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DIRECTORS’ REPORT
For the year ended 31 December 2012
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[ Risk Management

The Directors submit thetr report and accounts for Sarasin Investment Funds Limited (“the Company”) for the year ended
31 December 2012

Activities . . . P
The principal actmity of Sarasin Iavestment Funds Limited (the Company) Is that of an Authonsed Corporate Director
{“ACD") of Sarasin funds ICVC, an Open Ended investment Company (“OEIC™) with twelve subfunds, the Sarasin Fund of
Funds QEIC, an QEIC with two sub-funds, and, the Sarasin Fund for Chanties, an QEIC with one sub-fund The Company
15 Manager of the Alpha CIF for Endowments and the Alpha CIF for Income & Reserves, common investment funds
suitable for charittes and also acts as ACD for the Mazener Fund

The Company was regulated durning the year by the Financial Serices Authonty (*FSA™)  On 01 April 2013 the Financial
Conduct Authority replaced the Finangial Services Authonty as the Company's regulator in respect of the conduct of its
investment business

Review of Affajrs ’ ' -t ]I

2012 was a successful year of strong retumns from nskier assets, driven by generous ligquidity A recovenng US housing
market, a dramatic narrowing of Spanish and Itahan bond yields and nsing asset pnces suggest that US Federal Reserve
and European Central Bank policy 1s gaintng traction

Whilst unceriainty remained a factor throughout the year, particularly in the second quarter with the Eurozone seemingly
on the brink and later in the year with the US facing the “fiscal chff”, all funds were priced and accepted dealing on all
business days without suspension and the Company s Fair Value Price (“FVP") policy was not mvoked on any occasion

The Cempany has achieved profit growth due in large part to fund performance The following analysis relates the
performance of the Company to that of the underlying funds in respect of which 1t acts as ACD or Manager

Considering the year in full, flows into the ICVC funds have been disappointing on a net basis with a net outflow of over
£310m which, when factoring in some positive performance figures, resulted in an overall stagnation of total assets
under management (“AuM ") at £1 7bn  Viewing the funds individually, one product stands out from the others as the
outstanding contnbutory inflow of the ICVC, International Equity Income (“IEI"} The un-hedged and sterhing hedged
versions of the strategy attracted net inflows in excess of £27m during the year Other global equity funds suffered an
opposite fate with EquiSar Global Thematic shedding £83m, EqwSar IID £22m and AgnSar, having attracted large
inflows 1n previous years, losing £18m in outflows dunng 2012 GlobalSar - Cautitous also suffered net outflows of
£30m dunng the year Flows across UK equity funds, and socially responsible global equity funds, were largely neutral

These flow figures belie the fact that, for most sub-funds, double-digit absolute performance was generated in the
calendar year The strongest performing funds were UK equity funds with performance figures of 13% and 20% on the
Thematic and Thematic Opportunities funds Both were ahead of benchmark, particulardy so in the case of the
Opportunities fund (9 3% ahead) IEl rewarded its subscribers by generating 10 8% performance {14 5% on the Sterling
Hedged Fund) which brought it roughly in hne with benchmark EquiSar enjoyed a reasonable 2012 with 9% and 14%
growth on un-hedged and sterling-hedged versions although this was under benchmark (-2%} for the year despite making
up some lost ground on this strategy toward the end of the year The Sarasin Fund of Funds QEIC launched in June 2012
and assets had grown to £30m across two sub-funds by the year end

The Alpha CIF funds broke through the £1ibn mark for combined AuM, with both funds having attracted large net inflows
during the year (Endowments £84m and Income & Reserves £16m) Both funds had strong years 1n performance terms
(12% and 10% growth, respectively), ending the year ahead of benchmark (1% and 6%, respectively) meaning that ground
lost in 2011 had been recovered

L - —
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Assessing and assuming nsks are an integral part of the Sarasin UK group's asset management business The
achievement of a reasonable return on any investment inevitably entails a degree of nsk tolerance n the long run, and it
15 particularly important to have a full overview of total nsk exposure of your investment at all imes The Bank Sarasin &
Cie AG {“Bank Sarasin”} group of compames (*Sarasin”) therefore employs a clearly defined, transparent and integrated
system of nsk management covenng all its busmess segments, which t continuously updates to accommodate new
developments This obwviously requires considerable human and technological resources Given the volatiity of financial
markets, the quality of nsk management has become a crucial compettive factor in our industry Active nsk
management minimises undesirable risks and allows the capital of Sarasin (UK} Limited and subsichary comparues (the
“Group”) to be employed more efficiently to the benefit of shareholders and all other stakeholders Risk management 1s
therefore a wital lnk in the value creation cham, as it flags up real and potential nisks for the Group's decision-makers

Sarastn investment Funds Limited 4
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, Risk Management (continued)

The Company 1s part of a Group that has a policy of identifying and controling nsk  The Group approach to nsk
management 15 discussed in detail in the Group's annual report and financial statements, which does not form part of
this report

The principal nsks and uncertainties facing the Company due to its role as ACD and Manager are set out below The
nsks and their management are discussed more fully in the Group annual report and financial statements

Market Risk

Market nisk refers to the nsk of a loss due to changes In the market prices of secunties The Asset Management unit
utibses a vanety of tools to lmit these rnisks for the benefit of our clients Tools used across the products and client
portfolios to model and limit these rnisks, dependant on the sophistication of the client mandate, mclude Value at Risk
(“VaR"} imits and stress analysis and limits

Liguidity Risk

Operational hquidity management in the dayto-day running of the business 1s overseen by the Finance department  Its
tasks include controlling payments, planning the anticipated cash flows and securing hguidity

Counterparty Risks
Counterparty Risk 1s measured and monitored in the following ways
Over the Counter (“OTC") Counterparty Risk

Trading with OTC counterparties involves the detalled analysis of, and communication with, a participating broker, under
the terms of bilateral agreement Daily OTC counterparty sk reports are utihsed to manage exposure

Agency Broker Counterparty Risk

New counterparties are subject to imitial credit assessment, utihsing external rating agencies, financial due diligence and
approval by the Risk Commitiee Trading takes place on a ‘Delivery versus Payment' (“DVP") basis

Issuer Counterparty Risk

The overall leve! of counterparty nsk that the business 15 exposed to 15 managed by reviewing the total holdings held by
chents and funds at the Group level

Propnietary Counterparty Risk

Exposure to counterparty risk 1s managed wia a multi-step internal process which defines a current risk assessment for all
counterparties, including normal attentiveness, imits reduction, avoidance of certain counterparties and closing any
exposures with certain counterparties If possible

Operational Risks

Qperational risks are defined as the nsk of losses that arise through the inadequacy or failure of internal procedures,
people or systems, or as a consequence of external events This definition includes all legal nsks, as well as fines levied
by supervisory authonties and settlements However, it does not include strategic and reputational nsks

The Risk Office conducts an Operational Risk Self-Assessment annually in which each dnasion 1s required to rate the nisks
within their environment This process creates key nsk indicators that can be montored on a continuous basis as an
alent to stressed events

Emphasis I1s given to the management of operational rigks in the following ways

. Directives — These set down the main goals for the management and control of operational risk and serve as a
guide for identifying and measuring operational nsk and meeting reporting obligations

. Education - Group employees are obliged to deal effectively with the nsks ansing in their everyday work The
lne manager is supported by regularly updated information on the Group's Intranet Background information 1s
provided to new staff

. Reporting — Evaluations and analysis take place 1n the context of regular nsk reporting to the Management
Board

The Incident Log for operational nsks s a centra! pillar for the management and controlling of operational nsks It 1s used
to record and categonse all operational errors or tncidents that may give nse to a loss

Sarasin Investment Funds Limited 5




PIRECTORS' REPORT
For the year ended 31 December 2012

Pillar Il 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 Pillar |l disclosures as required by the FSA

- e N

Capital Managem‘é"n't_ ¢ |

Please refer to the annual report and financial statements of Sarasin {UK) Limited, a parent undertaking for which
conschdated FSA returns are made, for full details of the Group’s capital management

. - i

 International Firiancial Reporting Standards, . ..

The basis of preparation of the acecounts 1s shown in full in Note 2, supported by the adopted accounting policies as
shown in Note 3

+ - ; LI

)

. 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
liquidity position are reflected on the financial statements on pages 10 to 22

The Company has considerable financial resources and as a consequence, the Directors believe that the Company 1s well
placed to manage its business risks successfully The Directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future Thus they continue to adopt the
gong concern basis of accounting in preparing the annual financial statements

r - - T e e s e e e — - - m—— = —_— —_—

| Results for the Year !
L e

The Company's profit for the year to be transferred to reserves 1S set out In the statement of comprehensive iIncome on
page 10 The Directors recommend the payment of a dividend of 1,400p per share (2011 160p)

r - - - - N e -

' Directors
L o _

The Drrectors who served during the year ended 31 December 2012 are as follows

H Grossmann
GV Matthews Chief Executive Officer
N Ossenbrink Chairman

S M Rivett Carnac

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

= = e —— R R

o !
! Supplier Payments '

L= _ - - - - e - e e e

———

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

Sarasin Investment Funds Limited 6




DIRECTORS’ REPORT
For the year ended 31 December 2012

. Directors’ Indemnities I

Sarasin (U K} Limited and all its subsidianes {including Sarasin & Partners LLP and the Company) have directors’ and
officers hability insurance maintained by J Safra Holding International {Luxembourg} S A, the holding company of its
parent company, Bank Sarasin & Co Limited

; [ |

Auditors v . |

Statement as to disclosure of information to 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 Director in 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 OF THE BOARD
N C Evans

COMPANY SECRETARY
] Apri 2013

Sarasin Investment Funds Limited 7




STATEMENT OF DIRECTORS' RESPONSIBILITIES
In relation to the Directors' report and financial statements

The Directors are responsible for prepanng the Directors’ report and the financial statements in accordance with
applicable law and International Financial Reporting Standards as adopted by the European Union (“IFRS™}

Company law requires the Birectors to prepare financial statements for each financial year Under that law the Directors
have elected to prepare the financial statements in accordance with IFRS  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 the profit or loss of the Company for that penod

In prepanng these financial statements, the Directors are required to

¢ select sutable accounting pohicies in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors and then apply them consistently,

¢ present information, including accounting policies, in @ manner that provides relevant, relisble, comparable and
understandable information,

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

* make judgements and estimates that are reasonable and prudent, and

¢ state whether apphcable IFRS have been followed, subject to any matenal departures disclosed and explained in the
financial statements

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

Sarasin Investment Funds Limited 8




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 2012
which compnise the Statement of Comprehensive Income, Statement of Financial Position, Statement of Changes in
Equity, Statement of Cash Flows and the related notes 1 to 23 The financial reporting framework that has been applied
In their preparation 1s applicable law and International Financial Reporting Standards {IFRSs) as adopted by the European
Unton

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 in an auditor'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 responsibihities of directors and auditor

As explained more fully in the Statement of Directors’ Responsibiities set out on page 8, the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Qur responsibility
15 to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Iretand} 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 disclosures 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 appropriate to the Company’s circumstances
and have been consistently appled and adequately disclosed, the reasonableness of significant accounting estimates
made by the Directors, and the overall presentation of the financial statements In addition, we read afl the financial and
non-financial informatton n the Report and Financial Statements to dentify matenal inconsistencies with the audited
financial statements If we become aware of any apparent matenial misstatements or inconsistencies we consider the
implications for our report

Opwuion on financial statements
In our optnion the financial statements

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

* have been properly prepared in accordance with IFRSs as adopted by the European Unign, and
s have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared s 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, In our opinion

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

» the financial statements 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 recewved all the information and explanations we require for our audit

C\./H.“Lu...a W

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

London

2& M 22\%
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2012

- . B Notes 2012 2011

. Yewe e m m e i - !

£ £

—_ - .- i - _ S, PR _ . - - . - - —
Revenue 7 31,390,003 28,450,372
Cost of sales (23,204,878) (24,604,906)
Gross profit 8,185,125 3,845,466

Administrative expenses (3,627,593) {2,995,642)
Profit from operations 8 4,557,532 849,824
Interest income g 32,330 48,763
Finance costs 10 {8,212) (35,093)
Profit before taxation 4 581,650 863,494
Taxation 11 {1,122,504) (228,826)
Total comprehensive income for the year 3,459,146 534,668

All the Company's operations are classed as continuing and there were no items of other comprehensive income In either
year

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

Sarasin Investment Funds Limited 10




STATEMENT OF FINANCIAL POSITION
As at 31 December 2012

Notes 2012 2011
| Assets . . £ £
Current assets
Investment securities at farr value through profit or loss 13 105,170 50,069
Trade and other recewvables
Amounts due from Trustee & Depository 1,055,750 4,462,317
Amounts due from customers 5,075,862 2,676,325
Accrued income and prepaid expenses 4,906,734 9,823
Other recewables 56,671 50,375
Cash and cash equivalents 14 4,607,387 8,644,952
Total assets 15,807,574 15,793,861
e TT T - T - 1
Liabihties and shareholders’ equity J
Current habilities
Current tax liabilities 988,537 71,764
Trade and other payables
Amounts due to Trustee and Depository 1,632,235 2,341,007
Amounts due to customers 912,127 8,058,572
Other habilities i5 379,080 457,731
Accrued expenses 5,455,400 1,483,738
Total habilties 9,387,379 12,412,812
Sharehoiders’ equity
Issued capital i6 250,000 250,000
Retained earmings 6,190,195 3,131,049
Total shareholders’™ equity 6,440,195 3,381,049
Total habilities and sharehclders® equity 15,807,574 15,793,861

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

The accounts were approved by the Board of Directors on 18 Apnl 2013 and authorised for 1ssue and signed on its behalf
by

G V "Matthews
Chief Executive Officer

Sarasin Investment Funds Limited 11



STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2012

£

d Total

‘™ Notes Issued captal - . .«Réaifiec
- - oL e o JEamiings. .
.- - - . e et R
) Fe B} . S A SN ] £]
Balance at 1 January 2014 250,000 2,996,381 3,246,381
Totat comprehensive ncome for 2011 634,668 634,668
Divtdend Pand 12 {500,000) (500,000) |
!
Balance at 31 December 2011 250,000 3,131,049 3,381,049
Total comprehensive income for 2012 3,459,146 3,459,146
Dmdend Paid 12 - {400,000) (400,000)
Balance at 31 December 2012 250,000 6,190,195 6,440,195

The annexed notes from 1 10 23 form an integral part of these financial statements

Sarasin Investment Funds Limited 12




STATEMENT OF CASH FLOWS
For the year ended 31 December 2012

2012

I Notes 2011 1:
Lot L A Cof £
Operating activities
Profit before taxation 4,581,650 863,494
Interest received {32,330) (48,763}
Finance costs 8,212 35,093
Operating cash flows before movements in working capital 4,557,532 849,824
(Increase}/decrease In recevables (3,996,177} 3,979,881
(Decrease)/Increase In payables (3,962,206) 748,411
(Increase) in current asset investments (55,101) (40,914}
Cash {used in)/generated by operations (3,455,952) 5,637,202
Corporation tax paid (205,731) (125,213)
Net cash flows {used in)/from operating activities {3.661,683) 5,411,989
Investing activities
Interest received 32,330 48,763
Net cash flows from Investing activities 32,330 48,763
Financing activities
Dividends paid (400,000) (500,000)
Interest Paid (8,212) {35,093}
Net cash flows from financing activities {408,212} (535,093)
Net (decrease)/increase in cash and cash equivalents (4,037,565) 4,925,659
Cash and cash equivalents at heginning of year 8,644,952 3,719,263
Cash and cash eguivalents at end of year 14 4,607,387 8,644,952
The annexed notes from 1 to 23 form an integral part of these financial statements
Sarasin Investment Funds Limited 13




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2012

r.- - - - - - - - i - - - - A |

1 CORPORATE INFORMATION. - |

L

The Company 1s incorporated in England and Wales under the Companies Act 2006 The address of the registered
office 15 given on page 2 The nature of the Company's operations and its prnincipal activities are set out In the
Directors’ report on page 4

2 BASIS OF PREPARATION .

r
[SRE Y L S PR, a

The accounts have been prepared in accordance with Intermational Financial Reporting Standards as adopted by the
European Umon and apphied in accordance with the provisions of the Companies Act 2006 The accounts have been
prepared on the histoncal cost basis, except for investment secunties at fawr value through profit or loss, which are
camed at farr value The principal accounting policies adopted are set out below

— e e e~ = e e o e s e

| 3 SIGNIFICANT ACCOUNTING POLICIES - !

Revenue Recogmition

Revenue 1s recognised to the extent it 1s probable that future economic benefits will flow to the Company and can be
reliably measured, regardless of when the payment 1s made Revenue 15 measured at the fair value of the
consideration received or receivable and represents amounts receivable 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 concerned are rendered Asset management and advisory fees
and other fees calculated on the percentage of assets under management or on the basis of time spent are recorded
on a pro-rata basis throughout the time the corresponding senace 1s rendered

Interest income 1s accrued on a time basis by reference to the principal outstanding and at the effective interest rate
applicable, which 1s the rate that exactly discounts estimated future cash recempts through the expected Iife of the
financia! asset to that asset’s net carrying amount

Foreign Currencies

The functional and presentational currency of the Company 1s pounds sterling (*£”) Any foreign currency translation
took place at the following exchange rates

2012 2012 2011 2011

Year end Average Year end Average

Eura (EUR) 1 2330 1 2308 11972 11518
US Dollar (USD) 16255 1 5898 15541 1 6067
Swiss Francs (CHF) 1 4879 14826 1 4532 14194

Transactions n 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 liabilities that are denominated in foreign
currencies are retranslated at the rates prevaling on the balance sheet date Non monetary assets and habilities
carned at fair value that are denominated in foreign currencies are translated at the rates prevailing at the date when
farr value was determined and those carned at historical cost are translated at rates prevailing at the date of the
inmtial transaction  All differences are recognised in the statement of comprehensive income

Taxation

Current tax assets and iabiities 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 any 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 1t further excludes items that are not taxable or deductible

Deferred tax 1s the tax expected to be payable or recoverable on temporary differences between the carrying amounts
of assets and liabiliies n the accounts and the corresponding tax bases used in the computation of taxable profit,
and 1s accounted for using the balance sheet liability method

Sarasin Investment Funds Limited 14




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2012

' 3 SIGNIFICANT ACCOUNTING POLICIES {continued)

Taxation (continued)

Deferred tax habilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised for all deductible temporary differences, carryforwards of unused tax credits and unused tax fosses, to
the extent that it 1s probable that taxable profits will he available against which deductible temporary differences,
carry-forwards of unused tax credits and unused tax losses can be utibsed Such assets and habilities are not
recognised if the temporary difference arises from goodwill or from the mtial recognition (other than in a business
combmnation} of other assets and rabilities 1in a transaction that affects nesther 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 1s no longer probable that sufficient taxable profits will be availlable 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 perrod when the lability 18
settled or the asset 1s realised based on tax rates and tax laws that have been enacted or substantively enacted at
the reporting date Deferred tax 1s 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 1s also recorded as other
comprehensive income

Financial Instruments Financial Assets

Financial assets within the scope of IAS 32 are classified as financial assets at fair value through profit or loss,
loans and recewables, heldto-matunity investments, avallable-for-sale financial assets, or as denvauves designated
as hedging instruments 1n an effective hedge, as appropriate The Company determines the classification of its
financial assets at initial recognition

All financial assets are recognised inittally at fair value plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs The subsequent measurement of financial assets depends on ther
classification as described below The Company s financial assets include investment securnities at fatr value through
profit or loss, trade and other recevables and cash and cash equivalents

Financial Assets Investment Secunties at Fair Value through Profit or Loss

Investment securities at far value through profit or ioss are carned in the statement of financral position at fair value,
with net changes In fair value recorded in the statement of comprehensive income

Financial Assets Trade and Other Recewvables

Trade and other recevables at the balance sheet date comprise amounts receivable from the provision of asset
management and advisory services Trade and other recevables are classified as loans and recewvables on initial
recognition, and are subsequently measured at amortised cost using the effective interest rate method, less
impawment Losses ansing from impairment, if any, are recogmised in the statement of comprehensive income  The
Directars consider that the carrying amount of trade and other recevables approximate therr farr value

Financial Assets Cash and Cash Equivalents

Cash and cash equivalents comprise cash at bank and short-term deposits with an onginal matunity of three months
or tess 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 Liabihties

Financial habilities within the scope of I1AS 39 are classified as financial habilities at far value through profit or loss,
loans and borrowings, or as denvatives designated as hedging instruments in an effective hedge, as appropriate The
Company determines the classificatton of 1ts financial liabilities at initial recognition All financial habilities are
recognised initially at fair value and 1in the case of loans and borrowings, plus directly attnbutable transaction costs
The subsequent measurement of financial habwlities depends on therr classification as descnbed below The
Company s financial habilities compnse trade and other payables These are classified as lpans and borrowings at
imtial recognition The Company has no financial habihities classified as financial habilities at farr value through profit
or loss and denvatives designated as hedging instruments

Financial Liabilities Trade and Other Payables

Trade and other payables are subsequently measured at amortised cost using the effective interest rate method
Gains and losses are recogmised in the statement of comprehensive income when the habilities are de-recognised as
well as through the effective interest rate method amortisation process

Financial Instruments De-recognition

Financial assets are de-recognised when the Company loses coentrol of the contractual nghts that compnse the
financial assets Financral habiites are de-recogmised when they are extinguished, that I1s, when the obligation
specified in the contract i1s discharged, cancelled or expired Any gain or loss on de-recogniion of the financal assets
and habibties 1s taken to income

Sarasin Investment Funds Limited 15




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2012

— - - - - - I - - - P [

4 SIGMNIFICANT 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 habilities as at the balance sheet date and the amounts reported for
revenues and expenses during the year and the accompanying disclosures 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 hkely developments in
the future

For the purpose of these financial statements, no significant judgements or estimates have been made that would
affect reported amounts or disclosures

I

5 CHANGES,IN-ACCOUNTING POLICY AND DISCLOSURE

.

|
'
| |’
| I

1
‘ =
|

The accounting policies adopted are consistent with those of the previous financral year

& STANDARDS iSSUED BUT NOT YET EFFECTIVE.  ~ .

—_——

The standards and interpretations that are 1ssued, but not yet effective, up to the date cf issuance of the Company's
financial statements are disclosed below This listing of standards and interpretations 1ssued 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

|IAS 32 Offsetting Financial Assets and Financial Liabilities — Amendments to iAS 32

These amendments clarfy the meaning of “currently has a legally enforceable nght to setoff” The amendments also
clanfy the application of the IAS 32 offsetting cntena to settlement systems (such as central cleanng house systems)
which apply gross settlement mechanisms that are not simultaneous These amendments are not expected to impact
the Company’s financial position or performance and become effective for annual penods begmning on or after 1
January 2014

IFRS 7 Disclosures — Offsetting Financial Assets and Financral Liabilities — Amendments to IFRS 7

These amendments require an entity to disclose information about nghts to set-off and related arrangements (e g,
collateral agreements) The disclosures would provide users with information that 1s useful in evaluating the effect of
netting arrangements on an entity's financial position The new disclosures are required for all recognised financial
instruments that are set off in accordance with 1AS 32 Financial Instruments Presentation  The disclosures also
apply to recognised financial instruments that are subject to an enforceable master netting arrangement or simiar
agreement, rrespective of whether they are set off in accordance with I1AS 32 These amendments will not impact the
Company's financial pesition or performance and become effective for annual periods beginning on or after 1 January
2013

IFRS 9 Financial Instruments Classification and Measurement

IFRS 9, as 1ssued, reflects the first phase of the IASB s work on the replacement of 1AS 39 and applies to
classification and measurement of financial assets and financial habilities as defined in 1IAS 39 The standard was
initially effective for annual pericds beginming on or after 1 Jlanuary 2013, but Amendments to IFRS 9 Mandatory
Effective Date of IFRS 9 and Transition Disclosures, 1ssued in December 2011, moved the mandatory effective date to
1 January 2015 In subsequent phases, the IASB will address hedge accounting and imparment of financial assets
The adoption of the first phase of IFRS 9 will have an effect on the classification and measurement of the Company’s
financial assets, but will not have an impact on classification and measurements of financial habilities The Company
will quantify the effect in conjunction with the other phases, when the final standard including all phases 15 1ssued

IFRS 13 fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all farr value measurements IFRS 13 does not
change when an entity ts required to use fair value, but rather provides gurdance on how to measure fair value under
IFRS when fair value 15 required or permitted This amendment will have no matenal impact the Company's financial
position or perfermance and becomes effective for annual peniods beginning on or after 1 January 2013

[
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NOTES TO THE FINANCIAL STATEMENTS
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6 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued) - \

Annual Improvements May 2012
These improvements will not have an impact on the Company, but include
IFRS 1 First-time Adoption of Internaticnal Financtal Reporting Standards

This improvement clanfies that an entity that stopped applying IFRS m the past and chooses, or 1s reguired, to apply
IFRS, has the option to re apply IFRS 1 If IFRS 1 is not re-applied, an entity must retrospectively restate its financial
statements as If it had never stopped applying IFRS

IAS 1 Presentation of Financial Statements

This wmprovement clanfies the difference between voluntary additional comparative information and the mimmum
required comparative information Generally, the minimum required comparative information 1s the previous period

IAS 32 Financial Instruments, Presentation

This improvement clarifies that income taxes ansing from distnbutions to equity holders are accounted for in
accordance with IAS 12 Income Taxes

These improvements will be effective once endorsed by the European Union

-

i 7 REVENUE - J
2012 2011
£ £

The Company’s revenue 1s stated net of VAT and 1s analysed as follows

Profit on sale of units/shares including imbal charges 28,302 121,186
Management fees 25,223,590 24,585,071
Performance fees 2,252,836 {61,525)
Administration fees 3,821,149 3,787,268
Other income 64,128 18.372

31,390,003 28,450,372

Revenue anses from services provided in the United Kingdom

E 8 PROFIT FROM OPERATIONS J
L —_——— e — e e —_— e ————— I —
2012 2011
£ £

Profit from operations has been arrived at after charging

Audrtors' remuneration for audit services 15,100 18,000

Amounts payable to Ernst & Young LLP and thewr associates by the Company in réspect of norraudit services were
£mil (2011 £nitl)

Sarasin Investment Funds Limited 17




NOTES TO THE FINANCIAL STATEMENTS
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9 INTEREST INCOME -

— - - —— - PRI R [ n =

2012 2011

£ £
Interest on cash at bank 32,330 48,763
10 FINANCE COSTS -
. - - - - — - - - T - - i
2012 2011
£ £
Interest on bank overdrafts 8,212 35,093
l T - T Tm e e o s s T T T e 7 - T 7 - 1
1 11 -TAX - \
2012 2011
£ £
Current tax
UK corporation tax at 24 5% (2011 26 5%) based on the profit for the year 1,122,504 228,826
Tax reconciliation
Profit before tax 4,581,650 863,494
Profit for the year, multiplied by the standard rate of corporation tax in 1,122,504 228,826
the UK of 24 5% (2011 26 5%)
Total corporation tax charge calculated from profit before tax and tax
expense reported In the statement of comprehensive income 1,122,504 428,826
Effective tax rate for the year 24 5% 26 5%
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' 12 DIVIDENDS . |
2012 2011
£ £

Amounts recogmised as distributions to equity holders in the year

Final dwvidend for the year ended 31 December 2011 160p 400,000 -
Final dividend for the year ended 31 December 2010 200p - 500,000
400,000 500,000
Proposed final dvidend for the year ended 31 December 2012 1,400p
{2011 160p) 3,500,000 400,000
['13 INVESTMENT SECURITIES - J
2012 2011
£ £
Investments at fair value 105,170 50,069

These investments are considered level one investments from an IFRS perspective as therr value 1s based on quoted
market prnices in hguid markets

M. . - T T

| 14 CASH AND CASH EQUIVALENTS |
2012 2011
£ £
Cash at bank 5,303,164 8,807,488

Bank overdrafts {695,777) (162,536)
4,607, 387 8.644 952

Cash at bank earns interest at the UK base rate plus 0 15% (2011 0 1%) The bank overdrafts do not accrue
Iinterest due to the establishment of an account netting arrangement for interest purposes

15 OTHER LIABILITIES

r

2012 2011
£ £
Other payables 379,080 457,731

All other liabilities are repayable on demand or within one year
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2012

' |
168 SHARE CAPITAL i

£ L
Authorised
Ordinary shares of £1 each 250,000 250,000
Allotted, called up and fully paid
250,000 (2011 250,000) Ordinary shares of £1 each 250,000 250,000
17 REMUNERATION OF KEY MANAGEMENT PERSONNEL

| E— - I -

The Directors were employed and remunerated as directors or executives of Bank Sarasin & Co Limited and its
subsidianes (“the group™} in respect of their services to the group as a whole and their remuneration has been paid
by other group companies [t 15 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 (2011 £48,000)

18 EMPLOYEES
[ -

The Company had no employees in the year {2011 nil)

- [ - - - _—— - - o — - —_— ———— . ———— e e = —

19 FINANCIAL INSTRUMENTS RISKS J

The main nsks associated with the Company's financial assets and habilities are set out below

i

Credit Risk

Credit nsk 1s the nsk of financial loss of outstanding credit minus the proceeds from the sale of collateral and any
bankruptey or hquidation dvidend that might be paid due 10 a counterparty’s failure to honour its obligation It arises
principally in retation to transactions where the Company provides goods or services on deferred terms and invests or
deposits surplus cash The Company s principal financial assets are cash at bank balances and trade and other
recewvables These represent the Company’s maximum exposure to credit risk in relation to financial assets

The Company s credit nsk 1s primarnly attributable to its trade and other recewvables including amounts due from
associated companies The amounts presented in the balance sheet are net of allowances for doubtful recevables,
estimated by the Company’s management based on prior experience and their assessment ¢f the cumrent economic
environment

The credt nsk on liquid funds i1s imited 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

Far the purpose of the Company’'s dealings with brokers in its capacity as ACD and Manager, the Company uses a
rating system to determine the selection of counterparties and the deahng volumes for them The critena are such
that only first-class counterparties are considered New relationships with brokers are discussed within the Chief
Investment Office Committee of Sarasin, which then defines and approves the necessary dealing volumes provided
the rating conditions are satisfied With regard to banks and custodians, a full review of such counterparties 1s
undertaken by the Sarasin Risk Commuittee on an annual basis
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2012

v 19 FINANCIAL.INSTRUMENTS RISKS (continued)

Foreign Exchange Risk

The Company's exposure to foreign exchange nsk 1s imited to the balances that are required for the settlement of
outstanding fees recevable m foreign currencies

Currency Change in 2012 3112 2012 Change in 2011 3112 2011
currency Effect on Effect on currency Effect on Effect on

rate profit equity rate profit equity

£ £ £ £

EUR +10 % 57,194 57,194 +10 % 64,632 64,632
EUR -10 % (69,504) (69,904) 10% (52,880) {52,880)
usD +10 % 5,375 5,375 +10 % 12,851 12,851
usD 10 % {4,398) {4,398) -10 % (10,541} (10,541)

The table above illustrates currency rate sensitivity for the most important foreign currencies for the Company by
modelling the impact of a £10% movement of those currencies against stering, assuming net positions in each
currency were unchanged at the balance sheet date If sterling had weakened by 10% against each currency (+10%
In the table), pre tax profit and equity for the year would have increased If sterling had strengthened by 10% against
the USD (-10% tn the table}, pre tax profit and equity for the year would have decreased

Market Risk

The Company does not take matenal propnetary positions  Its exposure to market sk 1s pnncipally refated to the
perfarmance of its iInvestment preducts and cormmercial success

Ligquidity and Financial Sclvency Risk

The Company’s solvency 1s monitored and mamtained within the framework of the regulations laid down by UK’s
Financial Services Authority  All current liabilities are due to be settled within 12 months

interest Rate Risk

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 obhgations on any
of its other iiabihties

Currency Change in 2012 3112 2012 Change in 2011 3112 2011
interest rate Effect on profit Effect on equity interest rate  Effecton profit  Effect on equity
Basis points £ £ Basis points £ £

GBP +100 46,074 46,074 +100 86,450 86,450

GBP -100 (46,074) (46,074) <100 (86,450) (86,450}

Interest sensitivity illustrates the impact of a parallel shift in the yield curve of £100 basis pomnts {bps) assuming
other factors are not changed If the interest rate 1s assumed to increase by 100 basis ponts {1%) it would produce
the rlustrated effects on the income statement and shareholders® equity A negative value has a negative impact on
the income statement or shareholders’ equity, while a positive value results 1in a higher profit or an increase in
shareholders’ equity
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| 20 RELATED PARTY TRANSACTIONS

Transactions between the Company and other group companies are disclosed below

Income Expenses Amounts owed
2012 2011 2012 2011 2012 2011
£ £ £ £ £ £
Sarasin & 63,000 - 23,524,778 24,604,906 3,607,226

Partners LLP

Income recewved from Sarasin & Partners LLP, the Company’s immediate parent company, relates to provision of fund
admimistrative services

Expenses paid to Sarasin & Partners LLP are in respect of services for investment management and distnbution of
the OEIC sub funds and the Alpha Common Investment Funds

The amounts outstanding are unsecured and will be settled in ¢ash The Company 15 a beneficiary of a £2 1m
overdraft facility guarantee from its immediate parent company No provisions have been made for doubtful debts in
respect of the amounts owed by related parties  All transactions were carred out on an arms-length basis

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 comprehensive income for 2012

L22 PARENT UNDERTAKINGS ]

The parent undertaking of the smallest group of undertakings for which consolidated accounts are prepared and of
which the Company 1s a member 15 Sarasin (UK} Limited, a company registered in Great Britain Copies of the
accounts of Sarasin (UK} Limited can be obtained from Juxen House, 100 St Paul's Churchyard, London ECAM 8BU

Sarasin (UK) Limited’s intermediate holding company is Bank Sarasin & Co Limited, a company incorporated n
Switzerland Comes of the accounts of Bank Sarasin & Co Limted accounts can be obtained from
Ehsabethenstrasse 62, 4002 Basel, Switzerland

Rabcbank previously owned 46 06% of the share capital of Bank Sarasin & Co Limited and held 68 63% of the
voting rights, making 1t majority shareholder in Bank Sarasin & Co Umited as at 31 December 2011 J Safra
Sarasin Holding AG acquied Rabobank's holding during 2012 As at 31 December 2012, ) Safra Sarasin Holding
AG owned 99 26% of the share capital of Bank Sarasin & Co Limited and held 99 57% of the voting nghts, making it
mayority shareholder in Bank Sarasin & Co Limited

[j23 CONTINGENT LIABILITIES 1

As at 31 December 2012 there were no contingent habilities {2011 £ml)
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