expectations regarding likely developments in the future

5 CHANGES N ACCOUNTING POLICY AND DISCLOSURE

The adoption of the following amendments resulted in changes to accounting policies, but no impact on the financial
position or performance of the Company

IAS 24 Related Party Transactions {Amendment)

The IASB i1ssued an amendment to IAS 24 that clanfies the definiions of a related party The new defimtions
emphasise a symmetncal view of refated party relationships and clanfies the cirgumstances in which persons and
key management perscnnel affect related party relationships of an entity In addition, the amendment introduces an
exemption from the general related party disclosure requirements for transactions with government and entities that
are controlled, jointly controlled or significantly influenced by the same government as the reporting entrty

Improvements to IFRSs

In May 2010, the JASB 1ssued its third omnibus of amendments to its standards, primanly with a view to remowving
inconsistencies and clanfying wording There are separate transitional previsions for each standard

¢ |AS 1 Presentation of Financial Statements The amendment clanfies that an entity may present an analysis of
each component of other comprehenswe income maybe either in the statement of changes in equity or In the
notes to the financial statements

6 STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effecuve up to the date of 1ssuance of the Company's financial statements are listed
below This histing of standards and interpretations i1ssued are those that the Company reasonably expects to have
an impact on disclosures financial position or performance when applied at a future date The Company intends to
adopt these standards when they become effective

1AS 1 Financial Statement Presentation — Presentation of Items of Other Comprehensive Income

The amendments to IAS 1 change the Companying of items presented in OC| ltems that could be reclassified (or
recycled’) to profit or loss at a future point 1n time (for example, upon derecognition or settlement) would be
presented separately from items that will never be reclassified The amendment affects presentation only and has no
impact on the Company's financial position or performance The amendment becomes effective for annual penods
beginming on or after 1 July 2012

IFRS 8 Financial Instruments Classification and Measurement

IFRS 9 as 1ssued reflects the first phase of the ASBs work on the replacement of IAS 39 and applies to classification
and measurement of financial assets and financial atilities as defined in 1AS 39 The standard 15 effective for
annual pencds beginning on or after 1 January 2013 In subsequent phases, the IASB will address hedge accounting
and impairment of financial assets The Company will quantify the effect in conjunction with the other phases, when
1ssued, to present a comprehensive picture

The Company, however, expects no impact from the adoption of the amendments on its finaneial position or
performance .
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

7 REVENUE
2011 2010
£ £
The Company’s tumover Is stated net of VAT and 1s analysed as follows
Profit on sale of units/shares including initial charges 121,186 180,673
Management fees 24,585,071 20,997,872
Performance fees {61,525) 3,815,987
Adminustration fees 3,787,268 1.050 553
Other income 18,372 16,301
28,450,372 26,061,386
8 PROFIT FROM OPERATIONS
2011 2010
£ £
Profit from operations has been arrived at after charging
Auditors’ remuneration for audit services 18,000 18 000
Additional tevy for the Financial Services Compensation Scheme 116,552

Amounts payable to Emst & Young LLP and their associates by the Company in respect of non-audit services were

Enil (2010 £rl)

LQ INTEREST INCOME

2011 2010
£ £
Interest on bank deposits 48,763 20,471
10 FINANCE COSTS
2011 2010
£ £
Interest on bank overdrafts 35,093 21,330
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

11 TAX
2011 2010
£ £
Current tax
UK corporation tax at 26 5% (2010 28%) based on the profit for the 228,826 185,520
year
Tax over provided 10 previous years - (1110}
228,826 184,410
Tax reconcthiation
Profit before tax 863,494 662,571
Profit for the year, multiplied by the standard rate of corporation tax In 228,826 185,520
the UK of 26 5% (2010 28%)
Total corporation tax charge calculated from profit before tax 228,826 185,520
Tax over-provided In previous years - (1,110
Total tax expense reported in the statement of comprehensive income 228,826 184,410
Effective tax rate for the year 26 5% 27 8%
(12 DIVIDENDS
2011 2010
£ £
Amounts recognised as distnbutions to equity holders in the year
Final dividend for the year ended 31 December 2010 200 pence 500,000
Final dividend for the year ended 31 December 2009 280 pence - 700,000
500,000 300,000
Proposed final dimdend for the year ended 31 December 2011 160 pence 400,000 -
Proposed final dividend for the year ended 31 December 2010 200 pence - 500,000
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

13 INVESTMENT SECURITIES

Investments at fair value

2011

50,069

2010

9,155

These investments are considered level one investments from an IFRS perspective as their value 15 based on quoted

market prices i iguid markets

{ 14 CASH AND CASH EQUIVALENTS

2011 2010
£ £
Cash at bank 8,644,952 3,719 293
Cash at bank eams interest at the UK base rate plus 0 1% (2010 0 5%)
15 OTHER LIABILITIES J
2011 2010
£ £
Other payables 457,731 437,219
All other habilities are repayable on demand or within one year
16 SHARE CAPITAL
2011 2010
£ £
Authonsed
Qrdinary shares of £1 each 250,000 250,000
Allotted, called up and fully pawd
250,000 (2010 250,000) Ordinary shares of £1 each 250,000 250 000
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

17

REMUNERATION OF KEY MANAGEMENT PERSONNEL

The directors were employed and remunerated as directors or executives of Bank Sarasin & Co Limited and 1its
subsidianes (“the group”) n respect of thewr services to the group as a whole and their remuneration has been paid
by other group compames It 1s estimated that, had the directors been remunerated for theirr services to the
company in the year, this would have amounted to £12,000 for each director, totalling £48,000 (2010 £48,000)

18

EMPLOYEES

The Company had no employees in the year (2010 i)

19 FINANCIAL INSTRUMENTS RISKS

The main risks associated with the Company s financial assets and labilittes are set out below
Credit Risk

The nsk of financial loss due to a counterparty s failure to honour its obligation anses pnneipally in relation to
transactions where the Company provides goods or services on deferred terms and invests or deposits surplus cash
The Company s pnncipal financial assets are bank balances and cash and trade and other recewables These
represent the Company's maximum exposure to credit nsk in relation 1o financial assets

The Company s credit nsk 15 pnmanly attnbutable to 1ts trade and other recewvables including amounts due from
associated comparmes The amounts presented in the balance sheet are net of allowances for doubtful recevables,
estimated by the Company s management based on prior expenence and fhewr assessment of the current economic
environment

The credit nsk on hquid funds 1s Iimited because the counterparties are banks with credit ratings assigned by
international credit rating agencies or are associated companies

The Company has no significant concentration of credit nsk as exposures are spread over a large number of
counterparties and customers

Credit nsk means the nsk that the Company might sustain losses due to the insclvency of a counterparty Such
losses usually consist of the outstanding credit minus the proceeds from the sale of collateral and any bankruptey or
hquidation dmdend that might be paid  For the purpose of the Company s dealings with brokers, the Company uses
a rating system to determine the selection of counterparties and the dealing volumes for them The cntena are such
that only first¢lass counterparties are considered New relationships with brokers are discussed within the Chief
Investment Gffice Committee of Sarasin, which then defines and approves the necessary cealing volumes provided
the rating condibons are satisfied With regard to banks and custodians, a full review of such counterparties Is
undartaken by the Sarasmn Risk Commitiee on an annual basis

Foreign exchange nsk

The Company's exposure to foreign exchange nsk 1s limited to the balances that are required for the settlement of
outstanding fees receivable in foreign currencies

Currency Change in 2011 31122011 Change in 2010 3112 2010
currency rate  Effect on profit Effect on currency rate  Effecton  profit Effect on
equity equity
£ £ £ £
EUR +10 % 64,632 64,632 +10% {23,689 (23,689)
EUR 10 % (52,880) {52,880) -10% 19,382 19,382
uso +10 % 12,851 12,851 +10% 19,203 19,203
uso 10% (10,541} (10,541} -10% (15,711) {15,711}
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

19 FINANCIAL INSTRUMENTS RISKS (continued)

The analysis above includes the most important foreign currencies for the Company and illustrates the effects on the
income Sstatement and shareholders equity The analysis models the effect of those foremgn currencies
strengthening 10% versus Sterling and weakening by 10% against Sterling, assuming net positions in each currency
were unchanged at the balance sheet date

Market nisk

The Company does not take materal proprietary positions and therefore its exposure to market nsk is limited to the
performance of its investment products and commercial success

Ligudity and financial solvency risk

The Company s solvency 15 monitored and maintained within the framework of the regulations laid down by UK s
Financial Semices Authanty

All current labiities are due to be settled wittun 12 months
Interest rate nsk — with no ¢bligations

Interest rate nsk in respect of the balance sheet 1s reviewed on a regular basis At the balance sheet date there
were no interest obligations in respect of overdrafts The Company does not have any interest rate obligations on any
of its other habilities

currency Change In 2011 3112 2011 Change in 2010 31122010
interest rate  Effect on profit Effect on interest rate  Effect on  profit Effect on
equity equity
Basis points £ £ Basis points £ £
GBP +100 86,450 86,450 +100 56,508 56,508
GBP -100 {86,450) (86,450} -100 (56,508} (56,508}

20

RELATED PARTY TRANSACTIONS

Transactions between the Company and other group companies are disclosed below

Expenses Amounts owed
2011 2010 2011 2010
£ £ £ £
Sarasin & Partners LLP 24,604,906 23,859,213 - 3,815,887

The amounts paid to Sarasin & Partners LLP, the Company's immediate parent company, are in respect of services
far mvestment management and distnbution of the OEIC sub funds and the Alpha Common lnvestment Funds

The amounts outstanding are unsecured and will be settled in cash The Company 15 a beneficiary of a £2 Am
overdraft facility guarantee from its immediate parent company No provisions have been made for doubtful debts in
respect of the amounts owed by related parlies  All transactions were carmned out on an arms length basis
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2011

21 POST BALANCE SHEET EVENTS

No events have occurred since the balance sheet date that have an impact on the statement of financial position or
statement of comprehenswve income for 2011

22 PARENT UNDERTAKINGS

The parent undertaking of the smallest group of undertakings for which consolidated accounts are prepared and of
which the Company 1s @ member 1s Sarasin (UK) Limited, a company registered in Great Bntain Copies of the
accounts of Sarasin (UK) Limited can be obtained from Juxon House, 100 St Paul s Churchyard, London EC4M 8BU

Sarasin (UK} Limited's intermediate holding company 1s Bank Sarasin & Co Limited a company incorporated in
Switzerland Copies of the accounts of Bank Sarasin & Co Limited accounts can be obtaned from
Ehsabethenstrasse 62, 4002 Basel, Switzerdand

Rabobank, the tnple-A rated Dutch financial services group, owns 46 06% of the share capital of Bank Sarasin & Co
Limited and holds 68 63% of the voting nghts, making 1t majonty shareholder in Bank Sarasin & Co Lid

23 CONTINGENT LIABILITIES

As at 31 December 2011 there were no contingent habilities (2010 £rul)
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