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Company Summary

The Company

The Company s an investment trust.
are listed on the Official List and traded on the
main market of the London Stock Exchange. The

its shares

Company 8 a member of The Association of
Investment Companies (‘AIC") and is a constituent of

the AIC Global Growth & Income sector.

Total assets less current liabilities at 30 September 2011
were £402.8 million.

Cbjective

Throughout the year, the investment objective of the
Company was to achieve a total return in excess of a
composite index, weighted as to 75 per cent FTSE
All-Share Index and 25 per cent FTSE World (ex UK)
Index, by
international portfolio of equities and equity-refated
securities. Within this overall objective, the Company
aims to maintain a progressive dividend policy which

investing principally in  a diversified

will be dependent upon, inter alia, the rate of revenue
growth within the investment portfolio, and the level of
dividend cover.

With “eﬁectf from—1 October 2011, the Company's
benchmark index changed from the composite index
as stated above, to a composite index weighted as to
80 per cent FTSE All-Share Index and 20 per cent
FTSE World {ex UK} Index.
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Investment Policy
The Company's investment policy is contained within
the Report of the Directors on pages 20 and 21.

Management
The Board has appointed F&C Investment Business
Limited, a wholy owned subsidiary of F&E Asset
Management plc, as investment managers. Details of
the management contract are provided in note 3 to
the Accounts,

Capital Structure

The Company's capital structure consists solely of
Ordinary Shares. Details are provided on page 18 and
in note 13 to the Accounts.

How to Invest
The investment
investment plans which facilitate investment in the

managers operate a number of

shares cof the Company. Details are contained on
page 53.

“You n:ay also invest through your stockbroker.

Website
The Company’s
assets.co.uk

internet  address is  www.british-




- Highlights for the Year

benchmark index

Net asset value total return of -5.1 per cent compared with a total return of ~4.3 per cent from the

e Maintained dividend of 6.112p per share, producing a dividend yield of 5.4 per cent at the year end

Change in benchmark index with effect from 1 October 2011 and re-alignment of portfolio with the

aim of generating a higher level of investment income

Appointment of Phil Doel as lead fund manager with effect from i October 2011

Performance Summary

30 September 30 September

2011 2010 % change
Total Return (ncte 1)
Net asset value (note 2) -5.1% 12.2%
Ordinary Share price —4.8% 21.2%
Composite index {note 3} —4.3% 11.7%
FTSE All-Share Index —4.4% 12.5%
FTSE World {ex UK) Index —4.0% 9.5%
Capital Values
Net asset value per Ordinary Share 117.9p 129.8p -9.2%
Ordinary Share price 114.0p 1256.5p -9.2%
—  Revenue.and Dividends. - — - — — _ — — - - - -
Revenue per Ordinary Share 57p 50p 12.0%
Dividends per Ordinary Share 6.112p 6.112p -
Dividend Yield 5.4% 4.9%
Premium/(discount) - Basic {3.3)% (3.3)%
- Debt adjusted (note 4) 2.2% 1.1)%
Gearing - Net of cash {note 5) 20.5% 21.0%
- Equity gearing {ncte 6) 4.9% 6.2%
Total Expense Ratio (as percentage of shareholders’ funds)
Management and other expenses 0.59% 0.72%
Management {sxcluding performance fee for 2010) and other expenses 0.59% 0.60%
2011 2011
. High Low
Year's Highs/Lows
Net asset value 140.5p 114.2p
Ordinary Share price 140.5p 112.4p
Premium/{discount) (basic) 2.6% {4.9)%

Notes

O R WA =

All total retum catculations are based on dividencs reinvested.

Net asset valua total retum is calcutated as the total return attributable to an Ordinary Share.
Compasite index of 75 per cent FTSE All-Share Index and 25 per cent FTSE Waorld (ex UK]) Indax.

Net asset valua adjusted to reflact market value of debt.

Gearing net of cash: (Investments - Shareholders’ Funds) = Sharehclders’ Funds.
Equity gearing: (Equity Investments — Sharehalders’ Funds) = Shareholders’ Funds.

British Assets Trust plc

Sources: F&C Investimant Business, AIC, Dalastream, and Fundamental Data.




Chairman’s Statement

Lynn Ruddick Chairrman

This has been another
economies and markets. The Company's net
asset value total return for the year ended
30 September 2011 was -5.1 per cent. This
compares with a total return of -4.3 per cent
_from the_composite index. of 75 per cent_ETSE
All-Share Index and 25 per cent FTSE World (ex
UK) Index, which was the Company's benchmark
during the year. The share price total return for
the year was —4.8 per cent and the debt-adjusted
premium of share price to net asset value per
share at the end of the year was 2.2 per cent.

challenging vyear for

For most of the year stock markets made
reasonable progress, with generally positive
economic indicators and encouraging corporate
newsflow. However, markets fell sharply in the
final months of the financial year as investors
became increasingly concemed about the
sovereign debt crisis in Europe and the outlook
for global economic growth. During the last
quarter of the year, the FTSE All-Share Index fell
by 14.3 per cent, its largest quarterly fall since the
third quarter of 2002.

In the UK, the government remains committed 1o
reducing debt levels but economic growth has
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been sluggish at best. However, company
balance sheets are generally in good condition
and earnings growth during the year was solid.
There has also been a good level of dividend
growth from UK companies and this was of
benefit to the Company during the year.

The table below provides a breakdown of the
estimated contributions to the net asset value
total return for the year. The relative contribution
from UK and overseas stock selection was
positive. However, with a fall in total assets
there was a negative contripution from gearing,
The contribution from asset allocation was also
negative as the Company was adversely
affected by its overweight exposure to emerging
markets  which  underperformed  developed
markets as the fears concerning reduced global
growth increased. However, we remain confident
that this allocation, which has contributed
positively 1o performance over the past three
years, will continue to do well over the longer
term.

Attribution of Retum

Market/benchmark return ~4.3%
Stock selection

UK equities 1.5

QOverseas equities 0.3
Asset allocation -0.9
Corporate bonds 0.3
Gearing -1.3
Expenses -C.7
British Assets Trust net asset value

total return -5.1%

The end of the financial year also marked the end
of the three year period since the Company's
overseas portfolios were consolidated into two
portfolios: a Global Developed {(ex UK) portfolio
and an Emerging Markets portfolio. Shareholders
may recall that this change was designed to




Chairman’s Statement (continued)

provide greater focus on the best individual
investment opportunities Overseas. The
Company’s net asset value total return for the
three years ended 30 September 2011 was
21.4 per cent and this was ahead of the total
return from the benchmark of 18.9 per cent. The
share price total return over the three year period
was 33.5 per cent.

Benchmark Index and Pertfolio Re-Alignment
At the end of the year, the Board announced
that, with effect from 1 Qctober 2311, the
Company's benchmark index would change from
a composite of 75 per cent FTSE All-Share Index
and 25 per cent FTSE World {ex UK} Index, to
80 per cent FTSE All-Share Index and 20 per
cent FTSE World {ex UK) Index. Since the year
. end the Company has therefore modestly
increased its exposure to UK equities and
corporate bonds to around 80 per cent of total
assets and reduced its exposure to overseas
equities accordingly. The Company has also
realigned the Global (ex UK) sub-portfolio to
generate a higher level of investment income. The
Board expects these changes to be beneficial to

~the level-of dividend cover—whilst maintaining—a

significant international equity exposure.

Earnings and Dividends

The Company's revenue eamings per share for
the year were 5.7p (2010: 5.0p). Three interim
dividends of 1.442p per share were paid during
the year and the Board recommends payment of
a final dividend of 1.786p per share, payable on
6 January 2012 to shareholders on the register
on 9 December 2011, This brings the totat
dividend for the year to 6.112p per share,
unchanged from the previous year and in
accordance with the Board's previously stated
expectations.

During the year, BP returned tc paying dividends,
albeit at only haif the level paid prior to the
dividend suspension in 2010. This, combined with
a continuing trend of increasing dividends in the
UK, where the Company earns most of its
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income, has been beneficial to the revenue

account.

The Board pays particular attention to the level of
dividend which we consider to be one of the
Company’s key attractions. As explained above,
we expect the changes to the portfolio since the
end of the year to be beneficial to the level of
dividend cover.

Gearing

As at 30 September 2011, the Company's level
of gearing, net of cash, was 20.5 per cent. This
was represented by 4.9 per cent of equity gearing
and 15.6 per cent in corporate bonds.

The Company’s borrowings comprise £60 million
6.25 per cent Bonds which are due for
redemption in 2031, and a £60 milion bank
facility which rmatures in  March  2013.
£23.2 million of the bank facility was drawn down
at the year end.

Management Arrangements

During the year, Julie Dent, who had been the
Company's lead fund manager since 2001,
decided to retire. It was announced that, with the
Board's full support, she would be succeeded by
Phil Doel who, with effect from 1 October 2011,
has been fully responsible and accountable to the
Board for all investment matters.

Unrelated to this change, at the end of the year
the Board also announced that it had agreed
changes to the management fee arrangements
with FRC. F&C was previously entitied to a basic
management fee equal to 0.3 per cent per
annum of the value of the Company’'s total assets
less current liabilities. FAC was also entitled to a
performance-related fee calculated on an annual
basis by reference to the performance of the
Company against the benchmark index over each
12 month period to 30 September. The maximum
performance-related fee which could have been
eamed by F&C in respect of any annual
pertormance period was 0.3 per cent per annum
of the value of equity shareholders’ funds at the




end of the period, depending on the level of
cutperformance.

With effect from 1 October 2011, F&C is no
longer entitled to a performance-related fee but
the basic management fee has been increased to
0.4 per cent per annum of the value of the
Company's total assets less current liabilities.

A summary of the terms of the F&C's
appointment is provided in note 3 to the
accounts.

Boardroom Diversity

The Board notes the recent review, by Lord
Davies of Abersoch, of gender diversity of the
beoards of UK-listed companies and the proposed
changes to The UK Corporate Governance Code
resulting from this review.

Any appointments to the Board are based on
merit, but we also take into account the need to
have a balance of, amongst other things, skills,
experience, independence and gender within the
Board. This will continue to be our policy.

" T"Annual General Meeting

The Company's Annual General Meeting will be
held at 12 noon on Wednesday 14 December
2011 at the offices of FAC Asset Management
plc, 80 George Street, Edinburgh. It wil be
followed by a presentation from Phit Doel. This is
a good opportunity for shareholders to meet, and
ask questions of, the Beard and Managers and
| would encourage you (o attend.
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The notice of Meeting is contained on pages
54 to 56 and a Form of Proxy is enclosed
separately with the Annual Report. Shareholders
who are unable to attend the Meseting are
encouraged to complete and return their forms so
as to ensure that their votes are represented at
the Meeting.

Outlook

The near term outlook for equity markets will be
heavily influenced by confidence in the enactment
and efficacy of the evolving polices to deal with
the sovereign debt and banking crisis in the
Eurozone. Intemationally, the outlook is less
negative with the US economy exhibiting
moderate growth and emerging markets also
making progress, albeit at a more moderate rate
than in the recent past.

Encouragingly, company balance sheets are
generally in good shaps, with low levels of debt,
but eamnings are likely to come under pressure if
the economic position deteriorates further. The
Managers’ expectation, however, is for continued
growth in dividend payments by companies. This,
combined with the changes made to the portfolio
since the end of the year, as detalled above,
should be of bensfit to the Company.

Lynn Ruddick
Chairman
14 November 2011




Investment Managers and
Investment Process

Phil Doel
Investment Manager

Phil Doel Investment Manager joined F&C Asset
Management plc (‘(FRC') in 2005 and was appointed
Investment Manager of British Assets Trust plc on
1 October 2011. He is a Director, UK Equities of
F&C and has over 15 years of fund management
experience.

_Investment Managers . o
British Assets Trust plc is managed by F&C
Investment Business Limited, a wholly owned
subsidiary of F&C. F&C is a leading asset manager
in both the UK and Europe with £103 billion under
management on 30 September 2011. The shares of
F&C are traded on the London Stock Exchange.

F&C provides investment management and other
services to a range of investment trust clients.

British Assets Trust plc

Gordon Hay Smith
Company Secretary

Gordon Hay Smith Company Secretary joined F&C
in 2001 and was appointed Company Secretary of
British Assets Trust in 2003. He is a chartered
accountant.

Investment Process. _ — -

British Assets Trust plc invests principally in a
diversified international portfolio of equities and
equity-related securities.

In managing the portfolio the Managers are
cognisant of the Company's requirement for an
above average level of investment income. Emphasis
is also placed on asset allocation, in particular
between UK and overseas equities and corporate
bonds, coupled with active stock selection.




Managers' Review

Introduction

With effect from 1 October 2011, | took over as the
Company's lead fund manager on Julie Dent's
retirement from F&C. In that role | manage the core
UK equity portfolio, allocale assets to the other sub-
portfolios and manage gearing within guidelines set
by the Board. | will continue the focus on achieving
a total return in excess of the benchmark index
whilst managing the revenue account to enable an
above average level of dividend to be maintained.

Performance for the year

In the year to 30 September 2011, the Company's
net asset value total return was —5.1 per cent,
which compares 10 a return of —4.3 per cent for its
composite benchmark index (75 per cent FTSE
All-Share Index and 25 per cent FTSE World (ex UK)
Index). The Company's share price tolal return was
-4.8 per cent.

For the three years to 30 September 2011 the
Company's net asset value total retum was 21.4 per
cent, which comparas to a return of 18.9 per cent
for its compaosite benchmark index. The share price
total return over this period was 33.5 per cent. This
period is significant because it represents the period
at the beginning of which the Company's overseas
pertfolios were consolidated into two portfolios: a

" Global Develoba(éx UK) portféﬁo and an Enzmgrging
Markets portfolio. This change was designed to
provide greater focus on the best individual
investment cpportunities overseas.

At 30 September 2011 the Company had gearing,
net of cash, of 20.5 per cent including 15.6 per cent
invested in corporate bonds.

Markets overall delivered positive returns during the
first ten months of the year, buoyed by improving
economic news and positive corporate  profit
statements. However, in late July an escalation in
the sovereign debt crisis in Europe, coupled with
renewed fears over the outlook for global econamic

Stockmarket Total Returns - Year to 30 September 2011 g

FTSE All-Share index

FTSE World (ax UK) Index

FTSE All-World Developed {ex UK) Index
MSCI Emerging Markeis Index

growth, reversed the prevaiting sentiment and stock
markets fell sharply, ending down for the year as a
whole. The recent sell off in equities more generally
reflects both a fear of a double dip recession and
the possible onset of a banking crisis, largely, but
not exclusively, within the Eurozone.

There is a perception that banks have been
chastened by the 2008 credit crisis and the
excessive leverage and risk taking of the preceding
years is a thing of the past. It is true that banks are
better capitalised than a few years ago and new
regulations have been passed that should ensure
that the excesses of the risky lending of those years
are never repeated. However, despite the capital
raising exercises in the intervening years, markets
have remained concermed about the financial
strength of the banking sector. Stress tesis carried
out by the Eurcpean banking authorities did little to
reassure the markets, as they did not consider the
possibility of soversign debt defaults. The
subsequent failure of Dexia, the first major casualty
of this most recent period of stress, which had very
comfortably passed the ''stress test” only a few
months before, provided strong evidence that the
market was coarrect in this view.

Markets_sensed that the authorities_had.lost control,-
with possible dire consequences for the banking
sector if defaults followed because of the substantial
holdings of peripheral sovereign debt on their’
balance shests. The capacity of the Europsan
Financial Stability Fund remains under scrutiny with
particular regards to its ability to support italy ang
Spain.

The weakness of the emerging markets so far this
year reflects a combination of the caontinuing geo-
political risks, high Inflation and somewhat less
positive economic growth expectations. These
markets tend to be highly sensitive to the prevailing
economic sentiment.

Local

Currency

—4.4% —4.4%
-4.0% -5.2%
-31% -5.0%
-149% -117%

Source: Datastream

Annual Report and Accounts 201+




Managers' Review (continued)

Fears of a global recession sent commaodity prices
sharply lower and the dollar strengthened, given its
safe haven status. Industrial commodities remain a
barometer for growth and will only see a meaningful
recovery when confidence retums to financial
markets. Precious metals have done well in this
environment but the sharp sell off in gold and silver
during September illustrates that they are not
necessarily the safe haven that many believed.

In the developed markets investors continue to
question the sustainability of the global economic
recovery. Growth remains sub-trend because of the
long lasting effects of the repayment of the debts
accumulated in preceding years. However, as the
effect of the adverse weather in the early part of the
year, the Japanese earthquake and, most
significantly, the political unrest in the Middie East
and North Africa that ied tc a sharp spike in the il
price, fade, the economic data should improve
somewhat. The longer term commitments made in
the US and elsewhere to continue therr highly
accommodative monetary policies, coupled with

Asset Allocation

Asset Allocation

concerted eﬁor‘ts to boost near term liguidity, should
also be supportive.

Companies have continued to produce solid
earnings growth showing that the quoted corporate
sector is managing the current environment well,
They are certainly in a better position than in 2007/8
with far lower levels of indebtedness, limited capital
spending commitments and managements ready
to act decisively and to cut costs again. With
disappointingly high levels of unemployment in many
western economies there is little upward pressure on
wages that would traditionally erode profits at this
point in an economic recovery.

With corporates in a far better shape, UK dividend
growth is expected to be double digit for 2011 with
high single digit growth overseas. As a result wag
have seen an improvement in the Company's
revenue position from last year. The revenue
account was also beoosted by selective option writing
when the opporiunity arose. The Company's
dividend remains uncovered by current vear net
income however — a matter to which | will return.

Thea asset allocation of the Company is shown in the table below:

30 September 2011 30 September 2010

Share- Sharg-

Benchmark holders’ Total holders’ Total

30,0911 Funds Assets Funds Assets

Asset Class % % % % %

UK Equities 75.0 79.3 63.9 76.2 62.0
Overseas Equities

— Global Developed {ex UK} 225 17.8 14.4 17.3 14.0

— Emerging Markets 2.5 7.8 6.3 12.7 10.3

Total Overseas Equities 25.0 25.6 20.7 30.0 24.3

Total Equities 100.0 104.9 B4.6 106.2 86.3

Corporate Bonds - 15.6 12.6 14.8 121

Net Current Assets - - 2.8 - 1.6

Actual Gearing® - (20.5) - (21.0) -

Total ) - 100.0 100.0 100.0 100.0

Potential Gearing - (24.7) - (23.0) -

*comprising equity gearing of 4.9 per cent (2010: 6.2 per cent) and 15.8 per cent in corporate bends (2010: 14.8 per cent)

During the financial year we reduced the exposure
to emerging markets in favour of UK income
stocks and reduced the Company’s gearing to
equities given the uncertain economic backdrop

British Assels Trust plc

and the failure to address the escalating debt
crisis in Europe. As a result the egquity gearing
remains at a level scmewhat below that in recent
years.




Sub-Portfolio Reports

UK - Major Holdings

Market % Total
Company Sector Value £m Investments
Vodalgne Telecommunications 213 52
GlaxoSmithKline Pharmaceuticals & Bictech 19.7 4.7
BP Qil & Gas 148 38
Royal Dutch Shel! Oil & Gas 12.3 30
Rio Tintc Mining 14 28
British American Tobacco Tobacco 1.4 2.7
HSBC Banking 105 25
Tesco Retailing 103 25
Scoltish & Southern Energy Electricity 8.0 22
Standard Chartered Banking 75 1.8

The UK portfolio returned -1.8 per cent compared insurance rates are likely to harden. Lancashire
with a total return of —4.4 per cent for the FTSE Holdings was a prime beneficiary of this expectation
All-Share Index. and was an excellent performer for the portfolio.
Holdings in the il sector had mixed fortunes -
whilst one of the smaller holdings, Bowlaeven, had
spectacular success in late 2010, the benefits were
somewhat eroded later in the period by concerns

The UK market's decline in total return terms over
the period was in line with other major developed
markets outside the Eurozone. The combined
impacts of the independant Commission_on Banking_ _

over~its~future™ financing™ Cairn"Energy ~was "also~a’
poor performer with disappointing drilling results in
Greenland.

review, global regulatory pressures, low interest
spreads, subdued lending (as banks de-lever their
balance sheets) and provisioning for, amongst other
areas, payment protection insurance and the mark- At the corporate level, businesses have generally
to-market re-pricing of Eurozone government bonds, reported eamings growth and a scfid recovery in
all contributed to make the banking sector, once dividend payments. Dividend growth in the calendar
again, the worst performing major sector in the year 2011 is now forecast by many to be above 10
FTSE All-Share Index. After several years of strong per cent. That said, the market remaing cautious
performance mining stocks delivered poor retums, about the sustainability of earnings for next year.
as profit taking earty in 2011 was exacerbaied by According to Citigraup, the expectations in the UK
fears of a Chinese economic slowdown. Traditional are for mid to high single digit earnings growth in
defensive sectors such as tobacco, utilities, mobile 2012, However from a macro-economic perspective
telecommunications and pharmaceuticals were Citigroup expects eamings to fall by around 10 per
strong and all delivered positive returns. cent. We do not believe this less optimistic view
would necessarily detrimentally impact the dividend
prospects for 2012 however, as explained in the
outlook section on page 14.

At the stock level the Company's defensive positions
in Scottish & Southern Energy, British American
Tobacco, Vodafone, Shire and GlaxoSmithKline all
performed well. The Company also benefitted from The UK economy continues to experence ilow
bids by Cheung Kong for Northumbrian Water growth. Inflationary expectations have fallen with the
Group and Hewlett Packard's acquisiion of Bank of England keeping interest rates at just
Autonomy. In the wake of the Japanese tsunami 0.5 per cent throughout the year. The events in the
and the devastating earthquake in New Zealand, FEurozone are, as the Prime Minister recently pointed

Annuat Report and Accounts 2011 9




10

Managers' Review (continued)

out, the greatest risk to the UK economy in the
short term. The crisis is adversely affecting the
banking sector and, in conseguence, the European
economies which are the UK's main trading partners
and, unless resolved, will lead to slow economic
growth throughout 2012 and beyond. In the US,
“quantitative easing” ('QE’) has stabilised the
economy but has not generated much economic
growth, The impact of the latest round of QE in the
UK remains to be seen.

Global Developed (ex UK) - Major Holdings

Qur prefarence remains for stocks which are
financially rcbust and where the supply/demand
characteristics remain favourable. With only around
a third of the eamings of the FTSE All-Share Index
heing generated in the UK, however, it is important
to have a global perspective on the outlook, We
remain positive towards companies with emerging
markets exposure, although we are being selective,
and in developed markets we prefer US derived
earnings to those from Europe.

Market % Total

Company Country Sector Value £m Investments
Exxon Mobil UsSA Oil & Gas 23 08
Nippon T&T Japan Fixed Line Telecommunications 1.8 04
Kia Motors South Korea Automobiles & Parts 1.8 04
Intel UsA Technology Hardware & Equipment 16 0.4
General Electric USA General Industrial 1.6 0.4
Walgreen USA Food & Drug Retailer 1.5 04
Bank of Montreal Canada Banking 15 04
Zurich Financial Switzerland Non-Life Insurance 1.5 04
Dell USA Technology Hardware & Equipment 1.4 03

1.4 03

Citigroup USA Banking

The Global Developed (ex UK) portidlio returned
0.4 per cent compared with a total retum of -3.1
per cent for the FTSE All-World Developed (ex UK)
Index.

The portfolio once again outperformed the
benchmark for the vyear. This sub-porifolio - is
managed using our systematic, or quantitative,
investment process. This centres on three key
variables when looking at the fundamental properties
of companies in order to predict future retums:
Value, Growth and Quality. The Value component
made the largest positive contribution; Growth had a
small positive contribution whereas Quality made a
small negative contribution.

There was a significant contribution in the past year
from stock specific events, offsetting the negative
impact in the previous 12 months. The main
contributors  were overweight positions in  Kia
Motors, which showed strong performance on the

British Assats Trust plc

back of a string of successful new mods! launches
with  consequent market share gains, and
International Paper, which rallied after taking over
competitor  Temple-Intand.  Although the takeover
was done at a hefty 37 per cent premium to its
share price, the rmarket viewed the reduction in
competition as highly positive for the business
prospects of the secior. eBay also delivered strong
performance as a ‘‘recovery” story as did Dell and
Willams Company {a US utility group) which rallied
strongly after announcing the spin-off of their pipe-
line natwork.

Returns in developed markets collapsed in the last
two months of the financial year as the European
sovereign debt crisis escalated and the authorities
failed to adeqguately address the problem. With
money being transferred to the weaker, insolvent
periphery countries from the stronger nations and
the recipients expected to implement strict austerity




packages, the political and social unrest has
intensified. The ultimate solution may lie in full fiscal
and political unicn within the European Union but
markets have conciuded that the hurdles to achieve
this are significant.

Such discord will make it very difficull to reach an

agreement between the governments of the
respective  members who  ultimately remain
answerable to their electorates which, in many

cases, are strongly opposed to closer fiscal co-
operation. The fallout from the debt crisis continued
to accelerate during the summer as reflected in the
poor perfarmance of all global financial markets. The
response to the Greek default is likely to be the
defining moment of this crisis and will shape the
destiny of economies not only in Eurcpe but
beyond.

In the US, signs that the economy was running out
of steam, coupled with political wrangling over the
raising of the US government debt ceiling, severely
damaged political credibility and contributed to

Annual Report and Accounts 2011

recent market weakness, This culminated in August
with the rating agency, S&P downgrading the US
credit rating from AAA to AA+ with a negative
outlook over fears that the deficit reduction plans
passed by Congress were insufficient. Despite the
downgrade, the performance of US treasury bonds
has been remarkable since, with vields on 10 year
bonds dipping below 2 per cent. This reflects the
significant flight to safety and from risk assets seen
across the globe as global risk aversion has
grown.

Japan was severely affected by the earthgquake and
tsunami in March this year but is now recovering.
This recovery means it is one cf the few markets in
the world with sirong earnings prospects which is
aiding short term equity market performance. The
Yen has also benefited from its perceived ''safe
haven" status, despite Japan's high levels of
government debt, and it is likely that the government
will continue to intervene to devalue the currency as
has recently happened to the Swiss Franc.

1
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Managers' Review (continued)

Emerging Markets - Major Holdings

Market % Tolal
Company Country Sector Value£m Investments
Samsung Electronics South Korea Technolegy Hardware & Equipment 1.1 c3
Banco Bradesco Brazil Banking 1.1 03
Taiwan Semiconduclor. Taiwan Technology Hardware & Equipment 1.0 0.2
Petrobas Brazil Oil & Gas 10 02
Vale Brazil Mining 09 a2
Industrial & Commercial
Bank of China Hong Kong Banking 0.7 02
Grupo Financiero Banco  Mexico Banking 0.7 02
MTN Group South Africa Mebile Telecommunications 0.7 02
Anglo American South Africa Mining 0.7 0.2
Kasikornbank Thailand Banking 06 0.2

The Emerging Markets portfolic retumed -18.0 per
cent compared with a total retum of —14.9 per cent
for the MSCI Emerging Markets (ndex.

Emerging markets endured a tough vyear as
investors reduced risk due to concerns about a

possible_global. recession. Generally perceived-as.

being bhigher risk, they underperformed their
developed counterparts, particularly in the turbulent
two months at the end of the year. European
emerging markets underperformed as the European
debt crisis escalated. The smaller markets of the
Middie East region also suffered in the middle of the
year on the back of the widening unrest in the
Arabian peninsular.

Wegkness in commodity prices coupled with a
reversal of the strength in the Brazilian Real against
the US Dollar contributed to sending the Brazilian
market sharply lower. Fears about domestic
monetary policy, which has been repeatedly
tightened through rate rises and increasing reserve
requirements in the banking system, coupled with a
dip in growth, prompted a sharp sell-off in the
Chinese equity market. In India, rising interest rates
o combat inflationary pressures also impacted
negatively on the market. In the Pacific region equity
markets generally outperformed but remain sensitive
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to investors' perceplion of the health of the global
economy.

If the US lapsed into a significant recession (which
is not our current view) the impact on emerging
markets would probably be a “hard landing” in

-most of the economies. It-is—-not- yet true to say

that emerging markets have totally decoupled from
developed markets, mainly because the growth of
these economies remains export dependent, and
they would suffer from a fal in demand. With the
recent fall in commodity prices and {ollowing
several months of policy tightening measures in
emerging markets, it appears as if inflation is near
its peak.

Emerging markets continue to face the challenges of
domestic inflation together with stuttering growth in
the West and severe stresses in the Eurozone
financial system. The situation in Europe remains the
key risk, with the 1ming of any agreed debt
restructuring ptan unclear. Across the emerging
regions, both growth and inflation are moderating.
This has led io the firsi interest rate cuts in Turkey,
Brazil and Russia. Our focus is currently on the so-
called BRIC countries, Brazil, Russia, India and
China, where we see an attractive blend of lower
inflation, steady growth and cheap valuations.




Corporate Bonds

The corporate bond portfolio retumed -0.8 per cent
over the year. This compares with a positive total
return of 2.1 per cent for investment grade bonds as
measured by the Merrill Lynch All Stering Non-Gilts
Index and a negative total retum of 7.1 per cent for
high yield bonds as measured by the Merrill Lynch
Eurgpean Currency High Yield Index.

The primary objective for the bond portfolio is,
however, to supplement the Company's income.
This is achieved by investing in a diversified portfolic
of bonds drawn from both investment grade and
high yield. We aim to deliver a total retumn over time
which is comparable with the return we can expect
from equities and above the cost of borrowing.

Corporate bond markets had a difficult year due to
the ongoing problems in peripheral Eurozone
countries. Indeed, returns may have been much
worse werg it not for a further fall in the interest
rales available on government bends. The UK
Monetary Policy Committee has not moved base
rates since March 2009 and, with littte prospect of
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that changing soon, short term interest rates have
remained low. Longer term vields also fell
significantly during the year as UK govemment
bonds benefitted from their **safe-haven’ status and
in anticipation of more quantitative easing to combat
moribungd ecconomic growth.

The medium term prospect for corporate bonds
remains favourable with the yield premium to
govemment bonds attractive. Volatility, though, is
likely to persist and returns in the short term are
likely to depend on the nature of any solution found
for the Eurczone sovereign debt crisis. On a positive
note, balance sheets of companies are much better
positioned to withstand economic malaise than in
2008/9. Three years on from the collapse of Lehman
Brothers, financial companies have made much
progress in reshaping their balance sheets but this is
overshadowed by the extent of the crisis in
peripheral countries. The deleveraging and capital
rebuilding is likely to continue for many years as
fiscal austerity will hamper growth and prolong the
process.
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Managers' Review (continued)

Outlook

As will have been gauged from reading the regional
reports, the direction of markets globally in the near
term will be dictated by how politicians respond to
the Eurozone savereign credit and banking sector
issues rather than broader economic newsflow.

Eurozone peoliticians have outlined a series of
measures they intend to undertake, including a
rgcapitalisation  of weaker banks, a significant
increase in the effective capacity of the European
Financial Stability Facility and a proposed voluntary
reduction of 50 per cent in the value of Greek
bonds. The challenge for them is now to enact all of
these measures in a timely and effective fashion.
The pressure for this 10 be achieved will be exerted
by both the capital markets and the wider
international financial community.

Whatever the ouicome of the current debt crisis it
would appear inevitable that European (including the
UK) economies are destined to experience well
below historic trend growth as the process of
governmental and perscnal deleveraging continues.
The risks in the UK of a renewed recession have also
increased as export growth, particularly to Eurcope,
our key trading partner, has siowed. The US is stil
growing at a moderate pace, aided by ongoing
govemmental and monetary  policy” stimulus - ‘the
challenge of reducing federal deficits is still to be
really addressed and will likely stay on hold until after
the presidential elections in late 2012. Qur current
view is that the US will avoid recession but will
continue to grow at a slow pace with unemployment
well above the average. Overall, emerging markets
still exhibit better, if more volatile, economic growth
prospects in the medium to longer term.

With this backdrop and whilst headline market
gamings based valuations look very modest in a
historic context, the rsk is that these eamings
expectations are too optimistic. From  our
perspective the market is therefore discounting the
likelihood of substantial reductions in  these
estimates of future profitability.

Despite this subdued economic outlook, companies
are generally in good health and do have the
financial capacity to invest in their businesses.

Marging are as high as they have been in recent
times, cashflows are strong, balance sheets robust
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and, as a result of the broader slowdown, input
costs are subdued. In addition, larger companies are
successfully accessing the corporate bond market to
refinance at lower costs than banking or eguity
capital markets are cunmently charging.

The qusstion is how will companigs utilise this
position? They could embark on major programmes
of capital investment to meet future demand, but
this seems unlikely given the muted sconomic
growth outlock described above and typically long-
term payback periods. An alternative route to market
share growth is through acquisitions and certainly
we would expect to see ongoing M&A activity,
although this is more likely to be of an incremental
nature rather than transformational (or that dreaded
word "‘strategic'’) nature.

tmportantly, we do expect increasing shareholder
returns through both buybacks and dividend growth.
Dividend cover ratios are generally high and the
availability of cash in quality companies makes this
an obvious way for shareholders to be rewarded at
times of slower top line growth. This is particularty
important for our management of the Company.

Since the year end we have made two changes of
asset allocation in order to pull forward the date at
which the Corpany should be able to eam more
income, whilst mainlaiﬁihg the exposure 1o the real ~
growih we expect in equity dividends. The primary
change has been to move the Global (ex UK)
exposure to a higher yielding portfolio. We have also
somewhat reduced the direct exposure to emerging
markets and increased the allocation to the higher
yielding UK market. The international nature of the
UK market (with around 70 per cent of revenues
generated outside of the UK) enables us to access
significant exposure to the somewhat betier
economic growth prospects of the US and emerging
economigs to which we refer above. In addition to
the impact on the Company's revenue account we
believe that, at a time when the near temm outlock is
somewhat uncertain, this will alsc enhance near
term total shareholder returns.

Phil Coel

Investment Manager

F&C Investment Business Limited
14 November 2011




Classification of Investments

COverseas

United Developed Emerging 2011
Kingdom {ex UK} Markets Total
'000 £'000 £°000 £'000

Sector Weighting : ‘
Oil & Gas 38,853 6,528 2,580 47,771
Basic Materials 23,975 3,959 2,289 31,223
Industrials 20,137 6,080 2,628 28,855
Consumer Goods 22,460 5,855 4,141 32,456
Health Care 30,056 6,717 - 36,773
Consumer Services 24,548 7,655 2,465 34,668
Telecommunications 30,052 2,722 1,416 34,190
Utilities 18,968 3,058 - 22,026
Financials 60,444 12,189 6,056 78,689
Technology 2,771 6,389 4,212 13,372
Total 272,064 61,162 26,797 360,023
Corporate Bond Portfolia 43,093 10,447 - 53,540
Total Investments 315,157 71,609 26,797 413,563
100.0

% of Total Investments 76.2 17.3 8.5

Total Equity portfolio weighting (% total equity investments) versus Composite Benchmark Index
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Investment Portfolio

Company % of Total % of % Change 2010

Valuation Invest- Porticlic  Country in Dividend  Valuation
£'000 menls Income of listing 2010-2011° £'000

Vodafone

The werld's largest global provider of mobile

telecommunication services. 21,349 52 6.3 UK 7.1 17,747

GlaxoSmithKline

Invoived in the research, manufacture

anc sale of pharmaceuticals. 19,659 4.7 5.4 UK 6.4 18,138

BP

One of the world's largest integrated oil and

gas companies. 14,761 3.6 3.3 UK {40.8) 15,677

Royal Dutch Shell

One of the wortd's largest integrated oil and

gas companies. 12,305 3.0 4.5 UK 55.7 17,456

Rio Tinto

A globally diversified mining company. 11,430 28 1.6 UK 28.7 18,435

British American Tobacco

The world's largest international tobacco group. 11,378 2.7 2.7 UK 13.7 12,989

HSBC

Provides a comprehensive range of banking

and related financial services on a global basis. 10,534 2.5 356 UK 11.8 20,125

Tesco

An international food retailar, 10,297 2.5 22 UK 10.8 10,710

Scottish and Southern Energy

One of the'largest energy-companies-inthe LK. - 8883 — 22 _ 28 - UKC AR 9,279

Standard Chartered

Provides personal and corporate banking

services on a global basis. 7,498 1.8 1.5 UK 4.8 2,618

Ten largest investments 128,204 31.0 33.9 143,172

* British Assets Trust's financial years to 30 September 2011 and 20106,
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Investment Portfolio (continued)

Company % of % of
Valuation Tota! Portfolio Country
Sector 2000 Investments Income of listing
-AstraZeneca Pharmaceutical & Biotech 7.168 1.7 2.4 UK
BG Group Oil & Gas 5,845 1.4 0.4 UK
BT Group Fixed Line Telecommunications 4,685 1.1 1.0 UK
Imperial Tobacco Group Tobacco 4,587 1.1 1.0 UK
BAE Systems Aerospace & Defence 4,557 1.1 1.4 UK
Prudential Life Insurance 4,401 1.1 [o}:) UK
Man Group Generzl Financial 4,442 1.1 20 UK
Inmarsat Mabile Telecommunications 4018 1.0 1.1 UK
Compass Group Travel & Lefsure 3.978 1.0 0.5 UK
Centrica Gas,Water & Multiutilities 3,684 09 08 UK
Twenty largest investments 175,660 42.5 45.3
Barclays Banking 3,506 0.9 07 UK
London & Stamford Real Estate 3,513 0.8 0.8 UK
Xstrata Mining 3313 c.8 05 UK
Resolution Life tnsurance 3,153 0.8 1.1 UK
Intermediate Capital General Financial 3,138 0.8 1.4 UK
Melrose fndustrial Engingering 2,928 0.7 - UK
National Grid Electricity 2.871 c.7 09 UK
Unilever Food Producers & Processors 2,726 07 0.5 UK
Carnival Travel & Leisura 2,670 0.6 0.3 UK
Johnson Matthey Chemicals 2,664 0.6 0.4 UK
Thirty largest investments 206,231 49.9 52.0
iEnergizer Support Services 2,611 0.6 - UK
Talvivaara Mining Conv 5.25% 20/05/13  Mining 2,577 G.6 08 UK
CATCo Reinsurance Opporunities Fund  Equity Investment Instruments 2,551 0.6 - UK
Carador Income Fund Equity Investment instrurments 2,543 0.6 11 UK
Beazley MNon-Life Insurance 2,538 C.6 0.8 UK
United Ultilities Gas,Water & Multiutilities 2,417 0.6 0.6 LIK
Shire Pharmaceutical & Biotech 2,288 0.6 [A] UK
BExxon Mobit— —- —_ il & Gas — - —~- 2,285— --.06 - 03 USA,
Gas Support Services 2,235 0.5 0.4 UK
Tullow Ol Qil & Gas 2,200 0.5 48] UK
Forty largest investments 230,476 55.7 56.3
Raven Russia Real Estate 2,027 0.5 0.2 UK
Diageo Beverages 1,870 0.5 0.3 UK
Angle American Mining 1,839 05 0.3 UK
Doric Nimrod Equity Investment Instruments 1,887 05 - UK
Tullett Prebon General Financial 1,876 0.5 0.5 UK
Nippon T&T Fixed Line Telecommunications 1,830 04 03 Japan
Kia Motors Automobiles & Parts 1.817 0.4 0.1 South Korea
Spectris Electronic & Electrical Equipment 1,818 0.4 0.2 UX
BBA Aviation Inclustrial Transport 1.771 0.4 05 UK
Firstgroup Trave! & Leisure 1,684 04 0.6 UK
Fifty largest investments 249,003 60.2 59.3
Other equity invastments (178} 113,507 21.5 228
Other corporate bonds (283) 50,963 12.3 17.9
Total investments 413,563 100.0 1000

Note: The full portfolio list will be available on the Company's websitg following publication of the Annual and Interim Reports.

British Assats Trust pic
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Capital Structure

The Company’s capital structure consists solely of Ordinary Shares.

Ordinary Shares

At 30 September 2011 there were 291,112,282
Ordinary Shares of 25p each in issue (2010:
291,112,282 Ordinary Shares).

The Ordinary Shares are designed to provide income
and capital growth and their value will be dependent
on, inter alia, the underlying income and capital
growth of the Company’s investment portfolic.

Capital Entitlement

In the event of a winding up, after meeting the
liabilities of the Company, the surplus assets would
be paid to the holders of Ordinary Shares and
distributed among such holders pro-rata.

Voting Entitlement
Each Ordinary Shareholder is entitled tc one vote on
a show of hands, and on a poll to one vote for every
Ordinary Share held.

Unless the Board otherwise decides, no member is
entitled in respect of any share hetd by him to vote
{either personally or by proxy or by a corporate
representative)] at any general meeting of the
Company if he is a person with a 0.25 per cent
interest (as defined in the Articles of Association) and
he has been served with a restriction nolice (as
defined in the Articles of Association) after failure to

_Teﬁ Year Record

provide the Company with information conceming
interests in those shares required to be provided
under the Companies Acts.

Income Entitlement

The revenue profits of the Company (including
accumulated revenue reserves) are available for
distribution by way of interim and #inal dividends to
the holders of the Ordinary Shares.

Subject to the provisions ¢of the Companies Acts,
the Company may by ordinary resciution from time
to time declare dividends in accordance with the
respective rights of the members, but nc dividend
can exceed the amount recommended by the
Board. Subject to the provisions ¢f the Companies
Acts, the Board may pay such interim dividends as
appear to the Board to be justified by the financial
position of the Company. The Board may withhold
payment of all or any part of any dividends or other
mories payable in respect of the Company's
shares from a person with a 0.25 per cent interest
(as defined in the Aricles of Association) if such a
person has been served with a restriction notice (as
defined in the Articles of Association) after failure to
provide the Company with information concerning
interests in those shares required to be provided
under tne Companies Acts.

Net Asset Benchmark  Net Asset Revenue  Dividends

Value Index Value per Crdinary per per Total
At 30 Total Total Ordinary Share Discount Ordinary Ordinary Expense
September Return Return Share Price {basic) Share Share Ratio
2001 18.7% (22.7)% 139.4p 118.5p 15.0% 7.1p 5.326p 0.80%"
2002 {29.3)% (21.5% 94.8p 90.3p 4.6% 4.0p 5.326p 0.94%"
2003 17.0% 17.5% 104.9p 98.8p 5.9% 4.1p 5.326p 0.72%
2004 14.2% 13.6% 114.3p 101.0p 11.6% 4.0p 5.326p 0.94%"
2005 27.8% 24.6% 142.5pt 126.5p 11.2%t 4.8p 5.326p 1.05%t%"
2006 10.9% 13.2% 152.5p 132.5p 13.1% 6.3p 5.486p 0.62%
2007 8.7% 12.5% 161.4p 140.8p 12.8% 5.7p 5.706p 0.63%
2008 {26.8/% (20.3)% 114.0p 100.8p 11.6% 6.2p 5.934p 0.61%
2009 13.8% 11.1% 121.8p 109.2p 10.4% 5.8p 6.112p 0.89%"
2010 12.2% 11.7% 129.8p 125.5p 3.3% 5.0p 6.112p 0.72%"
2011 (5.1)% (4.3)% 117.9p 114.0p 3.3% 57p 6.112p 0.59%

‘Includes performance fee.

#Excludes speciai dividend of 0.5p per Ordinary Share.

tRastated for changes in accounting standards.
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Board of Directors

Lynn Ruddick {1

Chairman

was appcinted as a Cirector

in 2004 and Chairman in

December 2009. She is

Chairman of Fidelity Specia

Values ple, a non-exscutive
Direcior of Blackrock Frontiers Investrment Trust plc
and Standard Life UK Smaller Companies Trust plc,
a member of the Investment Committees of The
Pearson Group Pension Plan and Western Provident
Association, Chairman of the WPA Pension Scheme
Board and a trustee of the Scottish & Newcastle
Pension Scheme. She was previcusly a Managing
Birector of Merrill Lynch Investment Managers where
she headed
business unit.

the company's investment trust

James Long "t

was appointed in  2006.
He was formery Director
of Risk and Compliance
for AstraZeneca Europe,
Corporate  Finance Director
of Inchcape plc and

lan Russell *t{}
was appointed in 2008. He
was formerly Chief Executive
of Scottish Power plc. He
is currently
Chairman of Johnston Press
plc, Remploy Ltd, the
Advanced Power AG advisory board, and the
University of Edinburgh campaign board, a non-
executive director of British Polythene Industries plic,
The Mercantile Investment Trust plc, and an adviser
to the Clyde Bergemann Power Group.

non-executive

Jimmy West "t1
Senior Independent Director
was appointed in 1995 and
was formerly a Managing
Director of Lazard Brothers
and Co Lid and Chief
Executive of Lazard Asset
Management Ltd. He is Chairman of New City High
Yield Fund Ltd and Canaccord Genuity Lid, and a
non-exacutive director of JPMorgan Income &
Capital Trust plc, Aberdeen Smaller Companies High
Income Trust plc and UK Select Trust plc. He is

“Managing Difector, Asia and Emerging Markets, for —Chairman of-Associated British -Foods Pension-Fund--

the ESAB Group. He is Chairman of JPMorgan
Asian Investment Trust plc.

James Macleod "Ji
Chairman of the Audit
Committee
was appointed in 1998 and
was a partner of Emnst &
Young {and its predecessor
firms) for 25 years until his
retirernent in 1898. He is a non-executive director of
Scottish Investment Trust plc and is a Chartered
Accountant.
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Lid.

* Member of the Audit Commitiee

1t Member of the Management Engagement and
Remuneration Committee

1 Member of the Nomination Committee

19




Report of the Directors

The Directors submit the Annual Report and
Accounts of the Company for the vyear ended
30 September 2011,

Results and Dividends
The results for the year are set out in the attached
accounts.

First, second and third interim dividends, each of
1.442p per Ordinary Share, were paid on 8 Apri,
8 July and 7 October 2011 respectively. The Board
recommends a final dividend for the year of 1.786p
per Ordinary Share payable on 6 January 2012 to
shareholders on the register at close of business on
9 December 2011.

Principal Activity and Status

The Company (company number: SC 3721) is a
public limited company and an investment company
in terms of the Companies Act 2006. it has been
approved by HM Revenue & Customs as a
investment trust for tax purposes for previous years
up to and including the year ended 30 September
2010, In consequence, the Company is not liable to
tax on capital gains. The Directors intend to ensiire
that the Company continues as an investment trust.

The Company is required to comply with company
the rules of the UK Listing Authority, UK
Financial Reporting Standards, and its Articles of

law,

Association,

Capital Structure
The Company's capital structure is set out on
page 18.

Business Review

The Beard of Directors is responsible for the overall
stewardship of the Company, including investment
and dividend policies, corperate strategy, gearing,
comorate  governance  procedures, and  risk
management. Biographical details of the Directors,
all of whom are non-exgcutive, can be found on
page 19. The Company has ne executive Directors
or employees.
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Objective
The Company's investment objective is shown on
page 1.

fnvestment Policy

The Company invesis worldwide in companies
which F&C Investment Business Limited ('FCIB' or
‘the Managers’), believe will generate a combination
of long-term growth in capital and income for
shareholders.

The Company has not set maximum exposures for
any geographical regions or sectors. However, the
greater part of the Company’s investments wil
normally be UK equities. The Company also invests
in other countries or ragions and in a portiolic of
corporate bonds. it would nomally be expected that
most of the Company's investments will be equities
and equity-related securities (including corporate
bonds). However, the Company is not prohibited
from investing in other types of securities. No
individual investment in the portfolio may exceed
10 per cent of the Company's total assets, The
Company will not nommally invest more than one per
cent of its total assets in unhsted sgcurities at the
time of investment.

No more than 10 per cent of the Company's total
assets may be invested in aggregate in other listed
closed-ended investment companies unless such
investment companies themselves have published
investment policies to invest no more than 15 per
cent of their total assets in other closed-ended
investment companies, in which case the limit is

15 per ceni.

The Company may use derivatives, principally, but
nct exclusively, for efficient portfolio management,
that is to reduce, transfer or eliminate investment
risk in its investments, including protection against
currency risks.

The Company uses gearing to enhance income and
capital returns over the long term and may borrow in
stering or other curencies. The Company’s Articles
of Association contain a borrowing limit equal to the




value of its adjusted total of capital and reserves.
However, equity gearing (see definition on page &)
would not normally be expected to exceed 20 per
cent of shareholders' funds.

investment of Assets

At each Board meeting, the Board considers
compliance with the Company’s investment policy
the
reporting pericd. An analysis of the portfofio on
30 September 2011 is contained in note 9 to the
accounts and in the Managers' Review on pages
7 to 14. The 50 largest investments are shown on

pages 15 and 16. The Company's borrowings are

and other investment restrictions during

described in notes 11 and 12 to the accounts.

Strategy

As part of its strategy, the Board has contractually
delegated the
portfolio, and other services, to the Managers.

the management of invastment

The investment strategy employed by the Managers
in meeting the investrment objective “focuses—on
asset allecation, in particular between UK and
overseas equities, corporate bonds, cash and
gearing, coupled with active stock selection. The
selection of investments is based on analysis of,
amongst other things, market positioning and
competitive advantage, financial strength and
cashflow characteristics. As part of this process the
the

requirement for an above average level of investment

Managers are cognisant of Company's

income.

The Company's
abjectives is measured against key performance

performance in  meeting iis
indicators as set cut on the following page. Reviews
of the Company’s retums during the financial vear,
the position of the Company at the year end, and
the outlock for the coming year are contained in the
Chairman’s Statement on pages 3 to 5 and the
Managers' Review on pages 7 10 14, both of which
form part of this Business Review.
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Principal Risks and Risk Management

The Company's assets consist mainly of listed
sgcurities and its principal risks are therefore market-
related. The Company is also exposed 10 currency
risk in respect of overseas markets in which it
invests. More detailed explanations of these risks
and the way in which they are managed are
contained in note 18 to the accounts.

Other risks faced by the Company include the

following:
e Extemal - events such as terrorism,
protectionism, inflation  or deflation, economic

shocks and recessions, regulatory changes and
movemnents in interest rates and exchange rates
could affect share prices in particular markets.

¢ Investment and strategic - incomect strategy,
asset allocation, stock selection and the use of
lead retumns for

gearing could all to poor

shareholders.

¢ Regulatory ~ breach of regulatory rules could lead
to suspension of the Company’s Stock Exchange
listing,. {inancial_ penalies, or a qualified audit_
report. Loss of investment trust status could lead
to the Company being subject to tax on capital
gains.

¢ Operational - failure of the Managers’ accounting
systems or disruption to the Managers’ business,
or that of third party service providers, could lead
to an inability to provide accurate reporting and
monitoring, leading to a loss of shareholders’
confidence.

e Financial - inadequate controls by the Managers
or third party service providers could lead
Inappropriate

accounting policies or failure to comply with

to misappropriation of assets.
accounting standards could lead to misreporting
or breaches of regulations. Breaching bond and
loan covenants or being unable to replace
maturing borrowing facilities could lead 1o a loss
of shareholders’ confidence and financial loss for

shareholders.
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Report of the Directors (continued)

The Board seeks to mitigate and manage these
risks through continual review, pclicy setting and
enforcement of contractual obligations. It also
regularty moenitors the investment erwvironment and
the management of the Company's investment
portfalio. Investment risk is spread through holding a
wide range of securities in different countries and
industrial sectors. On 30 September 2011, the
portfolio was made up of 511 investments in
32 different countries. The Managers make use of
third party risk systems to menitor investment risk
and the Board receives quarterly risk reports. The
Board applies the principles detailed in the intemal
control guidance issued by the Financial Reporting
Council. Details of the Company’s intemal controls

are described in more detail on pages 26 and 27.

Shareholder Value
The Board and Managers recognise the importance
of both marketing and share buy-backs in
enhancing shareholder value. In terms of marketing,
the Managers offer a range of private investor
savings schemes, details of which can be found on
page 53. In addition, meetings are held regularly
“with current and prospective  shareholders and
stockbroking analysts covering the investment trust
sectar. Share buy-backs, which will only be carried
out at a discount to the net asset value per share,
can help reduce the volatiity of the discount,
enhance the net asset value per share for continuing
sharehotders and provide an enhancement to the
revenue return per share. Communication of up-to-
date portfolio information is made through the
Company's website.

Key Performance Indicators

The Board uses a number of performance measures
to assess the Company’s success in meeting its
objectives. The key periormance indicators are as
follows:

o Net asset value per share iotal retumn against the
benchmark index.

e Discount of share price 10 net asset value per
share.
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e Revenue eamings and dividends per share.
e Total expenses as aratio of shareholders’ funds.

A historical record of these indicators is contained in
the Ten Year Record on page 18.

Charitable Donations
During the year the Company made donations to
four charities totalling £10,000 (2010 - £10,000).

Directors

The Directors who held office during the year and
their interests in the shares of the Company at the
year end were:

2011 2010

Ordinary  Ordinary

Shares Shares

Lynn Ruddick Beneficial 34,788 34,487
Non-Beneficial 3,719 3,123

James Long Beneficial 14,227 13,665
James Macleod Beneficial 35,000 35,000
Non-Beneficial 9,500 9,500

lan Russell Beneficial 20,000 20,000
Jimmy West Beneficial _ - i2,000ﬁ 12,0—00

Since 30 September 2011, bLynn Ruddick and
James Long have acquired beneficial interests in a
further 84 shares and 103 shares respeclively.
Lynn Ruddick has acguired a non-beneficial interest
in a further 129 shares. There have been no other
changes in the intarests of the Directors in the
Ordinary Shares of the Company between
30 September 2011 and 14 November 2011.

No Director had an interest in the Company's
6.25 per cent Bonds 2031 during the year ended
30 Sepiember 2011 or has acquired ar interest
since the year end.

As explained in more detail under Corporate
Governance on pages 24 to 26, the Board has
agreed that all Directors will retire  annually.

Accordingly, all five Directors will retire at the Annual




General Mesgting and, being eligible, offer themselves
for re-election. '

The Board confirms that, following the evaluation
process set out in Corporate Governance below,
the performance of each of the Directors sesking
re-glection continues to  he effective and
demgonstrates commitment to the role. The Board
therefore believes that it is in the interests of
shareholders that these Directors are re-electad.

No Director has a contract of service with the
Company or any material interest in any contract to
which the Company is a party. In addition to any
power of removal conferred by the Companies Acts,
the Company may by special resolution remove any
Director without notice.

Directors’ Deeds of Indemnity

The Company has entered into deeds of indemnity
in favour of each of the Directors, The deeds give
each Director the benefit of an indemnity to the
extent permitted by the Companies Act 2006
against liabilities incurred by any of them in the
“execution of tHeir dities and the exercise of thair
powers. A copy of each deed of indemnity is
available for inspection at the Company’s registered
office during nomal business hours and will be
available for inspection at the Annual General
Meeting.

Conflicts of Interest

Each Director has a statutory duty to avoid a
situation where he or she has, or could have, a
direct or indirect interest which conflicts, or may
conflict, with the interests of the Company.
A Director will not be in breach of that duty if the
relevant matter has been authorised by the Board
in accordance with the Company's Arlicles of
Association.

The Board has approved a protocol for identifying
and dealing with conficts and has resolved to
conduct a review of actual or possible conflicts at
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least annually. No conflicts or potential conflicts
were identified during the year.

Substantial Interests in Share Capital
At the vyear end, the Company had received
notification of the foltowing holdings of voting rights:

Number of
Ordinary Shares Percentage
Held Held
AXA SA. 48,137,805 16.5
F&C Asset Management 18,945,342 6.5
Legal & General Group 11,694,807 4.0

There have been no changes notified in respect of
the above hcldings, and no new holdings notified,
since the end of the year.

Management
FCIB provides management and secrstarial services
10 the Company.

During the vyear, the Board reviewed the

appropriateness of the Managers' appointment. In

carrying out its review the Board considered the

past investment perfo?r%ance of the—éompany and
the capability and resources of the Managers to

deliver satisfactory income growth and investment

performance. It also considered the standard of

other services provided which include company

secretarial, accounting and marketing.

As part of its annual review, the Board also
considered the length of the notice period of the
investment management agreement and the fees
payable to the Managers, and agreed with the
Managers to revise the management fee with efiect
from 1 October 2011,

Following this review, the Directors are satisfied with
the Managers' ability to deliver satisfactory income
growth and long term investment performance, and
the quality of other services provided. It is the
Directors' opinion that the continuing appointment of
the Managers on the terms agreed is in the interests
of shareholders.




“a

24

Report of the Directors (continued)

A summary of the terms of the management
agreement is contained in note 3 to the accounts.

Corporate Governance Statement

Shareholders hold the directors of a company
respongible for the stewardship of that company's
affairs. Carporate governance is the process by
which a board of directors discharges this
responsibility. The Company's arrangements in
respect of corporate governance are explained in
this section of the Report of the Directors.

The Company is required to comply with, or to
explain  its  non-compliance  with, the relevant
provisions of The UK Carporate Governance Code
issued by the Financial Reporting Council {the
'FRCY in June 2010 which can be found at
www.frc.org.uk. The Association of Investment
Companies (the ‘AIC) issued its own Code of
Carporate Gavernance in October 2010 (the 'AIC
Code’), which can be found at www.theaic.co.uk,
which has been approved by the FRC as it
addresses all the principles of The UK Corporate
Governance Code as well as setting out additional

principles -and recommendations -on- issues which

are of gpecific relevance to investment trusts. The
Board considers that reporting against the principles
and recommendations of the AIC Code provides
better information tc shareholders than The UK
Corporate Governance Code on its own.

Throughout the year, the Company complied with
the recommendaticns of the AIC Code and the
relevant provisions of The UK Corporate Govemance
Code. In common with most investment trusts,
British Assets Trust plc differs from commercial
companies in one important respect: it does not
employ its own staff o manage the Company.
Instead, management is delegated to an external
fund management company, FCIB. Conseguently,
since all Directors are non-executive, and in
accordance with the AIC Code, the provisions of
The UK Corporate Governance Code on the role of
the chief executive and, except in so far as they
apply to non-executive Direciors, on Directors'
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remuneration are not retevant (o the Company and
are not reported on further.

The Boeard consists of independent non-executive
Directors. Lynn Ruddick is the Chairman and Jimmy
West is the Senior Independent Director. All the
Directors have been issued with letters of
appointment, which are available upon request. The
Beoard has agreed that all Directors will retire
annually and, if appropriate, seek re-glection. The
biographies of all the Directors are contained on
page 18. During the year the performance of the
Board, committees and individual Directors was
evaluated through an assessment process led by
the Chairman. This process involved the completion
of questionnaires tailored to suit the nature of the
Company, discussions with individual Directors and
individual feedback from the Chairman to each of
the Directors. The performance of the Chairman was
evaluated by the Senior Independent Director after
consultation with the other Directors. The Board
believes that each Director is independent in
character and that there are no relationships or
circumstances which are ftikely to affect his or her
judgement.

The Board subscribes to the view expressed in the
AIC Code that long-serving Directors should not be
prevented from forming part of an independent
majority. It does not consider that the length of a
Director's tenure reduces his or her ability to act
independently. The Board’s poficy on tenure is that
continuity and experisnce are considered to add
significantly to the strength of the Board and, as
such, no imit on the overall length of services of any
of the Company's Directors, including the Chairman,
has been imposed, althcugh the Board believes in
the merits of periadic and progressive refreshment
of its composition.

The basis on which the Company aims 1o generate
value over the longer term is set out in its objective,
investment policy and strategy as contained within
the Business Review on pages 20 and 21. As
already menticned, the Company has no exacutive
Directors or employees as the day to day




management of the Company is delegated to

external managers. A management agreement
between the Company and the Managers sets out
the matters over which the Managers have authority
and the limits beyond which Board approval must
be sought. All other matters, including corporate
strategy, investment and dividend policies, gearing,
corporate  governance  procedures, and risk
management are reserved for the approval of the
The Board full

Company's  investment

Directors. receives
the

performance, assets, liabilities and other relevant

Board of
information  on

information in advance of Board meetings.

The Managers, in the absence of explicit instructions
the Board,
discretion in the use of the Company's voting rights.

from are empowered to exercise

Al shareholdings are wvoted at all meetings
worldwide where practicable in accordance with the
Managers’ own corporate governance peolicy, which
is to seek 10 maximise shareholder value by
constructive use of votes at company meetings and
by endeavouring to use their influence as investors
with a principled approach to ¢corporate govamance.

_Environmeniat factors are, where_appropriate, taken
into  consideration  with

decisions on behalf of the Company. The Board

regard 10 investment
notes the Managers' statement of compliance with
The UK Stewardship Code issued by the Financial
Reporting Council in July 2010, which can be
website at  www.fandc.com/

found on its

ukstewardshipcode.

Much of the Boeard's corporate govermnance
responsibilities are discharged through the Audit
Committee, 1the Management Engagement and
Remuneration Committee, and the Nomination
Committee. These Committees all operate within
clearly defined written terms of reference, which are

available upon request.

The Audit Committee is chaired by James MacLeod,
and comprises all of the Directors except Lynn
Ruddick. The duties of the Audit Committee in
discharging its responsibilities include reviewing the
Annual and Interim Accounts, the system of internal
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controls, and the terms of appointment of the
auditor together with its remuneration. R is also
the forum through which the auditor reports to the
Board of Diractors. It meets at least twice yearly.
The objectivity of the auditor is reviewed by the
Audit Committee which also reviews the terms under
which it is appointed to perform non-audit services,
which amounted to £5000 for the year ended
30 September 2011 (2010: £11,000) and were for
the provision of taxation services and a bond
compliance  certificate.  Notwithstanding  such
services the Audit Committee considers Ernst &
Young LLP to be independent of the Company and
that the provision of such non audit services is not
a threat to its objectivity and independence.
A description of the main features of the Company's
internal conirgl and risk management sysiems is

contained on pages 26 and 27.

The Management Engagement and Remuneration
Committee, chaired by Lynn Ruddick, comprises the
full Board and reviews the appropriateness of the
Managers' continuing appointment, together with
the terms and condilions thereof, on a regular
basis. In addition to total retum performance, the
7M-anagers are also judged in relation to management
of the quality of the fund
management and administration teams, commitment

revenue account,

to their investment trust business, strength of
relationships with  shareholders and the
appropriateness of the management contract,

including fees.

The Nomination Committee, chaired by Lynn
Ruddick, comprises the full Board and is convened
for the purpose of considering the appointment of
additional Directors as and when appropriate. In
the Board, the
into account the

ongoing requirements of the Compary and the

considering appeointments  to
Nomination Commitiee takes
need 1o have a halance of skills, experience,
independence and knowledge of the Company
within the Board. Nc new Directors were appointed
during the vyear, but. whenever there are new
appointments these Directors receive an induction

from the Managers on joining the Board. Al
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Directors receive other relevant training, collectively
or individually, as necessary. The Nomination
Committee did not meet during the year.

During the year ended 30 September 2011 there
were eight Board meetings, two Audit Committee
meetings and one Management Engagement and
Remuneration Committee mesting. Mr Long and
Mr Russell did not attend one Board meeting and
Mr Russell did not attend ore of the Audit
Committee meetings. Otherwise all meetings were
fully attended.

Individual Directors may, at the expense of the
Company, seek independent professional advice on
any matter that concerns them in the furtherance of
their duties. The Company maintains appropriate
Directors' and Officers’ liability insurance.

Going Concemn

In assessing the going concern basis of accounting,
the Directors have had regard io the guidance
issued by the Financial Reporting Council. They
have considered the curent cash position of the
Company, the availabilty of the revolving advance
facility, compliance with the ‘bond and 1oan
covenants, and forecast revenues for the current
financial year. The Directors have also taken into
account the Company's investment policy, which is
described on pages’ 20 and 21 and which is subject
to regular Board monitoring processes, which is
designed to ensure that the Company is invested in
mainly liquid, listed securities. The Company retains
fitle to all assets held by its custodian, and has
agreements relating 1o its borrowing facilities.

MNote 18 to the accounts sets out the financial risk
profile of the Company and indicates the effect on
its assets and liabilities of falls and rises in the value
of securities, market rates of interest and changes in
exchange rates.

The Directors beligve, in the light of the controls and
review processes noted above and bearing in mind
the nature of the Company's business and assets,
that the Company has adequate resources 10
continue in operational existence for the foreseeable
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future. Accordingly, they continue to adopt the geing
concern basis in preparing the accounts.

Internal Control

The Board is responsible for the Company's system
of internal control and for reviewing its effectiveness.
The Board has therefore established an ongoing
process designed to meet the panicular needs of
the Company in managing the risks to which it is
exposed, consistent with the internal  conirol
guidance issued by the Financial Reporting Council.
The process relies principally on the Managers’
existing risk-based approach to internal control
whereby a test matrix is created which identifies the
key functions carried cut by the Managers and other
service providers, the individual activities undertaken
within those functions, the risks associated with
each activity and the controls employed to minimise
those risks. A residual risk rating is then applied. The
test matrix is regulary updated and the Board is
provided with regular reperts highlighting all material
changes to the risk ratings and confirming the action
which has been, or is being, taken. A formal annual
review of these procedures is caried out by the
Audit Committee and incCludes consideration ~of
internal control reports issued by the Managers and
other service providers,

Such review procedures have been in place
throughout the financial year and up to the date of
approval of the Annual Report, and the Board is
satisfied with their effectiveness. These procedures
are designed to manage rather than eliminate risk
and, by their nature, can only provide reasonable,
but not absolute, assurance against material
misstatemment or toss. At each Board meeting the
Board monitors the investment performance of the
Company in comparison to its stated objective, the
benchmark index, and against comparable
investment trusts. The Board also reviews the
Company's activilies since the last Board mesting {0
ensure that the Managers adhere to the agreed
investment policy and approved investment
guidelines and, if necessary, approves changes 1o

the guidelines.




The Board has reviewed the need for an internal
audit function. The Board has decided that the
employed by the
Managers, including their internal audit function,
which are reported on by a firm of external reporting
accountants, provide sufficient assurance that a
sound system of internal control, to safeguard the

systems and procedures

Company's assets, is maintained. An internal audit

function specific t© the Company is therefore

considered unnecessary.

Relations with Shareholders

The Company places great importance
communication with shareholders and welcomes
their views. The Managers hold mestings with the

on

Company's largest sharehglders and report back to
the Board on these meetings. The Chairman and
other Directors are available to, and do, meet
shareholders. The Annual General Meeting of the
and

Company provides a forum, both formal

informal, for shareholders to meet and discuss
issues with the Directors and Managers of the
Company. The notice for the forthcoming Annual
General Meeting, to be held on 14 December 2011,
is set out on pages 54 to 567 The Annual"Report™
and Notice of Annual General Meeting are, where
practicable, sent to sharcholders at least 20 working

days before the Meeting.

Financial Instruments

The Company's financial instrumenis comprise its
investment portfolio, bonds, bank
axchange currency contracts, cash balances and

loan, foreign
debtors and creditors that arise directly from its
operations such as sales and purchases awaiting
settlement and accrued income. The financial risk
management objectives and policies arising from its
the exposure of the
Company to risk are disclosed in note 18 to the

financial instruments and

accounts.
Directors’ Authority to Allot Shares
The Directors are seeking authority to allot shares.

Resolution 11 will, if passed, authorise the Directors
to allot new shares up to an aggregate nominal
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amount of £7,277,807, being 10 per cent of the
2011.
Resolution 12 will, if passed, authorise the Directors

total issued shares on 14 November
to allot new shares up to an aggregate nominal
amount of £3,638,303, being 5 per cent of the total
issued shares on 14 November 2011, for cash
without first offering such shares tfo existing
shareholders pro rata to their existing holdings.
These authorities will continue until the later of the
expiry of 15 months from the passing of the
resolutions and the conclusion of the next Annual
General Meeting. The Directors will only allot new
shares pursuant to these authorities if they believe it
is advantagaous to the Company’s shareholders to
do so and will not result in a dilution of net asset
value per share, The Directors consider that the
authorisations proposed in resolutions 11 and 12 are
necessary to retain flexibility, atthough they do not
intend to exercise the powers conferred by these
authorisations at the present time.

Directors’ Authority to Buy Back Shares

The Company did not purchase any Ordinary Shares
for cancellation during the year ended 30 September
200. T T T =~
Resolution 13, as set out in the natice of the Annual
General Mesting, seeks renewal of the Company's
share buy-back authority. The renewed authority to
make market purchases will be in respect of a
maximum of 14.99 per cent of the issued Ordinary
Shares of the Company on the date of the passing
of the resolution {approximately 44 million Ordinary
Shares). The price paid for shares will not be less
than the nominal value of 25p per share nor more
than the higher of (ij 5 per cent above the average
closing price on the London Stock Exchange of an
Ordinary Share over the five business days before
the shares are purchased and {ii} the higher of the
last independent trade and the highest current
independent bid on the London Stock Exchange.
This power will only be exercised if, in the opirion of
the Directors, a purchase will result in an increase in
net asset value per share of the remaining shares
and is in the interests of the shareholders. Any

27




Report of the Directors (continued)

shares purchased under this authority wil be
cancelled or held in treasury for future re-issue at a
premium to the prevailing net asset value per share.
This authority will expire on the later of 14 June
2013 and the conclusion of the next Annual General
Meeting of the Company.

Disclosure of Information to Auditors

The Directors confirm that, so far as each of them is
awarg, there is no relevant audit information of
which the Company’s auditor is unaware and the
Directors have taken ali the steps that they ought to
have taken as Directors in order to make themselves
aware of any relevant audit information and to
establish that the Company's auditor is aware of
that information.

Auditors

Ernst & Young LLP have expressed their willingness
to continue in office as auditors and a resolution
propesing their re-appointment will be submitted at
the Annual General Meeting.

Brilish Assets Trust plc

Individual Savings Accounts

The Company's shares are qualifying investments for
Individual Savings Accounts. It is the intention of the
Directors that the Company will continue to conduct
its affairs to satisfy this requirement.

Creditor Payment Policy

The Company's payment policy is to settle
investment transactions in accordance with market
practice and to ensure settlement of supplier
invoices in accordance with stated terms. The
Company did not have any trade creditors at the

year gd.

ﬁ{/(—/\ -
By order of th¢ Board

G R Hay Smith
Secretary

80 George Street
Edinburgh EH2 3BU
14 November 2011




Directors’ Remuneration Report

The Board has prepared this report in accordance
with the requirements of the Companies Act 2006.
An ordinary resclution for the approval of this report
will be put to shareholders at the forthcoming
Annual General Meeting,

The law requires the Company's auditor to audit
certain  of the disclosures provided. Where
disclosures have been audited, they are indicated as
such. The auditor’s opinion is included in its report
on pages 49 and 50.

The Board consists solely of independent non-
executive Directors and considers, at least annually,
the level of the Direclors’ fees, in accordance with
The UK Corporate Governance Code. The Company
Secretary provides information on comparative levels
of Directors’ fees in advance of each review.

Policy on Directors’ Fees
The Board's policy is that the remuneration of
Directors should reflect the experience of the Board
as a whole, the time commitment required, and be
fair and comparable to that of other investment
trusts that are similar in size and have similar
investment objectives and structures. Furthermaore,
" the level of remuneration should be sufficient to
attract and retain the Directors needed to oversee
the Company properly and to reflect its specific
circumstances. It is intended that this policy wil
continue for the year ending 30 September 2012
and subsequent years.

The fees for the Directors are determined within
the limits set out in the Company’s Asticles of
Association. The present limit is an aggregate of
300,000 per annum. Directors are nct eligitte for
bonuses, pension benefits, share options, long-term
incentive schemas or other benefits.

Directors’ Service Contracts

it is the Board's policy that Directors do not have
service contracts, but each new Director is provided
with a letter of appointment.
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is. delegated

The Directors’ letters of appaintment are available on
request at the Company’s registered office during
business hours and will be available for 15 minutes
prior to, and during, the forthcoming Annual General
Meeting.

The Board has agreed that all Directors will retire
annually, There is no notice peried and no provision

for compensation upon early termination of
appointment.
Date of Due date for
Director Appointment Re-election
Lynn Ruddick 1/10/2004 AGM 2011
James Long 1/5/2006  AGM 2011
James MaclLeod 17/12/1968 AGM 2011
lan Russell 1/6/2008  AGM 2011
Jimmy West 22/6/1995 AGM 2011

Company Performance

The Board is responsible for the Company's
investment strategy and performance, although the
management of the Company's investment portfolio
to _the Managers through the
investment management agreement, as referred to
in the Report of the Directors on pages 23 and 24,
The graph on the next page compares, for the five
financial years ended 30 September 2011, the total
return {@assuming all dividends are reinvested) to
ordinary shareholders compared to the
shareholder return on a notional investment made
up of shares of the same kind and number as those
by reference to which a composite index, weighted
as to 75 per cent FTSE All-Share Index and 25 per
cent FTSE World (ex UK) Index, is calculated. This
caomposite index was chosen as it represents a
comparable broad equity market index and was the
Company’s benchmark during the period. An
explanation of the performance of the Company for
the year ended 30 September 2011 is given in the
Chairman's Statement and Managers’™ Review.

total




Directors’ Remuneration Report
(continued)

Directors’ Emoluments for the Year (audited)

Share Price Total Return and Composite Index
Total Returmn Performance Graph

The Directors who served during the year received
the following emoluments in the form of fees:

2011 2010
£ £
Lynn Ruddick 38,063 32,858
(Chairman from 17/12/2009)
William Thomson - 8,361
(Retired 17/12/2009)
James Long 21,750 20,750
James MaclLeod 25,750 24,375
Christopher Masters - 4,247
(Retired 17/12/2009)
lan Russell 21,750 20,750
Jimmy West 23,750 22,625
Total 131,063 131,966

On bebalf of the Board
Lynn Ruddick
Director

14 November 2011

British Assets Trust pic
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Income Statement

for the year ended 30 September 2011 2010
g Revenue Capital Total Revenue Capital Total
2 tooo £000 £'000 £'000 £1000 £'000
{Losses)/gains on investments 9 - (29,080)  (29,080) - 30,471 30,471
Exchange differences 14 - (152) (152) - 323 323
Income 2 19,166 - 19,166 17,156 - 17,156
Management expenses 3 {362) {1,085) {1,447) (334) (1,452 {1,786)
Other expenses 4 {862) - (862) (845) - (845)
Net retum before finance costs
and taxation 17,842 {30,317)  (12,375) 15,977 29,342 45,319
Finance costs 5 {1,031) (3,092) {4,123) {1,030) (3,090) {4,120)
Return on ordinary activities before
taxation 16,911 (33,409) (16,498) 14,947 26,252 41,189
Tax on ordinary activities 6 (235) - (235) {353) - {353)
Return attributable to shareholders 16,676 (33,409) (16,733) 14,594 26,252 403,846
Return per share 8 57p (11.59)p (5.8)p 5.0p 9.0p 14.0p

Reconciliation of Movements in
Shareholders’ Funds

for the year ended 30 September 2011

Called-up Capital
. ~ Share  Redemption Capital Revenue Shareholders’
T g ” Capital Reserve ~ Reserve Reserve "~  Funds
2 £000 £'000 £000 £'000 £'000
Opening sharehoiders’ funds 72,778 15,563 257,244 32,208 377,793
Dividends paid 7 - - - {17,767) {17,767}
Return attribuiable to ordinary shareholders - - {33,409} 16,676 {16,733}
Ciosing shareholders’ funds 72,778 15,563 223,835 3,117 343,293
for the year ended 30 September 2010
Called-up Capital
Share  Redemption Capital Revenue Shareholders'
2 Capital Reserve Reserve Reserve Funds
2 £'000 £'000 £'000 £'000 £'000
Opening shareholders’ funds 72,778 15,563 230,892 35,409 354,742
Dividends paid 7 - - - (17,795) (17,795)
Return attributable to ordinary shareholders - - 26,252 14,594 40,846
Closing shareholders' funds 72,778 15,563 257,244 32,208 377,793

Tre toral cotwmn of the Income Statement is the Profl and Loss Account ot ine Company. Tne suppiermentary revenue and capital solumns are boh prepared
under guidance published by The Association of Investment Companies.

All revenue and capital tems in the above Incoma Statement derive from continuing operations.

No operations werg acquired or discontinued in the year.

A Statgment of Total Recognised Gains and Losses is not reguirect as all gains and losses of the Comparny have been reflected in the above Income Staternent.
The accomparying notes are an integral pan of the financial staterments.
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Balance Sheet

as at 30 September 9 2011 2010

g £1000 £'000 £'000 £000
Non-current assets
Investments at fair value through p'rcfit or loss 9 413,563 457,280
Current assets
Debtors 10 2,945 4,364
Cash in bank and on deposit 10,671 7,002

13,616 11,366

Creditors: amounts falling due within one year ! {24,412} (31,408)
Net current liabilities (10,796) (20,039)
Total assets less current liabilities 402,767 437,241
Creditors: amounts faling due after more than
one year 12 (59,474) (59.448)
Net assets 343,293 377,793
Capital and reserves
Called-up share capital 13, 34 72,778 72,778
Capital redemption reserve 12 15,563 15,583
Capital reserve 14 223,835 257,244
Revenue reserve 14 31,117 32,208
Shareholders’ funds 15 343,293 377,793
Net asset value per share 15 117.9p 129.8p

The accounts on pages 31 to 47 were approved by the Board of Directors and authorised for issue on

14 November 2011 and signed on its behalf by:

~ e

Lynn Ruddick, Chairman

The accomparying notes are an integral part of the inancial statements.

British Assats Trust plc




Cash Flow Statement

for the year ended 30 September 2 2011 2010
L £'000 £'000 £'000 £'000

Operating activities

Investment income received 17,894 16,423

Daposit interest received 24 26

Option premiums received 942 -

Underwriting commission received 25 121

Management expenses paid {1,897) (2,091)

QOther cash paymenis (880) 851)

Net cash inflow from operating activities 18 16,108 13,628

Servicing of finance

Interest on 6.25 per cent Bonds 2031 (3,750) {3.750)

Interest on revolving advance facility (442) (346)

Net cash outflow from servicing of finance (4,182) {4,096)

Capital expenditure and financial investment

Purchases of investments (225,647) (185,807)

Sales of investments 239,751 187,576

Net cash inflow from capital expenditure and

financial investment 14,104 1,669

Equity dividends paid 7 {17,767} (17,795)

Net cash inflow/{outflow} before financing 8,253 (6,594)

Financing

Revolving advance facility repaid {4,312) (304)

Net cash outflow from financing (4,312} (304)

Increase/(decrease} in cash 17 3,941 T {6,898)

Reconciliation of net cash flow to movement in net debt

Increase/{decrease) in cash in the year 3,941 {6.898)

Revotving advance facility repaid 4312 304

Change in net debt resulting from cash flows 8,253 {6,594)

Currency (losses)/gains {310} 209

Increase in 6.25 per cent Bonds 2031 liability (26} 27)

Movement in net debt in the period 707 {6.412)

Cpening net debt (79,871) (73.459)

Ctosing net debt 17 (71,954) {79,871)

The accompanying noles are an integral pan of the financial statements.

Annual Report and Accounts 2011 33




Notes to the Accounts

1 Accounting policies

A summary of the principal accounting policies adopted is set out below.

{a) Basis of accounting

These financial statements have been prepared under UK Generally Accepted Accounting Practice (UK GAAP') and in
accordance with guidelines set out in the Statement of Recommended Practice { SORF') for investment trust companies
and venture capital trusts, issued in January 2009 by The Association of Investment Companies (‘AIC")}, except as
disclosed in the following paragraph.

Expenses which are allocated to capital are available to reduce the Company's liability to corporation tax. The SORP
recommends that the bensfit of that tax relief should be allocated ¢ capital and a corresponding charge made to revenue.
This is known as the ‘marginal method’ of allocating tax relief batween capital and revenue. The Company does not adopt
the marginal method for two reasons, Firstly, the Company has only one class of share and any allocation of tax relief
between capital and revenue weuld have no impact on shareholders’ funds. Secondly, tha significant unutilised
management expenses and interest carried forward make it unlikely that the Company will be liable to corparation ax in
the foreseeable future. Had this allocation been made, the charge to revenue ang corresponding credit to capital for the
year ended 30 September 2011 would have been £541,000 (2010: £348,000).

(b} Investments

investments have been categorised as 'financial assets at fair value through profit or loss’ and are recognised on a trade
date basis, being the date the shares are traded. Listed investments are valued at their fair value which is represented by
the bid prige. Changes in fair value are ingluded in the Income Statement as a capital item. Unguoted investments are
valued by the Directors at their fair value on the basis of all information available to them at the time of valuation.

{c) Capital reserve
The following are accounted for in this reserve:
- reatised and unrealised exchange differences on transactions of a capital nature;,
- realised and unrealised exchange differences on forward foreign currency contracts;
- gains and losses on the realisation of investments;
- increases and decreases in the valuation of investmenis held at the year endg;
- special dividends of a capilal nature;
- expenses and finance costs charged to capital as set out in the policies below; and
- cost of purchasing Ordinary Shares for cancellation.

{d) Income

Dividends are recognised as income on the date which the related investments ara marked ex-dividend. Dividends
receivable on equity shares where no ex-dividend date is quoted are recognised when the Company’s right 1o receive
payment is established.

Income from fixed interest securities is recognisad on an accruals basis. Other investment income, underwriting

commission and deposit interast are also recognised on an accruals basis.

Special dividends of a revenue nature are recognised through the revenue column of the Income Staternent. Where the
Cornpany has elected to receive dividends in the form of additional shares rather than cash, an amount equal to the cash
dividend is recognised as income.
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(e} Traded options

The Company may enter into aption contracts. The option contracts are shown in other assets or other liabilities at their
fair values, being their market values adjusted for the amortisation of transaction expenses. The premiums received and
fair value changes in the open positions are normally recognised in the revenua column of the Income Statement.
Howaver, where the options are written for the maintenance or enhancemeant of the Company's investments then the

changes in fair valug are recognised in the capital column of the Income Statement.

(i Deferred taxation

Where the year in which tax deductable expe'nditure is incurred differs from the year in which tax relief for the expenditure
is given, the amount of the tax relief is known as 'deferred tax'. Since the management expenses incurred by the
Compary in the year under review axceed its profits liable to UK corporation tax (see note 6(b})), the tax reliefl attributable
to the excess expenses, which can be carried forward to future years, is a “deferred tax asset’. However, in accordance
with UK GAAP, that deferred tax asset has not been recognised in these accounts since it is unlikely that, in future years,
the Company will receive sufficient profits liable to UK corporation tax against which the brought forward expenses can be

set.

(g} Expenses

Expenses are accounted for on an accruals basis. Transaction ¢ests incurred on the purchase and sale of investments
are taken to the Income Staterment as a capital itemn. Other expenses are all allecated to revenue with the exception of
management fees which are allocated 25 per cent to revenue and 75 per cent to capital in accordance with the Board's
view on the expected long-term split of returns, in the form of income and capital gains respectively, from the Company's
investrment portfotio. Performance fees, which derive predominantly by virtue of the Company's capital performance, ars
charged 100 per cent to capital. There was no performance fee payable during the year (2010: £450,000) and with effect
from 1 October 2011 the performance fee arrangement has been discontinued (see note 3).

(h) Finance costs

Finance costs are accounted for on an effective yield basis. Finance costs of debt, insofar as they relate to the financing
"ol the Company’s investrnants or to financing activities aimed at mainiining or enhancing the valds of the Compary’s
investmeants, are allocated 25 per cent to revenue and 75 per cent to capilal in accordance with the Board's view on the
expeacted long-term split of returns, in the form of income and capital gains respectively, from the Company's investment

partfolio.

i} Dividends
Dividends paid are calculated on an amount per share as approved by the Board of Directors and are recognised in the

financial statements when they are paid.

(i) Foreign currencies

Transactions denominated in foreign currencies are recorded in the local currency at actual exchange rates on the date of
the transaction or, where appropriate, at the rate of exchange in a related forward exchange contract. Monetary assets
and liabilities denominated in foreign currencies at the year end are repcried at the rates of exchange prevailing at the
year end or, where appropriate, al the rate of exchange in a related forward exchange contract. Any gain or (0ss arising
from a change in exchange rates subsequent to the date of a ransaction is included as an exchange gain or loss in the
Capitat Reserve or Revenue Reserve depending on the nature of the gain or loss.

Rates of exchange at 30 September

2011 2010
US Dollar 1.5578 1.5758
Euro 11611 1.1543
Japanese Yen 120.0752 131.6424
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Notes to the Accounts (continued)

2  Income
2011 2010
£'000 £'000
Investment income - listed UK:
Dividend income 11,859 10,915
QOther investment income 1,935 2,099
Investment income - listed overseas:
Dividend income 2,741 2,780
Other investment income 1,585 1,205
Other income:
Option premiums 997 -
Deposit interest 24 26
Underwriting commission 25 121
Total income 19,166 17,156
Total income comprises:
Oividends 14,600 13,705
Income from fixed interest securities 3,520 3,304
QOption premiums 997 -
Deposit interest 24 26
Underwriting commission 25 t2i
19,166 17,156

British Assets Trust plc




3 Management expenses 2011 2010

Revenue Capital Total Revenue Capital Total
£'000 £'000 £000 £'000 £'000 £°000

Investment management fee:
- basic 362 1,085 1,447 334 1,002 1,336
- performance - - - - 450 450
362 1,085 1,447 334 1,452 1,786

Throughout the year the Comparny’s investrment manager was F&C Investment Business Limited {'+CIB'). During this
period FCIB recsived a basic quarterly fee, payable in advance, equal to 0.075 per cent of the value of the Company’s
total assets less current liabilities (excluding loans). FCIB was also entitled to receive a performance-related fee calculated
on an annual basis by reference to the performance of the Company against the benchmark index over each 12 month
period ended on 30 September. if the Company's nset asset value total return for any such period exceeded the total
return from the benchmark index, a performance-related fee was payable, on a sliding scale, at a rate of up 10 0.3 per
cent per annum of the valus of equity shareholders’ funds at the end of the period, depending on 1he level of
outperformance. The maximum rate of performance-related fee was earned when the outperfoermance for a 12 menth

period was 3.0 per cent or more.

With effect from 1 Octcber 2011, the basic quarterly management fee has bean increased to 0.1 per cent of the value of
the Company's total assets less current liabilities (excluding loans) and the performance-related fee has been

discontinued.

The contract between the Company and FCIB may be terminated at any time by either party giving six months' notice of
termination. In the event of the Company terminating the coniract by giving less than six months’ notice, FCIS is entitled
to compensation calculated as a proportion of the fees payable by the Company in respect of the previous financial year
pro-rated to the date of termination.

Basic investment management fees are allocated 25 per cent to revenue and 75 per cent to capital. Performance fees

were charged 100 per cent to ca;;itai.

4  Other expenses 2011 2010

£'000 £000

Directors' fees 13N 132
Auditors’ remuneration for:

- audit 25 24

- taxation services 2 10

- other 3 1

Marketing and savings plan administration 261 250

Custody fees and bank charges 93 87

Registrars' fees 54 99

Other expenses 293 242

862 845
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Notes to the Accounts (continued)

5 Finance costs ’ 2011 2010
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £'000 £'000 £'000
Debt repayable within 5 years:

- Revolving advance facility 87 260 347 86 257 343

Debt repayable in more than 5 years:
- 6.25 per cent Bonds 2031 944 2,832 3,776 944 2,833 3,777
1,031 3,092 4,123 7,030 3,090 4,120

Finance costs are allocated 25 per cent to revenue and 75 per cent 1o capital.

6{(a) Tax on ordinary activities 2011 2010
£'000 £000
Overseas taxation 235 153

The Company had £47,806,000 unutilised management expenses and interest at 30 September 2011 (2010:
£43,759,000). No deferred tax asset has been recognised on this amount as it is unlikely that there will be taxable profits
from which unutilised expenses could be deducted.

6{b} Reconciliation of tax charge 201 2010
A reconciliation of the current tax charge is set out below: £'000 £'000
Return on ordinary activities before taxation {16,498} 41,199
Corporation tax at standard rate of 27.0 per cent {2010: 28.0 per cent} (4,454) 11,536

Effects of:
Non-laxable capital returns 7,892 (8.622)
Non-taxable UK dividend income (3,202} {3,056)
Nen-laxable overseas dividend income (740) (781
Movement in unutilised management expensas and non trade deficit 504 923
Qverseas tax suffered . o . _ _ 235 353
Total current tax charga for the year 235 353
7  Dividends 2011 2010
£'000 £'000

Amounts paid during the year:
— third quarterly interim of 1.442p per share paid in respect of the year ended

30 Septermber 2010 {2009: 1.442p) 4,198 4,219
- final of 1.786p per share paid in respect of the year ended 30 September 2010
{2009: 1.786p) 5,199 5,199
— first quarterly interim of 1.442p per share paid in respect of the year ended
30 September 2011 {2010: 1.442p) 4,198 4.198
- second quarterty interim of 1.442p per share paid in respect of the year ended
30 September 2011 (2010: 1.442p) 4,198 4,198
— unclaimed dividends from previcus years {26} (19)
17,767 17,785

Amounts payable after the year end:
- third quarterty interim of 1,442p per share in respect of the year ended

30 September 2011 {2010: 1.442p) 4,198 4,198

- proposed final of 1.786p per share in respect of the year ended
30 September 2011 {2010; 1.786p) 5,199 5,199
9,397 9,397
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8 Retum per share

The returns per Ordinary Share represent the Company's earnings per share before the payment of dividends,

in the Income Staternent.

as shown

201 2010
Revenue Capital Total Revenue Capital Total
Ordinary 5.7p (11.5)p {5.8)p 5.0p 9.0p 14.0p
The retumns per Ordinary Share are based on (i) a numerator being the returns atiributable to shareholders of:
2011 2010
Revenue Capital Total Revenue Capital Total
£°000 £°000 £'000 £'000 £'000 £'000
Ordinary 16,676 {33,409) (16,733} 14,594 26,252 40,846
and (i} a denominator being a specific number of shares as follows:
2011 2010
Weighted average number of shares in issue during the year 291,112,282 291,112,282
9 Investments
2011 2010
£000 £'000
Investments listed on a recognised investment exchange 413,342 456,891
Unquoted investments 221 389
Total investments 413,563 457,280
Listed Listed
in UK overseas Unquoted Total
T £'000 £000 T £'000 £'000
Opening book cost 292,593 115,126 389 408,108
Opening fair value adjustment 40,570 8,602 - 49,172
Opening valuation 333,163 123,728 389 457,280
Moverments in the year;
Purchases at cost 114,200 109,634 - 223,834
Sales-prcceeds (110,041) (128,430) - (238,471)
—gains on sales 13,087 11,075 - 24,162
Cecreass in fair value adjustment (35,473} (17,601) {168) {53,242
Closing valuation 314,936 98,406 . 221 413,563
Closing book cost 309,839 107,405 389 417,633
Closing fair value adjustment 5,097 (8,999) (168) (4,070)
Closing valuation 314,936 98,406 221 413,563
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Notes to the Accounts (continued)

9 Investments (continued) 20m 2010
£'000 £000

Equity shares 360,023 401,203
Fixed income securities 53,540 56,079
413,563 457,280

Gains on investments sold 24,162 8,521
{Decrease)/increase in fair value adjustment {53,242) 21,950
{lLosses)/gains on investments {29,080) 30,471

The total expenses incurred on the purchase and sale of investrnents were £770,000 and £429,000 respectively (2010:
£549,000 and £351,000).

10 Debtors 2011 2010
£'000 £000
Amounts due from brokers 422 1,928
Prepayments and accrued income 2,427 2,438
Other debtors 96 -
2,945 4,364

11 Creditors: amounts falling due within one year

2011 2010

£'000 £'000

Revolving advance facility 23,151 27,425
Amounts due to brokers 733 2,546
Fees due to investment. manager o e = . ._430
Interest on 6.25 per cent Bonds 2031 207 207
Foreign currency exchange contracts 33 181
Other creditors 288 586
24,412 31,405

The Company has a £60 million committed unsecured multi-currency revolving advance facility which matures in March
2013. On 30 September 2011, £23.2 million (2010: £27.4 milion), in various currencies, was drawn down.

The principal covenant relating to this loan requires the Company to ensure that at all times its total borrowings (including
the 6.25 per cent Bonds 2031) do not excead 50 per cent of the net asset value {as defined by the loan agreement).

12 Creditors: amounts falling due after more than one year 2011 2010

£'000 £'000
6.25 per cent Bonds 2031 59,474 50,448

The Company has in issue £60 million nominal 6.25 per cent Bonds 2031 which were issued at 99.343 per cent. The bonds
have been accounted for in accordance with accounting standards, which require any discount or Issue costs to be
amortised over the life of the bonds. The bonds are secured by a floating charge over all ihe assets of the Company.

Under the covenants refating to the bonds, the Company is to ensure thal, at all times, the aggregale principal amount
ouistanding in respect of monies borrowed by the Company does not exceed an amouni equal to its share capital and

reserves,
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13 Share capital 2011 2010 2011 2010

Shares Shares £'000 £'000
Issued and fully paid at 30 September
Ordinary Shares of 250 each 201,112,282 291,112,282 72,778 72,778
14 Reserves . Capital Capital
Called-up Capital reserve — reserve —
share redemption investments investments Revenue
capita reserve sold held reserve
£'000 £'000 £'000 £'000 ‘ £'000
At 30 Septembxer 2010 72,778 15,563 208,263 48,981 32,208
Exchange differences - - (310) 158 -
Gains on invesiments sold - - 24,162 - -
Losses on investments still held - - - (563,242) -
Management expenses charged to capital - - (1,085) - -
Finance costs charged to capital - - (3,092) - -
Dividends paid - - - - {17,767)
Retained net revenue for the year - - - - 16,676
At 30 September 2011 72,778 15,563 227,938 {4,103) 31,117

Capital management
The capital of the Company is managed in accordance with its investrent pelicy, in pursuit of its investment objective,

" both of which are detailad in the Report of the Directors. The Company's capital is represented by the issued share

capital, Capital Redemption Reserve, Capital Reserve and Revenue Reserve.

Capital redemption reserve

- The nominat value -of-Ordinary Shares-bought-back for-cancellation is-added to-this reserve.-This reserve is.non- . .

distributable.

Capital reserve
Itams accountad far this reserve are detailed in accounting policy 1(c).

Revenue reserve
The net profit arising in the revenue colurnn of the Income Statement is added to this reserve. Dividends paid during the
year are deducted from the reserve and it is available for paying future dividends on the Company's shares.

15 Net asset value per share

The net asset value per share and the net asset value attributable to the Ordinary Sharas at the year end were as follows:
Net asset value

per share Net asset value
201 2010 2011 2010
pence pence £'000 £'000
Ordinary Shares 117.9 129.8 343,293 377,793

Net asset value per Ordinary Share is calculaied on shareholders' funds of £343,283,000 (2010: £377,793,000) divided by
the number of Ordinary Shares in issue at the year end of 291,112,282 {2010: same).
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Notes to the Accounts (continued)

16 Reconciliation of net retumn before finance costs and taxation to net cash inflow from operating activities

2011 2010

£'000 £'000

Total return before finance costs and taxation {12,375) 45,319
LossesAgains) on investments 29,080 {30,471)
Exchange differences 152 (323)
Decreasedincrease) in accrued income and prepayments 9 {234)
Decrease in other debtors - 294
Decrease in other creditors {73) &)
Decrease in fees due to the investment manager {450} (599)
Tax on investment income (235} (353)
Net cash inflow from operating activities 16,108 13,628

17 Analysis of changes in net debt

At 30 At 30

Saptember Cash Other Currency September

2010 flow movements movemeants 2011

£'000 £'000 £'000 £'000 £:000

Cash in bank and on deposit 7,002 . 3,941 - (272) 10,671
6.25 per cent Bonds 2031 55,448} - (26) - {59,474}
Revolving advance facility (27,425) 4,312 - (38) (23,151)
(79,871) 8,253 (26) (310} (71,954)

18 Financial instruments

The Company’s financial instruments comprise equity and fixed interest investments, foreign currency exchange contracts,

cash balances, bonds; abank loan and dehtors andg creditors that-arise directty from its operations. As aninvestment trustthe ---

Company holds a partfolio of financial assets in pursit of its investment objective. The Company makes use of borrowings, as
detailed in notes 11 and 12, the Chalrman's Statement and the Managers' Review, to achieve improved performance in rising
markets. The risk of borrowings may be reduced by raising the leve! of cash balances held, The Company also has the ability
to enter into derivative transactions in the form of financial currency contracts and futures and options, subject to Board
approval, for the purpose of managing currency and market risk arising from the Company's portfolio, and enhancing income.
Listed fixed asset investments held {see note 9) are valued at fair value. For listed securities this is either bid price or the
tast traded price depending on the convention of the exchange on which the investment is listed. Unguoted investments
are valued by the Directors on the basis of all information available to them at the time of valuation. The market valug of

the Company's bonds is disclosed on page 44. The fair value of all other financial assets and liabilities is represented by
their carrying valug in the Balance Sheet shown on page 32. The fair value of the bank loan is not materially different from
the carrying value in the Balance Sheet.

The main risks that the Company faces arising from its financial instrurnents are:

) market price rigk, being the risk that the value of investment holdings will fluctuate as a result of changes in market
prices caused by factors ather than interest rate or currency rate movements;

(i) interest rate risk, being the risk that the future cash flows of a financial instrument will fluctuate because of changes
in market interest rates;

(i) credit risk, being the risk that a counterparty to a financial instrument wil fail to discharge an obligation or
commitment that it has entered into with the Company,;

(v} liquidity risk, being the risk that the Company may not be able to liquidate its investments quickly enough to meset its
angoing financial comrmitrents; and

{(v) foreign currency risk, being the risk that the value of investment holdings, investment purchases, invastment sales
and income will fluctuate because of movements in currency rates,
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18 Financial instruments {(continued)

The Company held the following categories af financial instruments as at 30 September 2011 and 2010:

2011 2010

£'000 £'000
Financial assets
Investment partfolio 413,563 457,280
Cash in bank and on deposit 10,6T1 7,002
Amounts due from brokers . 422 1,928
Payments and accrued income 2,427 2,436
QOther debtors 96 -
Financial liabilities
6.25 per cent Bonds 2031 59,474 59,448
Revolving advance facility 23,151 27,425
Amounts due to brokers 733 2,546
Fee due to investment manager - 450
Bond interest payable 207 207
Cther creditors 321 77T

Market price risk

The management of market price rigk is part of the fund management process and is typical of equity investment. The
portfolio is managed with an awareness of the effects of adverse price movements through detailed and continuing
analysis with an objective of maximising overall returns to shargholders. Further information on the investment portfolio is
set out in nate 9. Derivatives may be used from time to time to hedge specific market risk, gain exposure 10 a specific
market or 10 enhance income. As at the year end the Company held no material exposure 1o derivatives other than
hedged currency exposura as disclosed on page 47.

If the investment portfolio valuation fell by 20 per cent at 30 Septernber 2011, the impact on the profit or loss and the net
asset value would have been negative £82.7 million (2010: negative £91.5 milion). If the invesiment portfolio valuation rose
by 20 per cent at 30 September 2011, the impact on the profit or loss and the net asset value would have been positive
£82.7 million (2010: positive £81.5 million). The calcutations are based on the portfolio valuation as at the respective
balance sheet dates and are not representative of the year as a whole.

The Gompany held the following categories of financial instruments at 30 September 2011 and 2010, all of which are
included in the balance sheet at fair value:

Classification of financial instruments

2011 2010
Level 1 Level 2 Level3  Total Level 1 Leval2 Level 3 Total
£'000 £'000 £000 £000 £000 €000 £'000  £'000

Assets
Investment portfolio 413,342 - 221 413,563 456,891 - 389 457,280
Fareign exchange currengy contracts {33} - - (33} {181) - - (191)
413,309 - 221 413,530 458,700 - 388 457,089
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18 Financial instruments {continued)

Level 1 reflacts financial instruments quoted in an active market.

Level 2 reflects financial instruments whose fair value is evidenced by comparison with other observable current market
transactions in the same instrument or based on a valuation technique whose variables include only data from cbservable
markets.

Level 3 reflects financial instruments whose fair value is determined in whole or in part using a valuation technigue based
on assumptions that are not supported by prices from observable market transactions in the same instrument and not
based on available observable market data. The Company hoids one unquoted investment which is categorised as level 3.

A recongiliation of movements in the year is contained in note 9.

Interest rate risk
Floating rate

Interest payments are received on cash balances by reference to the bank base rates for the relevant currency for each

deposit. 2011 2011 2010 2010
Average Period Average Pericd
2011 interest until 2010 interest until
£'000 rate maturity £'000 rate maturity
Amount drawndown under
mutti-currency revolving
advance facility 23,151 1.09% 1.5 years 27,425 0.93% 2.5 years
The revolving advance facility is a multi-currency facility consisting of:
' 2011 2010
£'000 £'000
Sterling 16,000 18,000
US Dollar 5,160 6,849
Euro . [ . . 1,477 2,083
Japanese Yen 514 493
23,151 27,425

If the bank base rate had increased by 0.5 per cent, the impact on the profit or foss and net asset value would have been
a loss of £62,000 (2010: £102,000}. If the bank base rate had decreased by 0.5 per cent, the impact on the profit or loss
and net asset value would have been a profit of £62,000 (2010: £102,000). The calculations are based on the cash
batances and the revoiving advance facility as at the respective balance sheet dates and are not representative of the year
as a whole.

Fixed rate
The Company holds fixed interest investments and has fixed interest liabilities.

2011 2010

2011 Average 2010 Average

Average period Average period

2011 interest until 2010 interest until

£'000 rate maturity £°000 rate maturity

Fixed interest investments 53,450 7.00% 9.05 years £6,079 5.70% 8.95 years
Fixed interest liabilities:

6.25 per cent Bonds 2031 59,474 6.25%  19.95 years 59,448 6.25% 20.95 years

The bonds are denominated in sterling. (n the event that the Company decides t¢ repay the bonds before their maturity
date the terms of issue may rasult in a penalty for early repayment.

The fair value of the bonds, based on middle market prices at 30 September 2011 was £68.6 millon (2010: £63.5).

British Assaets Trust ple




18 Financial instruments {continued)

Non-interest bearing investments
The Company's non-interest bearing investments are its equity investments which had a value of £360,023,000 as at
30 September 2011 (2010: £401,201,000).

Credit risk

Credit risk is the nsk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it
has entered into with the Compary. The carrying amounts of financial assets best represents the maximum credit risk
exposure at the balance sheet date.

At the reporting date, the Company's financial assets exposed to credit risk amounted 1o the following:

2011 2010

£'000 £'000

Fixed income securities 53,540 56,079
Cash at bank and on deposit 10,671 7,002
Batances due from brokers 422 1,928
Interest, dividends and other receivables 2,427 2,436
67,060 67,445

Credit risk arising on transactions with brokers relates to transactions awaiting settlement. Risk relating to unsettled
transactions is considered to be small due to the short settlement period involved and the diversity of counterparties used.

All the assets of the Company which are traded on a recognised exchange are held by JPMorgan Chase Bank, the

Company's custodian. Bankruptcy or insolvency of the custodian may cause the Company's rights with respect to

securities held by the custodian to be delayed or limited. The Board monitors the Company’s risk by reviewing the
__custodian’s internal control reporls as described in the Repori of the Directors on pages 26 ?_’1‘,’,27' Their\fanagers have a

monitoring procedure in respect of counterparty risk which is reviewed on an ongoing basis.

The credit risk on liguid funds and derivative financial instruments is controlled through tha Managers' process for
approving counterparties, which incorporates both & quantitative and qualitative review process in order to achieve a
substantial overview of the cradit worthiness of all counterparties. Bankruptcy or insolvency of such counterparties may
cause the Company's ability to access cash placed on deposit to be delayed, limitad or lost.

As at 30 September 2011 1the Company had two overnight depoesits of £6.0 million and £2.8 million (2010: two of
£1.3 million gach) with two separate counterparties. There were no other material concentrations of credit risk to
counterparties at 30 September 2011 or 30 September 2010 because other deposits were spread over a number of

counterparties.

Liquidity risk

The Company maintains sufficient investments in cash and readily realisable securities 10 pay accounts payable and
expenses as they fall due. Short term flexibility is achieved, where necessary, through the use of overdrafi facilities.
The Company's liquidity risk is managed on an ongoing basis by the Managers.
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18 Financial instruments (continued)

Contractual maturity analysis for financial liabilities:

One and Threz and  Between one After
One month  three months  twelve manths  and five years five years Total
£'000 £'000 £7000 £'000 £'000 £'000
Current liabilities:
Amounts due to brokers {733) - - - - (733)
Other creditors {282) - - - (282)
Revolving advance facility (23,210} — - - {23,210}
Long term liabilities:
6.25 per cent Bonds 2031 - - (3.750) {15,000) {116,250) {135,000)
Total liabilities {24,225) - (3.750) {15,000) {116,250) {159,225)

Foreign currency risk

The Company invests in overseas securities and holds foreign currency cash balances which give rise to currency risks. In

the year to 30 September 2011, the Company entered into US Dollar and Eurc foreign currency contracts with a view to

partially hedging these currency risks.

Foreign cumency exposure: 2011 2010
Current Current
2011 assets/ 2011 2010 assets/ 2010
Investments {liabilities) Loans Investments (liabilities) Loans
£'000 £'000 £000 £'000 £'000 £'000
Australian Dollar 1,815 76 - 2,485 - -
Brazilian Real 4,778 1 - 11,835 - -
Canadian Dollar 3,081 4 - 2,763 - -
Chilean Peso - - - 348 - -
Chingse Yuan _B22 - - 4,038 - T .
Colormbian Peso - - - 742 - -
Danish Krona 872 - - 378 - -
Euro 15,048 453 (1,477) 20,827 72 {2,083)
Hong Kong Dollar 4,292 1 - 3,073 - -
Hungarian Forint 545 - - - - -
Indian Rupes 2,611 - - 6,324 - -
Indonesian Rupiah 7113 - - 3,329 15 -
Japanese Yen 7,586 277 {514) 6,975 123 {493)
Malaysian Dollar - - - 1,941 - -
Mexican Peso 706 - - 2,303 - -
Norwegian Krone 327 - - - - -
Peruvian Sol - - - 899 - -
Russian Rouble 1,186 - - 2,822 - -
Singapore Dollar 1,267 - - 1,840 - -
South African Band 2,336 - - 1,664 - -
South Korean Won 6,592 - - 6,085 (20) -
Swedish Krona 1,147 - - 951 - -
Swiss Franc 2,403 - - 3,188 - -
Taiwan Collar 3,083 - - 2,106 16 -
Thai Baht 649 - - 1,008 - -
Turkish Lira 1,054 - - 979 . -
US Dollar 35,493 1,537 {5,160) 40,047 2,259 6,849)
Total 98,406 2,349 (7,151) 128,956 2,485 (9,425)
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18 Financial instruments {continued)

The foreign exchange currency contracts not yet realised were as follows:

2011 2011 2010 2010

Hedged Unrealised Hedged Unrealised

amount gain/(loss) amount gain/{loss)

£°000 £'000 £'000 £'000

US Dollar for stering 3,203 47) 5973 (296)
Euro for sterling 7,017 14 4,418 105
10,220 (33) 10,391 (191)

If the value of sterling had weakened against each of the currencies in the portfolic by 20 per cent, the impact on the
profit cr loss and the net asset value wauld have been positive £23.4 million (2010: positive £30.5 milion). If the value of
sterling had strengthened against each of the currencies in the portfolio by 20 per cent, the impact on the profit or loss
and the net asset value would have been negative £15.6 million {2010: negative £20.3 milion). The calculations are based

on the portfolio valuation and cash and loan balances as at the respective balance sheet dates and are not representative

of the year as a whole. They do not take account of any impact on corporate profits of investee companies as a result of

these currency movements.
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Statement of Directors’ Responsibilities

The Directors are respensible for preparing the
Annual Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare
finrancial statements for each financial year. Under
that law they have elected to prepare the financial
statements in accordance with UK Accounting
Standards. The financial statements are required by
law to give a true and fair view of the state of affairs
of the Company and cof the profit or loss of the
Company for that period.

In preparing these financial statements, the Directors
arg required to:

e select suitable accounting policies and then
apply them consistently,

e make judgments and estimates that

reasonable and prudent; and

are

e state  whether applicable UK Accounting
Standards have been foliowed, subject to any
material dspartures disclosed and explained in
the financial statements.

The_Directors —are_responsible _for—kesping—proper.

accounting records that disclose with reasonable
accuracy at any time the financial positicn of the
Company and enable them to ensure that its
financial statements comply with the Companies Act
2008. They have general responsibility for taking
such steps as are reasonably open to them 1o
safeguard the assets of the Company and to
pravent and detect fraud and other irregularities.
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Under applicable law and regulations, the Directors
are also respensible for preparing a Directors’
Report (including a Business Review), a Directors’
Remuneration Report and a Corporate Governance
Statement.

The Directors are responsible for the maintenance
and integrity of
information included on the Company's website,
Legisiation in the UK governing the preparation and
disseminaticn of financial statements may differ from
legislation in other jurisdictions.

the corporate and financial

We confirm that to the best of our knowledge:

e the financial statements, prepared in accordance
with the applicable set of accounting standards,
give a true and fair view of the assets, labilities,
financial position, loss and cash flows of the
Company; and

o the Report of the Directors includes a fair review
of the developmant and performance of the
business and the position of the Company

and uncertainties that it faces.

On behalf of the Board
Lynn Ruddick
Chairman

s

-y

14 November 2011

—together-with-a-description-of - the-principal risks—————— -~




Independent Auditor's Report

Independent Auditor’s Report to
the Members of British Assets
Trust plc

We have audited the financial statements of British
Assets Trust plc for the year ended 30 September
2011 which comprise the Income Statement, the
Reconciliation of Movements in  Shareholders’
Funds, the Balance Sheet, the Cash Fow Statement
and the related notes 1 to 18. The financial reporting
framework that has been applied in their preparation
is applicable law and United Kingdom Accounting
Standards {United Kingdom Generally Accepted
Accounting Practice}.

This repont is 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 matiers 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 the Company and the
Company's members as @ body, forour audit work,
for this report, or for the opinions we have formed.

than

Respective Responsibilities of Directors and
Auditor

As explained more fully in the Statement of
Directors' Responsibilities set out on page 48, the
Directors are responsible for the preparation of the
financial statements and for being satisfied that they
give a true and fair view. Our responsibility is to
audit and express an opinion on the financial
statements in accordance with applicable law and
International Standards on Auditing (UK and reland).
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
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sufficient to give reasonable assurance that the

financial statemenis are free from matenal

misstatement, whether caused by fraud or ermor,

This includes an assessmeni oft whether the
accounting policies are appropriate to  the
Company's circumstances and have been

consistently applied and adequately disclosed; the
reascnableness of significant accounting estimates
made by the Directors; and the overall presentation
of the financial statements.

In addition, we read all the financial and non-
financial information in the Company's annua! report
and accounts to identify material inconsistencies
with the audited financial statements. If we become
aware of any apparent material mis-statements or
inconsistencies we consider the implications for our
report.

Opinion on Financial Statements
in our opinion the financial statements:

e give a true and far view of the state of the
Company's affairs as at 30 September 2011 and
of its loss for the year then ended;

e have been properly prepared in accordance with
United Kingdom Generally Accepted Accounting
Practice; and

e have been prepared in accordance with the
requirements of the Companies Act 2006.

Opinion on Other Matters Prescribed by the
Companies Act 2006
In our opinion:

« the part of the Directors' Remuneration Report to
be audited has been properly prepared in
accordance with the Companies Act 2006; and

s the information given in the Repeort of the
Directors for the financial year for which the
financial statements are prepared is consistent
with the financial statements.
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Independent Auditor's Report

(continued)

Matters on Which We are Required to Report by
Exception

We have nothing to report in respect of the
following:

Under the Companies Act 2006 we are required to
report to you if, in our opinion:

# adequate accounting records have not been kept,
or retums adequate for our audit have nct been
received from branches not visited by us; or

e the financial statements and the part of the
Directors’ Remuneration Report to be audited are
not in agreement with the accounting records and
returns; or

e certain disclosures of Directors’ remuneration
specified by law are not made; or

e we have not received alt the information and

explanations we require for our audit.

Under the Listing Rules we are Required to
Review:
e the Directors’ statement, set out on page 26, in

relation 1o going concern;

the part of the Corporate Governance Statement
relating to the Company's compliance with the
nine provisions of the Jung 201C¢ Combined Code
specified for our review; and

certain elements of the report to the sharehciders
by the Board on Directors’ remuneration.

Julian Yound (Senior Statpto Audlt-or)

for and on behalf of
Ernst & Young LLP, Statutory Auditor
London

14 November 2011
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Shareholder Information

Annual General Meeting

The Annual General Meeting of British Assets Trust
plc will be held at 80 George Street, Edinburgh
EH2 3BU on Wednesday, 14 December 2011 at
12 noan.

Dividends

Ordinary dividends are paid quartedy in April, July,
Cctober and January each year, Shareholders who
wish to have dividends paid directly into a
bank account rather than by cheque to their
registered address can complete a mandate form
for the purpose. Mandales may be obtained from
Equiniti  Limited, Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA on request. The
Company operates the BACS system for the
payment of dividends. Where dividends are paid
directly to sharehclders' bank accounts, dividend tax
vouchars are sent to shareholders’ registered
addresses.

Dividend Reinvestment Plan

Sharehotders whe wish to use their dividends to
purchase further sharegs in the Company by
participating in the Company's  Dividend

Share Prices

The Company's Ordinary Shares are listed on the
London  Stock  Exchange  under  ‘Investment
Cempanies’. Prices are given daily in the Financial
Times, The Scotsman, The Times and The Daily
Telegraph.

Change of Address
Communications with sharehotders are mailed to the
address held on the share register. In the event of a
change of address or other amendment this should
be notified to Equiniti Limited under the signature of
the registered holder.

Daily Net Asset Value

The net asset value of the Company’s shares can
be obtained on the Company's website at
www.british-assets.couk or by contacting F&C
Asset Management plc’s (nvestor Services team on
0845 6C0 3030.

Reinvestment—Plan-can--complete -a-mandate—form

which may be obtained from Equiniti Limited on
request.

Profile of the Company’s Ownership
% of Ordinary Shares held at 30 September 2011
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Shareholder Information (continued)

Financial Calendar 2011/12

14 December 2011 Annual General Meeting
6 January 2012 Final dividend paid
January 2012 Publication of Interim Management Statement
Aprit 2012 First interim dividend paid
May 2012 Announcement of Interim Results

Paosting of Interim Report
July 2012 Second interim dividend paid
Publication of Interim Management Statement
Cctober 2012 Third interim dividend paid
November 2012 Announcement of Annual Results

Posting of Annual Report

Warning to Shareholders - Boiler Room Scams

In recent years, many companies have become aware that their shareholders have been targeted by
unauthorised overseas-based brokers seling what turn cut to be non-existent or high risk shares, or

52

eXprassing a wish to Guy their shares? If You receive” unsolicited investment advice orrequests:— = "~~~ — 77~
- Make sure you get the correct name of the persan or organisation

- Check that they are properly authorised by the FSA before getting involved by visiting www.fsa.gov.uk/
pages/register/

- Report the matter to the FSA by calling 0845 606 1234

- If the calls persist, hang up

More detailed information on this can be found on the CFEB website www.moneymadeclear.fsa.gov.Qk

British Assats Trust plc




How to Invest

As well as investing in British Assets Trust pic directly through a stockbroker, there are some additional
benefits of investing through one of the savings plans run by F&C Management Limited {'F&C’).

You can enjoy the convenience of making regular savings by Direct Debit, take advantage of our tax-efficient
ISA wrapper, receive a simple statement every six months and tet us automatically reinvest your dividends
for you,

F&C Private Invester Plan

A flexible, low cost way to invest with a lump
sum from £500 or regular savings from £50 a
month. You can also make additional lump
sum top-ups at anytime from £250.

F&C Investment Trust ISA

Use your ISA  allowance to invest up 1o
£10,680 tax efficiently each year with a lump
sum from £500 or regular savings from £50 a
month. You can alsc make additional lump
sum top-ups at anytime from £250 and
transfer any existing ISAs to us whilst
maintaining all the tax benefits.

F&C Child Trust Fund {‘CTF’)
F&C is a leading provider of CTFs which can
be opened for_all children born between

1 September 2002 and 31 December 2010
using the government's CTF wvoucher. The
maximum that can be invested annually is
£3,600 and, depending on the type of CTF
opened, investments can start from as little
as £10 a month.

F&C Children's Investment Plan

Aimed at older children ineligible for a CTF, or
if you need access to the funds before the
child is 18. This flexible plan can easily be
written under trust to help reduce inheritance
tax liability. Investments can be made from a
€250 lump sum or £25 a month. You can
also make additional lump sum top-ups at
anytime from £100. '

Potential investors are reminded that the value of
investments and the income from them may ge
down as well as up and you may not receive back
the full amount originally invested. Tax rates and
reliefs depend on the circumstances of the
indivicual.

Low Charges

All the plans are low cost and flexible. When you
buy or sell shares in these plans the dealing fee is
only 0.2 per cent. Government stamp duty of
0.5 per cent also applies on purchases (where
applicable). There are no initial or exit charges. The
only annual management fee is on the ISA, which is
£60 + VAT (no matter how many ISAs you take out
annually with F&C, or how many ISAs you transfer).
The CTF has no initial charges, dealing charges or
annual management fee,

How to Invest
You can invest in al our savings plans onling,

—except_for_the_CTF. It’s_simple_to_register_and

invest using your debit card. Alternatively, please
contact us for application forms.

New Customers:
Contact cur Investor Services Team:

Call: 0800 136 420
Email: info@fandc.com
Investing online: www.fandc.com

Existing Plan Holders:
Contact our Investor Services Team:

Call: 0845 600 3030
Email: investor.enquiries@fandc.com
By post: F&C Plan Administration Centre

Block C, Western House
Lynch Wood Business Park
Peterborough, PE2 6BP

Calls may be recorded.

If you have trouble reading small print, please let us know. We can provide literature in
alternative formats, for example large print or on audiotape. Please call 0845 600 3030.

The above has been approved by F&C Managernent Limited which is & member of the FEC Asset Managsment Group and is authorised
and regulated by the Financial Services Authority.
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Notice of Annual General Mesting

Notice is hereby given that the Cne Hundred and
Feurteenth Annual General Meeting of British Assets
Trust Public Limited Company willi be held at
80 George Street, Edinburgh EHZ 3BU on
Wednesday, 14 December 2011 at 12 noon for the
following purposes:

Ordinary Business

To consider and, if thought fit, pass the fcllowing as
Ordinary Resolutions:

1. That the Report and Accounts for the year
ended 30 Septermber 2011 be received.

2. That the Directors' Remuneration Report for the
year ended 30 September 2011 be approved.

3. That a final dividend of 1.786 pence per
Ordinary Share be declared.

4. That Jan Russell, who retires annualy, be re-
elected as a Director.

5. That James Long, who retires annually, be
re-elected as a Director.

6. That James Macleod, who retires annually, be

any security intc shares in the Company
("'Securities”) provided that such authority shall
be limited to the allotment of shares and the
grant of rights in respect of shares with an
aggregate nominal value of up to £7,277 807,
such authority to expire at the conclusion of the
next annual general meseting of the Company
after the passing of this resclution or on the
expiry of 15 months from the passing of this
resolution, whichever is the later, unless
previously revoked, varied or extended by the
Company in a general meeting, save that the
Company may at any time prior to the expiry of
this authority make an offer or enter intc an
agreement  which would or might require
Securities to be allotted or granted after the
expiry of such authority and the Directors shall
be entited to alot or grant Securities in
pursuance of such an offer or agreement as if
such authority had not expired.

To consider and, if thought fit, pass the following as
Special Resolutions:

12. That, subject to the passing of resolution
number 11 above, and in substitution for any

re-slected-as-a-Director.

7. That Jimmy West, who retires annually, be
re-elected as a Director.

8. That Lynn Ruddick, who retires annually, be re-
elected as a Director.

9. That Ernst & Young LLP be re-appointed &as
Auditor,

10. That the Directors be authorised to determine
the Auditor's remuneration.

11. That, in substitution for any existing authority,
but without prejudice to the exercise of any
such authority prior to the date hareof, the
Directers of the Company be and are hereby
generally and unconditionally authorised  in
accordance with Section 551 of the Companies
Act 2006 to exercise all the powers of the
Company to allot shares in the Company and
to grant rights to subscribe for or to convert

British Assets Trust plc

existing—power—bhui—without—prejudice -to- -the-
exercise of any such power prior to the date
herecf, the Directors of the Company be and
they are hereby generally empowered, pursuant
to Section 570 of the Companies Act 2006 (the
“Act”), to allot equity securities (as dsfined in
Section 560 of the Act), including the grant of
rights to subscribe for, or to convert securities
into ordinary shares held by the Company as
treasury shares (as defined in Section 724 of
the Act) for cash pursuant to the authority given
by resolution number 11 above as if Section
561(1) of the Act did not apply to any such
allotment of equity securities, provided that this
power:

(a) expires at the conclusion of the next annual
general meeting of the Company after the
passing of this resolution or on the expiry
of 15 months from the passing of this
resolution, whichever is the later, save that
the Company may, before such expiry,




b

=

make an offer or agreement which would or
might require equity securities o be allotted
after such expiry and the Directors may allot
equity securities in pursuance of any such
offer or agreement as if the power conferred
hereby had not expired; and

shali be limited to the allotment of equity
securities up to an aggregate nominal value
£3,638,903 being approximately 5 per cent
of the nominal value of the issued share
capital of the Company, as at 14 November
2011.

13. That, in substitution for any existing authority
but without prejudice to the exercise of any
such autharity prior to the date hereof, the
Company be and is hereby generally and
unconditionally authorised, pursuant to and in
accordance with section 701 of the Companies
Act 20086 (the "“Act'"} to make market purchases
(within the meaning of section 693{4) of the Act)
of fully paid ordinary shares of 25 pence each in
the capitat of the Company ("ordinary shares")
(either for retention as treasury shares for future
reissue, vesale, ftransfer or cancellation),

(a)

)

provided-that: -

the maximum aggregate number of ordinary
shares hereby authorised to be purchased is
43,637,731, representing  approximately
14.99 per cent of the Company's issued
share capital at the date of the posting of
this resolution;

the minimum price (excluding expenses)
which may be paid for each ordinary share
is 25 pence;
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(c) the maximum price (excluding expenses)
which may be paid for each ordinary share
shall not be more than the higher of:

() 5 per cent above the average closing
price on the London Stock Exchange of
an ordinary share over the five business
days immediately preceding the date of
purchase; and

{i} the higher of the last independent trade
and the highest current independent bid
on the London Stock Exchange; and

(d

unless previously varied, revoked or renewed
by the Company in a general meeting, the
authority hereby conierred shall expire at the
conclusion of the Company’s next annual
general meeting or on 14 June 2013
whichever is the later, save that the
Company may, prior to such expiry, enter
into a contract to purchase ordinary shares
under such authority which will or might be
completed ¢r executed wholly or parily after
the expiration of such authority and may
make a purchase of ordinary shares
pursuant to-any -such-contract. :

By order of the Board
G R Hay Smith
Secretary

80 George Street
Edinburgh EH2 3BU

14 Novermnber 2011




Notice of Annual General Meeting
(continued)

Notes

1.

A member entitled to attend, speak and wvote at the above
mesting is entitied to appoint one or more proxies to attend,
spaak and vote instead of him provided that, i more than one
proxy is appointed, each proxy is appointed to exercise rights
attached to different shares. A proxy need not ba a member of
the Company.

. Tha right to appoint a proxy does not apply to persons whose

shares are held on their behalf by anothar psrson and who
have been nominated to receive communications from the
Company in accordance with Section 146 of the Companigs
Act 2006 (“‘nominated persons”). Nominated parsons may
have a right under an agreement with the member who holds
the shares on their behalf to be appointed (or to have
someona else appoiniad) as a proxy. Altamatively, if nominated
parsons do not have such a right, or do not wish to exercise i,
they may have a right under such an agreement to give
instructions to the person holding the shares as to the exercise
of voting rights.

. A form of proxy is enclosed for use at the above meeting.

Completion and retum of the form of proxy will not prevent a
marnber frorn attending the meeting and voting in person. To
ba eltective, the form of proxy, duly executed, must be lodged
at the address shown on the form of proxy () by 12 noon on
12 Dacember 2011 or, {ii) in respact of an adjournad mesting,
no later than 48 hours {excluding nen-working days) before the
holding of that adjourned mesting (or, in the case of a pall
takan subsequent to the date of the mesting or an adjourned
meeting, not less than 24 hours before the time appointed for
the taking of the poll).

. Pursuant 1o Regulation 41 of the Uncertificated Securities

Regulations 2001, the Cornpany specifies that only those
hoiders of Ordinary Shares entered on the Register of
Members of the Company as at 8.00 pm on 12 Dacomber
2011 or, in the avent that the mesting is adjpumed, on the
Register of Memnbers as at 6.00 pm two days (gxciuding non-
working days) before any adjournad mesting, shall be entitled
to attend, speak or vete at the mesting in respect of the
number of Crdinary Shares registered in their names at that
tirme. Changes to the entries_on_the Register of Members aftar
600 pm on 12 December 2011 or, in the event that the
meeting is adjoumed, on the Register of Mambers as at
6.00 pm two days {excluding non-working days) before the
time of any adjoumed meeting, shall be disregarded in
datermining the rights of any persen to attend, speak or vota
at the meeting, notwithstanding any provisions in - any
enactment, tha Articles of Asscciation of the Company or other
instrument to the contrary,

. Any persan hotding 3 per cent of the total voting rights in the

Company who appeints a person other than the Chairman as
his proxy will need {o ensura that both he and such third party
complies with their respective disclosure obligations under the
Disclosure and Trangparancy Rules.

. The members of tha Company may require the Company to

publish, on its website {without payment), a statement {which
is also passed to the Company's auditors) setting out any
matter ralating to the audit of the Company’s accounts,
including the auditors' report and the conduct of the audit. Tha
Company will be required to do so once it has received such
requests from members representing at least 5 per cent of the
total voting rights of the Company or at lsast 100 members
who have a relevant right to vote and hold shares in the
Company on which there has been paid up an average sum
per member of at least £100. Such requests must be made in
wrilng and must state the member's full name and address
and ba sent to B0 George Strest, Edinburgh EHZ 3BU.

. Information regarding the Annuai General Mesting. including

information required by section 311A of the Companies Act
2006, is available from www.british-assets.co.uk.

. Under section 3194 of the Cormpanies Act 2006, the Company

must answer any quastion relating to the businass being dealt
with at the meeting and put by a mamber attending tha
meating unlass:
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{a) answering the question would interfera unduly with the
preparation for the meeting or involve the disclosure of
confidential infarmation;

[b) the answer has abeady been given cn a wabsite in the
form of an answer ¢ a quastion; or

¢} it is undesirable in the intarests of the Company or the
good ordar of the meating that the question be answersed,

. CREST members who wish to appoint a proxy or proxies

through the CREST electronic proxy appointment service may
do so by using the proceduras described in the CREST
Manual and by logging on to www.euroclear.com/CREST.
CREST personal members or other CREST sponsored
mambers, and those CREST members who have appointed a
vating senvice providerts), should rafer to their CREST sponsor
or voling service providers), who wil be able to take the
appropriata action on their behall.

. In order for & proxy appeintment or instruction made using the

CREST service to ba valid, ths appropriate CREST message (a
“CREST Proxy Instruction’’} must be property authenticated in
accorglance  with  Eurpclear UK &  Irelang  Limited's
specifications, and must cantain the information required for
such instruction, as described in the CREST Manual. The
massage, regardless of whether it constitutes the appointment
of a proxy or is an amendment to the instruction given to a
previously appointed proxy must, in order to be wvalid, be
transmitted S0 as to be received by tha Company's registrar
ID RA19) no later than 48 hours (excluding non-working days)
befcre the time of the meeling or any adjournment, For this
purposa, the tima of recaipt will be taken to be the time (as
datermined by the timestamp applied to the message by the
CREST Application Host) from which the Company's registrar
is able 1o retieve the maessage by enquiry to CREST in tha
manner prescribed by CREST. After this time any change of
instructions to proxies appointed through CREST should be
communicated to the appaintes by other means.

. CREST members and, where applicable, their CREST

sponsors, or voting service providers should note that
Eurcclear UK & Ireland Limitad does not make available spacial
procedures in CREST for any particular message. Nommal
system-timings -and- limitations - wil; -therefcre, epply in-refation
1o the input of CREST Praxy Instructions. It is the responsibility
of the CREST member concermned to take (or, if the CREST
member is a CREST persenal member, or sponscred mamber,
or has appoeinted a voting service provider(s), to procure that
his CREST sponsor or voling service provider(s} take(s)) such
action as shall be necessary lo ensure that a message is
transmitted by means of the CREST system by any particular
time. In this connection, CREST members and, where
applicable, their CREST sponscrs or voling system providars
are refarred, in particular, to those sections of the CREST
Manual concemning practicat mitations of the CREST system
and {imings.

. The Gompany rmay treat as invalid a CREST Proxy Instruction

in the circumstances set out in Ragulation 35(8)a) of the
Uncertificated Securities Regulations 2001.

Mo Director has a contract of service with the Company. The
Directors’ letters of appoiniment will be available for 15
minutas prior to, and durng the Annual General Maeeting.

. As at 500 pm on 14 November 2011 {being the latest

gpplicable date prior to the publication of this nctica), the
Company’s issued share capital comprised 291,112,282
Ordinary Shares of 25p sach. Every Member holding Ordinary
Shares shall have one vote for every Ordinary Share held by
them and therefore the tolal number of voting rights in the
Company at 5.00 pm on 14 November 2011 was 291,112,282

. Members who have general quenes about the Annuat General

Meeting should not use any electronic address to
comenunicata  with  the Company but should call the
Company's registrars on 0B71 384 2462, Calls to this
number cost 8p per minule from a BT landline. Other
providers' costs may vary. Lines open 8.30 am to 5.30 pm,
Monday to Friday. The Company’s registrars’ overseas helpline
number is + 44 121 415 7047,
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