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(i) Group summary

From its origins in 1889, Law Debenture has diversified to become a group
with a unique range of activities in the financial and professional services
sectors The group divides into two distinct complementary areas of business

Investment trust
We are a global investment trust, isted on the London
Stock Exchange

Qur portfolio of Investments 1s managed by Henderson
Gtobal Investors Limited under a contract terminable by
either side on six months’ notice

Our objective is to achieve long term capital growth in
real terms and steadily increasing income The aim Is
to achieve a higher rate of total return than the FTSE
Actuanes All-Share Index through investing in a
portfolio diversified both geographically and by industry
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At a glance

The Corporation regularly recewves enquines from
private indmwiduals, IFAs and pnvate client brokers for
details they believe are important in reaching decisions
on whether or not to buy Law Debenture shares These
enquines have increased since the introduction of the
Retal Distnbution Review, as brokers and others look
to review the suitability of equity investments suitable
for retail investors

The information that we are most frequently asked to
provide 15 set out In pages 3 to 11

Law Debenture’s shareholders

Law Debenture shares are intended for private investors
in the UK (‘retaill investors’), professionally advised
private chents and institubonal investors Law Debenture
aims to achieve for shareholders long term capital
growth in real terms and steadily mcreasing income

By investing in an investment trust, shareholders
typically accept the nsk of exposure to equities but

hope that the pcoled nature of an investment trust
portfoko will give some protection from the radical share
price movements that can sometimes affect indvidual
equities [nvestors should satisfy themselves that they
are capable of evaluating the nsks and ments of any
investment in equities, including investment trusts

Investment strategy

The Corporation cames on its business as a global
growth investment trust Its objective 1s set out In the
business review The aim 1s to achieve a higher rate of
total retum than the FTSE Actuanes All-Share Index
through investing in a portfolio diversified both
geographically and by industry

To achieve this, investments are selected on the basis
of what appears most attractive in the conditions of the
time This approach means that there 1s no obhigation
to hold shares in any particular type of company,
industry or geographical location The independent
fiduciary services businesses do not form part of the
investment portfolio and are outwith this strategy

The Corperation’s portfolio will typically contain
between 70 and 150 listed investments The portfolio
1s widely diversified both by industnal sector and
geographic location of investments in order to spread
investment nsk

Whilst performance 1s measured against local and UK
indices, the composition of these indices does not
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influence the construction of the portfolio As a
consequence, it 1s expected that the Corporation’s
investment portfolio and performance will deviate from the
comparator indices

Because the Corporation’s assets are invested
internationally and without regard te the composition of
indices, there are no restnctions on maximum or minumum
stakes in particular regions or industry sectors However,
such stakes are monitored in detail by the board at each
board meeting in order to ensure that sufficient
diversification 1s maintained

Liquidity and long-term borrowings are managed with the
aim of improving returns to shareholders The policy an
geanng is to assume only that level of geanng which
balances nsk with the objective of increasing the retumn to
shareholders In pursuit of its investment objective,
investments may be held in, nter aha, equity shares, fixed
interest secunties, interests in irmited liability parinerships,
cash and iquid assets Denvatives may be used but only
with the prior authonsation of the board Investment in such
mstruments for trading purposes 1s proscnbed [t is
permissible to hedge against currency movements on both
capital and income account, subject agatn to pnor
authonsation of the board Stock lending, trading in
suspended shares and short positicns are not permitted

The Corporation’s investment activities are subject to the
following imitations and restnchions

« No investment may be made which raises the aggregate
value of the largest 20 holdings, excluding investments in
OEICs, Ballle Gifford Pacific, First State Asia Pacific and
UK gilts, to more than 40% of the Cormporation’s portfolio,
including cash The value of a new acquisition in any one
company may not exceed 5% of total portfolio value
(including cash) at the time the nvestment 1s made,
further additons shall not cause a single holding to
exceed 5%, and board approval must be sought to retain
a holding, should its value increase above the 5% limit

+ The Corporation applies a ceiling on effective geanng of
150% White effective geanng will be employed m a
typical range of 90% to 120%, the board retains the
ability to reduce equity exposure to below 90% If deemed
appropniate

+ The Corporabon may not make invesiments in respect of
which there 1s unlimited hability

* Board approval must be sought for any proposed direct
investments in certain junsdichions

» The Corporation has a policy not to invest more than 15%
of gross assets in other UK listed investment companies
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At d glance continued

Factors to take into account when
considering equity iInvestment

Investment trust shares should, generally, be viewed as
long-term investments Some of the key factors to take
into account are set out below

Performance

Investment trust shares are generally considered to be
investments suitable for the longer term Their records
are readily available from the website of the Association
of Investment Companies {‘'AIC") Past performance can
never give guarantees about future prospects

Fee structure

Investment trusts will typically pay a fee to the investment
manager, normally based on the net assets of the
portfolio, to which must be added other costs such as
custody services, etc Some trusts will pay fees based on
performance of the pertfolio against a benchmark All
investment trusts pubhsh AIC Ongoing Charges (cost of
operating the trust} as a means to compare costs between
trusts and other investment vehicles such as OEICs
Tradionally, investment trusts have had lower total
charges than OEICs and Law Debenture’s latest
published level of Ongcing Charges 1s one of the lowest In
the marketplace at 0 47% No performance fees are paid
to the mvestment manager

Complexity

investment trusts’ shares are availlable for purchase in the
market In some cases, investment trusts may offer more
than one class of share, or offer innovative (not necessanly
simple) subscription offers It 1s iImportant for investors to
understand the capital structure of any investment they
make Law Debenture’s capital structure is trangparent —
we have only one class of share (ordinary shares) and
each share has the same nghts as every other share

Transparency

It 1s iImportant for investors to understand the nature of the
underlying investments they are buying into when
investing in an investment trust Investment trusts should
be publishing, as a mintmum, details of their entire
portfolio at least twice a year (in the annual and sems-
annual reports) with regular monthly updates on the
composition of the top ten holdings in the parifclio

Law Debenture meets this mirsmum standard and 1s
committed to publishing, on its website www lawdeb com,
its full list of underlying shares on a monthly basis
commencing July 2013
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Gearing

Investment trusts have traditicnally had the benefit of
being able to ‘gear’ their portfolios according to market
conditions at the time In other words, they can raise debt
(either short or long term) to generate funds for further
nvestment —1 e to increase the size of the portfolio — or
they can sell assets from within the portfolio to reduce
debt and even be ‘negatively geared’ — 1 e selling assets
to hold as cash so that less than 100% of the trust's
assets are invested in equities

Share price and net asset value (NAV’)
Investment trusts can trade at a discount (where the
share pnce 1s lower than the combined value (NAV) of

the underlying assets) or at a prermium (where the share
pnce trades at a higher level than the underying NAV)
Investment trust investors need to understand these
concepts as well as exarmine the underlying portfolio, and
the way that it 1s managed, to dectde whether or not an
investment trust share represents ‘good value’ Law
Debenture has often traded at a premium to NAV because
it has a trading subsidiary (its independent fiduciary
services businesses, descnbed in more detail on page (1))
which 1s not Included at estimated current value in the NAY,
but 1s pnced by the market into Law Debenture’s share
pnce ltis therefore important that investors understand
this structure and that they take time to recognise the
considerable benefits that investors in Law Debenture
denve from the existence of the independent fiducary
services businesses

Liquidity

Investors also need to look at the tradability and
avallability of shares so that they can be reasonably
confident that sharas can easlly be bought and sold
Here, vanous indices are helpful For example, the
London Stock Exchange publishes a range of data for all
histed companies showing how many shares trade each
day, trade pncing, volatility, etc

Summary

These “At a glance” pages are for information purposes
only Itis not a financial promotion or a recommendation
to buy or sell Law Debenture or zny other shares Itis a
general summary of sorne of the factors that investors
should take into account when considenng an investment
in Investment trust shares
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Financial summary and performance

Financial summary

31 December

31 December

2012 2011
pence pence
Share pnce 425.00 333 50
NAV per share after proposed final dividend 374.55 32375
NAV per share after proposed final dwvidend with debt at fair value* 367.86 32375
Revenue return per share
— Investment trust 8.47 827
— Independent fiduciary services 6.67 725
Group revenue return per share 1514 1552
Capital return/{loss) per share 5024 (19 07)
Dwidends per share 14.25 13 50
* See note 20 to the accounts on page 60
%
Ongoing charges 0.47
Geanng 100
Ongoing charges are based on the costs of the investment trust and include the Henderson
management fee of 0 30% of NAV of the investment trust There s no performance related
element to the fee
Performance
2012 201
% %
Share pnice total return’ 32,0 29)
NAV total return’ 19.7 (16)
FTSE Actuanes All-Share Index total return 12.3 (35)

1 Source AIC
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4 10 year record

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Net assets’ (Em) 1996 2417 2725 3396 3926 4071 2664 3424 4126 3909 4519

Revenue return? (pence) 633 691 857 1005 1219 1423 1558 1302 1326 1552 1514
Capital return? (pence) (5012) 3731 2585 5467 4094 937 (12059) 6277 5822 (1907) 50.24
Total® (pence} (4379) 4422 3442 6472 5313 2380 (10501) 7579 7148 (355) 65.38

Revenue return? {pence)

Investment trust 410 451 506 573 707 860 1023 733 707 827 8.47
Independent fiduciary
SEernvIces 223 240 351 432 512 563 535 569 619 725 6.67

633 691 857 1005 1219 1423 1558 1302 1326 1552 15.14

Dividends? (pence) 690 690 755 905 1050 1200 1220 1220 1270 1350 14.25
NAV' 2{pence)

(after proposed final dividend) 1705 2019 2281 2840 3282 3396 2192 2840 3429 3238 3746
Share price’ ? (pence) 1925 22175 2325 28875 3490 3545 2235 2845 3566 3335 4250
Premum' (%} 129 98 19 17 63 44 20 02 40 30 135

Market capitalisation' (Em) 2253 2600 2732 3397 4108 4174 2638 33589 4186 3938 5019

' At 31 Decamber

2 pence per share as restated following a five for one share split 1in August 2002

The information in respect of 2003-2012 1s 1in accordance with International Financial Reporting Standards The
information in respect of 2002 15 In accordance with UK Generally Accepted Accounting Principles
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Long term performance 5

5 yea:s 10 yaa;s
NAY total return’ 36.8 2183
FTSE Actuanes All-Share Index total return’ 13.2 131.7
Share price total return’ 47.2 218.3
Change n retail price index’ 171 378
Annual revenue earmings growth 1.2 91
Annual dividend growth 3.5 75
Annual RPI change 3.2 33

' Source AIC

The performance data contained above has been compiled in accordance with AIC
recommendations

Total returns assume the reinvestment of dividends

20 year performance 5

GRAPHIC REMOVED
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6 C|aSSIflcat10n Of InVEStmentS based on market values at 31 December 2012

United North Other
Kingdom America Europe Japan Pacific UK Gilts
“% % % % % %
Qil & gas
Ol & gas producers 570 - 040 - - -
Oil equipment & services 120 213 017 - - -
6 90 213 0 57 - - -
Basic materials
Chemicals 182 - 021 - - -
Forestry & paper 056 - - - - -
Mining 232 - - - -
470 - 021 - - -
Industnals
Construction & materials 089 - - - - -
Aerospace & defence 6 61 - - - - -
General industnals 151 - - - - -
Electronic & electrical equipment 296 073 018 - - -
Industnal engineenng 313 143 - - - -
Industnal transportation 013 - 035 - - -
Support services 335 - 150 - - -
18 58 216 203 - - -
Consumer goods
Automobiles & parts 221 - - oM - -
Beverages 142 - 028 - - -
Food producers 167 - 067 - - -
Household goods & home construction 172 - 057 - - -
Leisure goods - - - - - -
Tobacco 074 - 026 - - -
776 - 178 041 - —
Health care
Health care equipment & services 067 075 095 - - -
Pharmaceuticals & biotechnology 382 048 078 - -
4 49 123 173 - -
Consumer services
Food & drug retallers 053 - - - - -
General retailers 161 - 036 - - -
Media 248 - - - - -
Travel & leisure 166 - - - - -
6 28 - 036 - - -
Telecommunications
Fixed line telecommunications 057 - - - - -
Mobite telecommunications 108 - 017 - - -
165 - 017 - - -
Utilties
Electnaity 140 - 012 - - -
Gas water & multutiities 274 - - - - -
414 - 012 - - -
Financlals
Banks 303 - - - - -
Nonlife insurance 327 - - - - -
Life insurance / assurance 155 - - - - -
Real estate investment & services 064 - - - - -
Real estate investment trusts 118 - - - - -
Financial services 312 - 028 - - -
Equity investment instruments o - - 234 6 65 -
1370 - 028 24 665 -
Technology
Software & computer services 021 103 071 - - -
Technology, hardware & equipment 049 - — - - -
070 103 071 - - -
UK Gilts - - - - - 719
Total 2012 68 90 655 7.96 275 6 65 7.19
Total 2011 64 90 6 60 741 302 755 10 52

The above table excludes bank balances and short term deposits
The Law Debenture Carporaton plc www lawdeb com




Total Total Portfolio by sector 2012 |
2012 2012 201 201 '
£000 % £000 % |
Ol&gas 96% !
29,221 6.10 31,296 7 41 ‘
16,755 3.50 11,696 278 GRAPHIC REMOVED Basic matenals 4 9% ‘
45,976 9 60 42,992 10 19 |
industnals 22 8%
9,703 2,03 3,892 092
2,672 056 2,275 054
11,093 2.32 9,838 232 .
23,468 4,91 16,005 378
4,265 0.89 3,776 089 Consumer goods 9 9%
31,692 6.61 27,479 649
7,260 1.51 5,528 130
18,532 387 15,112 357 Health care 7 5%
21,896 456 19,098 452 '
2,332 048 2,017 048 o -
23337 485 17937 426 Consumer services 6 6% :
109,314 22.77 90,947 2151 Telecommunications 1 8%
12,522 2.62 9,937 % f{ Utilties 4 3% !
8,113 1.70 6,107 ,
11,236 2.34 9.509 224 Technology 2 4%
10,994 229 9703 229 Financials 23 0%
4,808 1.00 10,159 2.39 UK Gilts 7 2%
47,673 9.95 45 657 1077
11,356 2.37 11,715 g gg
24,345 5.08 21,171
35,701 745 22,388 778 Portfolio by sector 2011
2,520 0.53 4,034 095 Ol & gas 10 2%
9,454 197 5,489 128
11,921 2.48 10,495 250 Basic matenals 3 8%
7,947 166 6154 145 GRAPHIC REMOVED
31,842 6.64 26,172 618
Industnals 27 5%
2,773 0.57 2,291 054
6,026 1.25 8,386 2 00
8,799 1,82 10,677 254
7,258 1.52 7,065 167 %
13139 274 12358 293 Consumer goods 70 8%
20,397 428 19,423 480
Health care 7 8%
14,566 3.03 6,384 151
15,6486 3.27 11,496 2n Consumer services 6 2%
7,436 1.55 6,016 142
3,052 0.64 1,120 026 Telecommunications 2 5%
5,637 118 4,382 103
16,275 340 11,201 264 Utiities 4 6%
47,530 9.90 47,119 1113
110,142 22.97 87,718 2070 Technology 1 4%
(-7
9,375 1.95 6.076 143 Financials 207% |
2,364 0.49 — - UK Gilts 10 5% ‘
11,739 2.44 6.076 143 |
34,470 7.19 44,491 1052
479,521 100.00
423,044 100 00
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POI’thIIO Valuat|0n as at 31 December 2012

The number of Investments increased from 123 at 31 December 2011 to 127 at 31 December 2012

£000 % £000 %
Oil & gas Industrial engineering
Ol & gas producers Hill & Smith 7,104 148
BP 11,256 235  Werr Group 5,622 117
Royal Dutch Shell 10,868 227 Cummins {(USA) 4,666 097
Indus Gas 2,634 055 Caterpillar (USA) 2,205 046
Premier Qi 2,518 053 Ml 1,093 023
Total (Fra} 1,945 040  Renold 961 c20
29,221 610 Severfield-Rowen 245 005
Qil equipment & services 21896 456
Cape 4,725 099 Industnal transportation
Gibson Energy (Can) 4,690 098 Kuehne & Nagel (Swi) 1,019 o021
Schlumberger (USA) 3,410 071 AP Moller-Maersk (Den} 695 014
National Oilwell Varco (USA) 2,102 044 Wincanton 333 007
AMEC 1,002 021 Goldenport 285 006
Saipem (lta) 826 017 2,332 048
16,755 350
Support services
Basic materlals Interserve 7,354 153
Chemicals Canllion 3.937 082
Oxford Catalysts 4,560 095  Babcack 2412 050
Croda 4,158 0 87 Johnson Service 2,124 044
Deutsche Post (Ger) 1,858 o4
Brenntag (Ger) 5 322 g é; SGS (Swi) 1770 037
L Sodexo (Fra) 1,575 033
Forestfy & paper Adecco (Swi) 979 620
Mondi 2,672 056  DKSH (Swi) 928 019
2672 056 Augean 300 006
23,337 485
Mining
Rio Tinto 7,899 165  Consumer goods
EHP Biliton 3,194 067 Automobiies & parts
11,093 232 GKN 10,580 221
Toyota Motor (Jap) 1,942 04
Industrials 12,522 262
Construction & materials
Balfour Beatty 3,323 069  Beverages
Marshalls 614 013  Diageo 6,787 142
Accsys Technologies 328 007  Pernod-Ricard (Fra) 1,326 028
4,265 0 89 8,113 170
Aerospace & defence Food producers
Senior 15,045 314 Unilever 4,139 086
BAE Systems 6,064 126  Associated Bntish Foods 3.905 0381
Meggitt 5,348 112 Nestlé (Swi) 3.192 067
Rolls Royce 5,235 109 11,236 234
31.692 661 Household goods & home construction
General Industnals Bellway 4,635 097
Smith (DS) 7,260 151  Redrow 3615 075
7260 151 Essilor (Fra) 1,384 029
- L'QOreal (Fra) 1,360 028
Electronic & electrical equipment 10,994 229
Spectris 6,075 127
Morgan Crucible 5,348 112 Tobacco
Applied Matenals (USA)} 3,516 073  Impenal Tobacco 3,557 074
TT Electronics 2,059 043 Swedish Match (Swe) 1,251 026
Legrand (Fra) 842 018 4,808 100
XP Power 692 014
18,532 387

The Law Debenture Corporaton plc
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Those shown i dalics are new holdings n the six months since 30 June 2012

£000

%

£000

Health care
Health care equipment & services

Becton Dickinson (USA) 3,608 075
Smith & Nephew 3,191 067
Fresenius (Ger}) 2,904 ge1
Fresenius Medical Care (Ger) 1,653 034
11,356 237
Pharmaceuticals & btotechnology
GlaxoSmithKline 10,005 209
BTG 6,133 128
Pfizer (USA) 2,314 048
AstraZeneca 2,181 045
Novartis (Swi) 2,104 044
Roche (Swi) 1,608 034
24,345 508
Consumer services
Food & drug retailers
Tesco 2,520 053
2,520 053
General retallers
Dunelm 5,857 122
Inditex (Spa) 1,736 036
Findel 1,486 03
Topps Tiles 375 008
9,454 197
Media
Reed Elsevier 4,808 100
Pearson 3,267 068
Daily Mall & General Trust 1,927 040
British Sky Broadcasting 1,915 040
Hibu 4 -
11,921 248
Travel & leisure
Greene King 3,922 082
Marstons 2,501 052
International Consolidated Asrlines 1,524 032
7,947 166
Telecommunications
Fixed line telecommunications
BT 2,773 057
2,773 057
Mobile telecommunications
Vodafone 3,088 064
Inmarsat 2,108 044
Encsson (Swe) 830 017
6,026 125
Utilities
Electrnicity
SSE 4,251 089
SSE 5 75% 05/02/14 2,451 051
berdrola {Spa) 556 012
7.258 152
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Gas water & multiutilities

National Gnd 6 125% 15/04/14 5,654 118
National Gnd 4,285 083
Severn Trent 3,200 067
13,139 274
Financials
Banks
HSBC 8,408 175
Barclays 6,158 128
14,566 303
Nonlife insurance
Amlin 8,329 174
Hiscox 6,116 128
Drirect Line Insurance 1,201 025
15,646 327
Life insurance/assurance
Aviva 2,927 061
Prudential 2,592 054
Chesnara 1,910 040
Permanent TSB (lre) 7 -
7.436 1565
Real estate investments & services
St Modwen Properties 3,052 064
3,052 064
Real estate investment trusts
Mucklow {(A&J) Group 3,020 063
Land Secunties 2,617 055
5,637 118
Financial services
International Personal Finance 4,644 097
IP Group 4,151 0 87
Provident Financial 3,734 078
3 2,170 045
Deutsche Borse (Ger) 1,311 027
16,010 334
Equity Investment instruments
Henderson Asia Pacific Capital Growth 12,104 252
Henderson Japan Capital Growth 11,232 234
Bailhe Gifford Pacific 10,323 215
First State Asia Pacific 9,510 198
Herald Investment Trust 4,361 081
47,530 990
Technology
Software & computer services
Microsoft {(USA) 4,929 103
SAFP (Ger) 1,846 038
Amadeus IT (Spa) 1,570 033
Sage 1,030 021
9,375 195
Technology hardware & equipment
Imagination Technologies 2,364 049
2,364 049
Gilts
UK Treasury 4 5% 07/03/13 19,644 410
UK Treasury 2 25% 07/03/14 14,826 309
34,470 719
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10 Top 20 equity holdings by value

2012

20m

Value % of % of

Rank Company E000 portfolio portfolio Rank
1 Senior 15,045 3.14 325 9
2 BP 11,256 235 288 3
3 Royal Dutch Shell 10,868 2.27 290 2
4 GKN 10,580 221 200 5
5 GlaxeSmithKline 10,005 209 261 4
6 HSBC 8,408 1.75 1861 7
7 Amlin 8,329 1.74 144 9
8 Rio Tinto 7,899 1.65 166 6
9 Interserve 7,354 1.53 144 10
10 Smith (DS) 7,260 151 098 23
11 Hill & Smith 7,104 1.43 108 20
12 Diageo 6,787 142 126 12
13 Barclays 6,158 128 - -
14 BTG 6,133 128 093 26
15 Hiscox 6,116 1.28 119 16
16 Spectns 6,075 127 091 29
17 BAE Systems 6,064 126 101 22
18  Dunelm 5,857 1.22 086 33
19  Werr Group 5,622 117 120 15
20 Morgan Crucible 5,348 112 124 14

33.02
The top 20 equity holdings by value at 31 December 2011 accounted for 33% of the investment
portfolio
Other significant holdings by value

2012 2011
Value % of % of

Rank Company E£000 portfolio portfahio Rank
1 UK Treasury 4 5% 07/03/13 19,644 410 484 1
2 UK Treasury 2 25% 07/03/14 14,826 309 357 2
3 Henderson Asia Pacific Capital Growth* 12,104 2.52 239 4
4 Henderson Japan Capital Growth* 11,232 2,34 267 3
5 Baillie Gifford Pacific* 10,323 215 2.04 6
6 First State Asia Pacific” 9,510 1.98 189 7
7 National Gnd 6 125% 15/04/14 5,654 1.18 138 8
8 Herald Investment Trust 4,361 091 091 10
9 SSE 5 75% 05/02/14 2,459 0.51 0 60 11

18.78

*Open ended investment companies

The Law Debenture Corporation p I ¢
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Changes in geographical distribution 11

Valuation Valuation

31 Dacember Costs Sales Appreciation/ 31 December

2011 Purchases of acguisition proceeds (depreciation) 2012

£000 £000 £000 £000 £000 £000

United Kingdom 274,705 36,240 (173) (26,858) 46,383 330,297
North America 27,859 5,375 (8) (4,096) 2,310 31,440
Europe 31,263 8,761 (12) (4,049) 4,240 38,203
Japan 12,753 - - - 421 13,174
Other Pacific 31,973 - - (6.388) 6,352 31,937
UK Gilts 44,491 - - (8.802) (1,219) 34,470
423,044 48,376 (193)  (50,193) 58487 479,521

Geographical distribution of portfolio 2012

ERAPHIC REMUVEB United Kingdom 68 9%

North America 6 5%

Europe 8 0%

Japan 2 7%
Other Pacific 6 7%

UK Gilts 7 2%

GRAPHIC REMOVED United Kingdem 64 9%

North Amernica 6 6%

Europe 7 4%
Japan 3 0%

Other Pacific 7 6%

UK Gilts 10 5%
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12

The board

Douglas McDougall

Chairman

Chairman of The Independent Investment Trust plc,
The European Investment Trust PLC and The Scotish
Investment Trust plc and a director of The Monks
Investment Trust, Pacific Hornzon Investment Trust
and Herald Investment Trust Former jont senior
partner of Ballle Gifford & Co, investment managers,
and former chairman of IMRO, of the Association of
Investment Trust Companies and of the Fund
Managers’ Association Joined the board in 1998,
becoming chairman in 2000 Chairman of the
remuneration and nomination committees and a
member of the audit committee.

Caroline Banszky

Managing director

Appointed to the board in January 2002 Former chief
operating officer of SVB Holdings PLC (now called

Novae plc), a Lloyd's listed integrated vehicle, and former
finance director of N M Rothschild & Sens Limited

John Kay

Non-executive director

Appointed to the board in September 2004 Business
eccnomist, wnter and broadcaster Visitng Professor at
the London School of Economics Founded London
Economics, Brtain's largest independent economic
consultancy Director of Value and Income Trust ple and
Scotush Mortgage Investment Trust plc

He wntes a weekly column for the Financial Times
Member of the audit, remuneration and nomination
committees and chairman of L D Pension Plan
Trustee Limited

Investment manager

James Henderson

Joined Henderson Global Investors in 1983 and has
been an investment trust portfolio manager since 1990,
managing Lowland Investment Company plc since then
and Henderson Opportunities Trust ple since January
2006 He first became involved in the management of
Law Debenture’s portfolio tn 1994 and took over sole
management of the portfolio 1n June 2003
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Robert Laing

Non-executive director

Appointed to the board in Apnl 2012 Admitted as a
solictor in England in 1977 and in Scotland in 1985

He: worked for Slaughter and May from 1975 until 1983
when he joined Maclay Murray & Spens He has been
a partner in that firm (now Maclay Murray & Spens LLP)
since 1985 and chaiman since 1 June 2010 He s a
non-executive director of The Independent Investment
Trust plc Member of the audt, remuneration and
nomination commuttees and a non-executive director

of LD C Trust Management Limited

Chnistopher Smith

Non-executive director

Appointed to the board on 1 March 2009 Former
Partner, Cazenove & Co and Managing Director-
Corporate Finance of JP Maorgan Cazenove OQOver

30 years' expenence in corporate finance and

equity capital markets He s a director of CG Asset
Management and Allchurches Trust He i1s chairman
of the audit committee, a member of the remuneration
and nomination committees, chairman of L D C Trust
Management Limited and chairman of Law Debenture
Trust Company of New York Inc
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Performance

Our net asset value total retumn for the year to 31
December 2012 was 19 7%, compared to a total return
of 12 3% for the FTSE Actuanes All-Share Index Net
revenue retumn per share was 15 14p, a decrease of

2 4% over the previous year, as a result of a 2 4%
increase In the investment trust and an 8 0% decrease n
independent fiduciary services

Dividend

The board 1s recommending a final dividend of 9 75p per
ordinary share {2011 9 Op), which together with the intenm
dividend of 4 5p (2011 4 5p) gives a total dividend of

14 25p (2011 13 5p)

The final dividend will be paid, subject to shareholder
approval, on 18 Apnl 2013 to holders on the register on the
record date of 22 March 2013

The Corporation’s policy continues to be to seek growth In
both capital and income We attach considerable
importance to the dividend, which we aim to increase over
a penod, If not every year, at a rate which 1s covered by
eamings and which does not inhibit the flexibility of our
investment strategy Our basis for reperting eamings is
more conservative than that of many investment trusts, in
that all of our expenses, including interest costs, are
charged fully to the revenue account

Investment trust

Equity markets rose and good corporate perforrmance led
to increased dividends However, uncertainty remained as
a result of persistent fiscal deficits, uncertainty over the
euro and disappointing rates of recovery following the
financial cnsis

We rematned fully invested in equities in the investment
portfolio, but the board has not been convinced that the
macroeccnomic uncertamnty of recent years 1s over and has
therefore not deployed our geanng Our exposure to
industrial companies has remained high For a discussion
of the portfolto, see the investment manager’s review on
page 14

Independent fiduciary services

The business continued to deliver a good return for
shareholders, against a background of difficult market
conditions

For a discussion on the independent fiduciary services
business please see the managing director’s report on
page 16
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Chairman's statement

Regulatory environment

The introduction of the Retail Distribution Review at the
end of 2012 has changed the way that retail investors
receive and pay for mdependent financial advice This
might lead to an increased awareness of investment trust
shares generally, but also means that those who advise
relall investors may require greater detail about individual
trusts in order to recommend them or include them on
execution only platforms. With that in mind, the Corporation
has introduced a new section in this year’s annual report,
which 1s at page 1

Dunng 2013, the board will be taking decisions on how the
Corperation should best organise itself to comply with the
latest teration of the Combined Code, the Foreign Account
Tax Compliant Act (“FATCA") and the Alternative
Investment Fund Manager's Directive Neither of these last
two developments 1s welcome and both may impose
significant costs for little or no benefit to shareholders

Board

Mark Bndgeman will be apponted to the board on

15 March 2013 and comes up for election at the annual
general meeting He has a strong background in
investment management, having been Global Head of
Research at Schroder plc, and expenence of investment
trusts | am confident that he will make a valuable
contnbution and encourage you to support his election

| shall retire from the board at the conclusion of the
annual general meeting In my penod of office | have
been fortunate to work with two outstanding investment
managers, first Michael Moule and lattedly James
Henderson, and with Caroline Banszky, who with her
team, has vigorously enhanced the profitability of the
independent fiduciary services business Chnstopher
Smith, who takes over from me, has a deep understanding
of both sides of this unique and successful company,
and | am confident of its future In the hands of him and
his colleagues

The annual general meeting will be held at the Brewers
Hall, Aldermanbury Square, London EC2V 7HR on 10 Apnl
2013, and 1 look forward to seeing as many as possible of
you there

Douglas McDougall

The Law Debenture Corporation pl ¢
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Investment manager’s review

Review

The global economy did not grow in 2012 as fast as had
been hoped but this did not stop equity markets
performing well Markets were driven by decent corporate
profit and dividend growth at a ime when investor
expectations were low The best performing area was the
Far East, while the US stocks lagged after a few years of
strong performance The majonty of our Investments are
in the UK, where small and medium sized companies
significantly outperformed larger companies The four
biggest detractors of vaiue from the portfolio, as can be
seen from the table below, were large blue chips involved
in the oll, gas and pharmaceutical industnes, while the fifth
largest detractor was Cape, where accounting
irregulanties were discovered The five largest contnbutors
all came from different business sectors Among these, IP
Group works with start-up companies to commercialise
their inteltectual property, International Personal Finance
provides home credit to custorners in emerging rmarkets
and Hill & Smith manufactures infrastructure products

Biggest rises by value

E'000
1 IP Group 3,386
2 Smith (DS) 2,788
3  Hill & Smith 2,713
4 International Persona! Finance 2,519
5 Senior 2,253
Biggest falls by value

£'000
1 Royal Dutch Shell (1,400)
2 BG (1,061)
3. GlaxoSmithKline (1,028)
4 BP (929}
5 Cape (851)

The equity market advanced across most business
sectors duning the year, suggesting — encouragingly —
that the operating improvements in UK companies
achieved In recent years are not confined to a narrow
part of the economy Scme commentators claim that the
UK economy I1s 1n a poor state, but if they were to visit
companies they would take a different view | continue
regularly to have face-to-face meetings with the senior
managements of UK companies, as | have been doing for
over 25 years, and believe that companies have never
been financially stronger or operationally more motivated
than they are at present.
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Investment Approach

The focus 1s on individual companies with the intention
of buying them when thear prospects for growth are
being underestimated and seling them when the
valuations reach or exceed a level that more accurately
reflects the potential The frequent mispricing of
indidual stocks affords opportunities to the investor
who pays close attention to the monitoning of stocks

The approach 1s to have a relatively low portfolio
turnover, with purchases and sales being determined by
the company fundamentals rather than based on a wider
macroeconomic view, whtch 1s subjective and notonously
difficult to get nght

| do not believe that we can add long term value to the
portfolio simply by switching between different geographic
areas, nor do | beheve that taking a view on currencies,
say by hedging the currency exposure, would bring any
benefit or value In the long term The object is to play to
the strengths in the team at Henderson and to recognise
the weaknesses We will use other fund managers’
vehicles to cbtain their expertise if Henderson does not
have it For example, we have a holding in Herald
Investment Trust as this gives us access to smaller
technology companies, and we spread our exposure to
the Far East between three different investment houses

Portfolio activity

We remained fully invested throughout the year aside from
our gearing Rather than employing geanng to make new
purchases, we reduced some holdings when it was
deemed that they had become overweight in the overall ‘
portfollo An example of this was Senior, the aerospace
and automotive supplier, which 1s operationally performing
well and continues to be our largest individual holding and
about which we remain positive

We profitably bought and sold Apple, it 1s unusual for a
company to come in and out of the portfolio so fast but
consumer electronics 1s a fluid industry undergoing rapid
change and the sale subsequently proved to have been
bmely We will consider investing in companies of any
size so long as they can add value For example, we took
a holding in Oxford Catalysts, a small AIM listed
company whose technology in the production of clean
synthetic fuels could lead to substantial growth in
business over coming years
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The exposure t¢ manufacturing businesses in the
portfolio remains large In the USA and UK they are
experiencing a penod of renewed dynamic growth, as
they apply advanced technoclogies to new products The
aerospace sector 1s a good example

The overall turnover in the portfolio during the year was
approximately 10%

Outlook

Companies are stronger Corporate debt has fallen
substantially and many of our holdings have net cash
Corporate margins may surprise many commentators
over the coming year by increasing as management
tearmns continue to drive operational efficlencies at a time
when the economy is stable but dull There 18 no
complacency from managements, even though the
upswing in vatuaticn 1s now into its fourth year The
memores of 2008 still exert a discipline, but we believe
the equity market may make further advances

James Henderson
Henderson Global Investors Limited

www fawdeb com
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Management review - independent fiduciary services

Results

Independent fiduciary services profit before tax
decreased by 8 5% from £10 49million to £9 60 mullion
Revenue return per share decreased by 8 0% from 7 25p
to 6 67p

Independent fiduciary services businesses
Law Debenture 1s a leading provider of independent third
party fiduciary services, including corporate and pension
trusts, service of process, treasury and agency solutions,
corporate services, board effectiveness and whistle
blowing The businesses are momnitored and overseen by a
board compnsing the heads of the relevant business areas,
charred by a non-executive independent director, currently
Chnstopher Smith

Review of 2012

The independent fiduciary businesses performed
reasonably well in the face of continuing macroeconomic
negativity, particularly in the first half of the year The dip
back into recession, further pressure on the banking
sector and Eurozone difficulties all contnbuted to
uncertainty in the markets where we operate However,
some seclors, such as service of process, were very
lively as corporate activity overseas was maintained at
2011 levels Market share remained satisfactory across
all of the businesses and activity levels in pre-existing
transactions remained high, caused by the continuing
need for transactions to be amended as a result of strains
incurred since 2007 In a number of these cases, we
were able to generate additional fees for time spant

Some features of the year are set out below

Corporate trusts

Corporate trusts had a reasonable year, with signs of
greater activity 1n the bond market in the second half We
were selected to act as trustee by a wide range of
companies including Aviva, BG Energy, Fnends Life, First
Group, GlaxoSmithKline, National Gnd, Severn Trent and
The Housing Finance Corporation

We took on an increasing amount of secunty trustee
work, including on two major intemational project
financings with the International Finance Corporation

The Law Debenture Corporationplc

Our recognised independence as an impartial third party
was instrumental in securing a growing number of escrow
agent appointments, holding a vanety of assets

We remained busy on postissuance work including
restructurings and transaction amendments ansing from,
for example, ratings downgrades of transaction parties

Pension trusts

Our pension scheme trusteeship service continued to be
busy and demanding, reflecting the challenges which
pensicn schemes face. We were appointed to 11 new
schemes ranging In size from £5 million to over £ 8 billton
and new clients included IBM and Santander Michae!
Chatterton and Simone Lavelle were appointed as joint
Managing Directors to manage our practice and Mark
Ashworth took on the role of Chairman John Nestor
Joined the team His expertise 1s 1n investment
management

Reflecting the ever changing nature of the pensions
sector, we now offer sole trusteeship services, where we
act as the sole trustee of a pension scheme to deliver
extra governance where people, time or knowledge are
lacking We are also developing con-line trustee
assessment and board effectiveness survey tocis

Corporate services

Our long established and highly regarded service of
process business had another solid year with an increase
tn new appointments

The corporate services business (prowvision of corporate
directors, company secretary, accounting and
adminsstration of special purpose vehicles) was steady
While the market for new structured finance transactions
was slow, new secuntisations were secured onginated by
Virgin Money and Apolle European Principal Finance We
also continued to win business from other markets,
including a number of new company secretanal
appointments and specialised roles providing
administration support to companies in distress
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Treasury and agency solutions

We successfully developed and taunched our advanced
on-line Dynamuc Analytical Reporting Too! system
('DARTS") dunng the course of the year DARTS delivers
supenor real time chent reporting, accessible diractly by
borrowers, investors and other parties on structured, loan
faciity and treasury transactions We continue to service
our cash escrow, secunty trust and project finance
business, as well as providing other customised solutions
including data verffication and data room services

Safecall

It was ancther good year for our external whistleblowing
service with a significant increase in the customer base
Recent legisiation including The Bribery Act continues to
result in a number of organisations reviewing their
policies and procedures and deciding te contract with
Safecall Notable appontments in 2012 include Micheln,
NXP Semiconductors, 3663, CHEP and Bright Honzons

Governance services

Our governance services business completed its
second year in what remains a fragmented and
competitive market We won a number of assignments
in board effectiveness in the histed, public and voluntary
sectors and expect this to continue in 2013 We have
developed sector specific approaches, for example for
investment companies and the insurance market,
where we have found that modifications have been
necessary Our ancillary products — tools for use in
decision making and nsk management - have been
positively received by boards, management teams and
operating committees alke

QOverseas

United States

The US corporate trust business held its own Its core
successor trustee business (which derves from
bankruptcies) faced challenges in an improving
domestic economy and a continued low interest rate
environment However, new roles, including acting as
a "separate trustee” to pursue remedial nghts in
residential mortgage secuntisations, generated a
healthy number of new appointments This business
should continue to offer growth prospects In the year
ahead The corporate services business, including
Delaware Cerporate Services, continued to generate
excellent returns
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Hong Kong

General business levels remanned strong until the third
quarter, when both the Hong Kong and the Chinese
markets became less active However, we saw continued
firm demand for employee share trust and escrow
services and our service of process team had another
good year in respect of appantments under local law and
particularly on behalf of the US and UK offices

Channel islands

There was an overall increase n transactional activity
duning the year from our existing client base, although this
was largely offset by the loss of several transactions
coming to the end of their natural ife New business
remains difficult to come by, although there were severat
new service of process appointments taken on in the year

Outlook

The recent rally in stock market values may indicate that
investor confidence 1s returning, possibly leading to an
increase In actvity in the capital markets Sirmilarly,
governmental imtiatives to stmulate lending could possibly
lead to an increase In debt market activities and the cnisis
in the Eurozene seems to have abated, at least for the
time being, removing some uncertainty While prospects
for a possible upturn in activity may exist, caution remains
the watchword as growth prospects remain largely
dependent on wider macroeconomic factors We are well
positioned to take advantage of opportunities as they
anse, including being willing to expand our fiduciary
services tnto areas where there 15 a need for an
established, trusted, independent third party

Caroline Banszky
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Corporation advisers and information

Registered office
Fifth Floor

100 Wood Street
London EC2V 7EX

Telephone 020 7606 5451
Facsimile 020 7606 0643
Website www lawdeb com
(Registered in England — No 30397)

Investment portfolio manager
Henderson Global Investars Limited
21 Bishopsgate

London EC2M 3AE

Auditors

BDO LLP

55 Baker Street
London W1U 7EU

Global custodians and bankers

HSBC Group

A member of

I c
The Assoclation of
Investment Companies
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Registrar and transfer office
Computershare Investor Services PLC
PO Box 82

The Pavilions

Bndgwater Road

Bnstcl BS99 7NH

Telephone 0870 707 1129

Stockbrokers

J P Morgan Cazenove Limited
25 Bank Street

London E14 5JP
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The directors present their annual report and the audited
financial statements for the year ended 31 December
2012 The Corporation retains its status as an investment
trust and has been treated by HM Revenue & Customs
{(‘HMRC’) and approved as such for the year ended

31 December 2011, the latest year for which financial
statements have been submitted Such approval for the
year ended 2011 15 subjact to there being no subsequent
enquiry under Corporation Tax Self Assessment In the
opinion of the directors, the Corporation has subsequently
conducted its affars so as to enable it to obtain Sections
1158-1159 approval under the Corporation Tax Act 2010
The Corporation, which (as far as the directors are
aware) I1s not a close company, I1s registered as an
investment company as defined in section 833 of the
Companies Act 2006 The directors consider that the
group operates as a going concermn

Business review

The group divides into two distinct complementary areas
of business The Corporation 1s a global investment trust,
its portfolio of investments being managed by Henderson
Global Investors Limited (‘Henderson’) Independent
fiduciary services activities are corporate trusts, agency
services, pension trusts, corporate services (including
agent for service of process), treasury and agency
solutions, whistle blowing services and board evaluation
services to client boards The services are provided by
wholly owned subsidianes of the Corporation with offices
in London, Sunderand, New York, Delaware, Hong Kong
and the Channel Islands

The Corporation’s chjective for the investment trust is to
achieve long term capital growth n real terms and steadily
increasing ‘ncome The directors consider a number of
performance measures to assess the group’s success In
achieving Its objectives The key performance indicators
used to measure the progress and performance of the
group are net asset value total return per share, the
discount or premium In share price to net asset value, and
the cost of running the portfolio as a percentage of its
value The net asset value total return combines the
capital and income returns of the group

The net asset value performance and other performance
factors affecting the group are included in the chasrman’s
statement and the premium or discount to net assel value
and cost of running the portfolic are given within the 10
year record
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Directors’ report 2012

The outlook for the investment portfolio 1s descnibed in the
investment manager's report and the outlook for the
independent fiduciary services business 1s included in the
management review

Law Debenture considers that none of its trading activities
has a negative environmental impact

The group's employees are provided with a modemn,
comfortable working envirgnment which complies with all
relevant safety regulations Employees recewve a range of
benefits designed to promote good health including health
insurance, medicals, etc Independent confidentiat helpline
facilities are provided to enable employees to deal with
issues of concemn to them, whether work related or
domestic As a result of these measures, and sentor
management's open style, staff turnover 15 extremely low,
normally tess than 10% per annum

The group does not support local social and community
initiatives, its offices being based in non-residential
financial districts

The board 1s required to give information about persons
with whom Law Debenture has contractual or other
arrangements that are essential to the business of the
group In the view of the board, the only contract that 1s
essential 1s the one In place with Henderson, details of
which are given elsewhere in the directors’ report

Investment strategy and implementation
The Corporation’s investment strategy I1s set out at

page 1 and the way it was implemented 1s described in
the charrman’s statement and the investment manager's
review

Principal risks and uncertainties

The principat risks of the Corporation refate to its
investment activities and include market pnce nsk, foreign
currency nisk, iquidity nsk, interest rate nsk, credit nsk
and country/region nsk These are explained in note 19 to
the accounts

The principal risks of the independent fiduciary services
business anse durng the course of defaults, potential
defaults and restructurings where we have been
appointed to provide services Such default nsk 1s
currently heightened due {o the wider economic
pressures on some countnies and borrowers To mitigate
these nsks we wark closely with our legal advisers and,

The Law Debenture Corporation p | ¢
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Directors’ report continues

where approprate, financial advisers, both In the set up
phase to ensure that we have as many protections as
practicable and at all other stages whether or not there 1s
a danger of default

Revenue, dividends and reserves

The revenue return attnbutable to shareholders for the
year ended 31 December 2012 was 15 14p The
directors recommend a final dividend of 9 75p per share,
which together with the intenim dividend of 4 5p paid In
September 2012, will produce a total of 14 25p (2011

13 5p) The final dividend will be paid on 18 Apnl 2013 to
holders on the register on the record date of 22 March
2013 After deduction of the interim and final dividends of
£16,755,000 {2011 £15,868,000), consohdated revenue
reserves increased by £1,272,000 (2011 increase of
£18,000)

Directors
The directors on page 12 held office throughout the year
except for Robert Laing who was appointed on 2 April

All directors are required to stand for re-election every
year The list of candidates, which the board supports,
15 set out in the notice of annual general meeting,
along with a statement in each case of why the
candidate 1s supported Douglas McDougall will not be
seeking re-election and stands down after 15 years of
service as a director He will be replaced as chaiman
by Chnstopher Smith

The board announced on 1 March 2013 that it intended
to appoint a new non-executive director with effect from
15 March 2013 — Mark Bndgeman He i1s an expenenced
fund manager and spent 19 years with Schroder ple as
an analyst and fund manager, nsing to become Global
Head of Research Further biographical details appear in
the notes to the notice of annual general meeting

No director has a service contract with any member of the
group In excess of one year or was matenally interested in
any other contract with any member of the group Duning
the year, habiity insurance was maintained for the benefit
of directors and other officers
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Directors’ shareholdings

Beneficial interests as at 31 December 2012 20Mm
C J Banszky 241,631 223,246
A C Cates n/a 37,029
JA Kay 15,000 15,000
R Laing 12,300 n/a
D CP McDougall 410,000 410,000
C Smith 55,000 65,000

There have been no other changes in directors’ interests
since 31 December 2012 No director has a beneficial
interest in the shares of any subsidiary company

The beneficial interest of James Henderson at
31 December 2012 was 50,000 shares (2011 50,000)

Directors’ conflicts of interests

The directors are under statutory duty to avoid confiicts of
interest The board has in place appropnate procedures
to deal with conflicts and potential conflicts, including an
annual review, and those procedures are operating
effectively Each director has declared all matters that
might give rise to a potential conflict of interest and these
have been considered and (where necessary) approved
by the board

Regulatory compliance

The Corperation 15 subject to continuing obligations
applicable to premium hsted companies, overseen by
the UK Listing Authority. One company in the group,
The Law Debenture Trust Corporation pl ¢, 1s regulated
in the conduct of a limited range of authonsed business
activittes The directors receive periodic reports from the
comphance officer about its conduct
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Law Debenture’s responsibilities
as an institutional shareholder
The Corporation’s policy 1s as follows

Law Debenture will normally suppart incumbent
management and vote i favour of resolutions proposed
by the boards of companies in which it has a
shareholding, but reserves the nght to vote against
managemeni where appropnate

The board determines the Corporation’s investment
strategy but does not 1ssue express instructions to the
investment manager on transactions in particular
shares Where Law Debenture believes that incumbent
management Is falling 1 its duties, Law Debenture (or
on its behalf, the Corporation's investment manager)
may attempt to enter into dialogue with the company
concerned in an attempt to alter the management's
position

Where this 1s not possible, or where incumbent
management dechnes to alter its behaviour, Law
Debenture will consider voting against resolutions
proposed by the management Further, if it 1s deemed
necessary or desirable, the Corporation would consider
acting collectively with other institutional investors to try
and achieve a particular goal

Henderson, on Law Debenture’s behalf, monitors
companies n which Law Debenture 1s invested, and
from time to time may discuss matters of corporate
governance with such companies The Henderson
corperate governance urit will notify Law Debenture's
investment manager, who in tum will notify Law
Debenture, should matters anse that might lead the
Corporation to consider intervening, abstaining or voting
against a particular proposal During the year, the
Corporation abstained or voted against one or more
resolutions at the annual general meetings of two
investee companies

The Corporation will not hold shares in companies whose

ethical and environmental practices are in its view likely
to damage the performance of the business to the
detriment of its shareholders
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A conflict of interest could potentially anse from the
Corporation’s investments in products operated by its
investment manager, Henderson The board 1s mindful of
this and manages the potental conflict by careful
monitoning of the performance of any such funds To the
extent necessary in these cases, the Corporation would
not hesitate to exercise votes against resolutions where it
felt that shareholders’ interests warranted such a step

The Corporation does not beleve that conflicts can arise
between its duties as an inshtutional shareholder and the
independent fiduciary services work undertaken by the
Corporation's subsidianies The investment manager has
complete discretion as to portfolio decisions and as a
matter of policy, has no access to 'non public’ knowledge
about any of the activities of the independent fiduciary
services businesses

Repurchase of shares

Dunng the year, the Corporation did not repurchase any
of its shares for cancellation It intends to seek
shareholder approval to renew its powers to repurchase
shares for cancellation up to 14 99% of the Corporation's
1ssued share capital, if circumstances are appropnate

Shares may be 1ssued in accordance with the articles of
association — see AGM resolution 11

Substantial shareholdings and

share information

As at 1 March 2013, there were no shareholders that had
notified the Corporation of a beneficial interest in 3% or
more of the 1ssued share capital Share information as
required by section 992 of the Companies Act 2006
appears at page 70 Unless expressly stated the
Corporation has no disclosure to make under that section
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Directors’ report contnued

Shareholder relations

The Corporation encourages communication between the
management and shareholders on matters of mutual
interest All shareholders receive a copy of the annual
report and the half yearly report, and the Corporation also
provides this service to shareholders in nominee
companies where the nominee has made appropriate
arrangements Shareholders wishing to receive reports
and other communications electronically may do so by
writing to the Corporation In addition to the periodic
regulatory reports that are published via the stock
exchange, the Corporation pubhshes a monthly factsheet
on its website about the investment pertfolio performance

Employee participation

Employees are informed of the financial aspects of the
group's performance through penodic management
meetings Copies of the annual and half yearly reports
are made available to all employees Details of the
general independent fiduciary services profit sharng
arrangements are contained in the remuneration report
on page 31 The Corporation has since 1992 operated
SAYE schemes in which all UK full-tme employees
are ehigible to participate after completing a mimimum
service requirement

Options cutstanding under the SAYE scheme at
31 December 2012 were

Number of Shares Exarcise
Date of grant option holders  under aptien pnce
11 June 2007 1 936 349 76p
22 May 2008 14 51,268 314 24p
27 May 2009 32 159,956 211 50p
25 May 2010 11 12,831 314 88p
4 August 2011 17 29,328 357 51p
3 September 2012 9 16,181 398 50p

From 1993 to 2004, the Corporation operated Executive
Share Option Schemes, which enabled executives to be
granted options to acquire shares in the Corporation
Following a board decision in 2005 to discontinue the
scheme and replace it with a Deferred Share Plan, no
further oplions have been granted and the last remaining
options (over 9,740 shares) were exercised dunng the
year There were no such options outstanding at

31 December 2012
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Investment management

Henderseon 1s responsible for the management of the
investment portfolioc Henderson s fully aware of the
Corporation’s investment strategy and provides a cost
competitive servica Conseguently the directors beheve
that the continuing appointment of Henderson is in the
best interests of shareholders The agreement does not
cover custody or the preparation of data associated with
investment performance, which are outsourced, or
record keeping, which 1s mantained by the Corporation
Fees paid to Henderson in the year amounted to
£1,208,000 (2011 £1,150,000) Fees are charged at

0 30% of the value of the net assets of the group
(excluding the net assets of the independent fiduciary
services business), calculated on the basis adopted In
the audited financial statements This means that the
Carporation continues to maintain one of the most
competitive fee structures in the investment trust sector
The underlying management fee of 1% on the
Corporation's holdings in the Henderson Japanese and
Pacific OEICs continues to be rebated

The Corporation holds no shares in members of the
HHG Group, the parent company of Henderson It has
been notfied that funds managed by members of the
HHG Group held 104,515 shares in the Corporation at
31 December 2012

Charntable donations
Dunng the year the Corporation made chantable
donations of £1,708 (2011 £2,193)

Bribery Act

The Corporation maintains a ‘zero tolerance’ anti-bribery
policy, which applies to the Corporation and all its
subsidianes The policy I1s published on the Corporation’s
website

Payment of suppliers

The group 15 committed to seeking the best terms
possible for all types of business and hence there 1s no
single policy as to the terms used For most suppliers,
the average credit peniod 1s 30 days
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Statement of directors’ responsibilities in
relation to the financial statements

The directors are responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any ume the financial position of the company,
for safeguarding the assets of the company, for taking
reasonable steps for the preventon and detection of fraud
and other irregulanties and for the preparation of a
directors’ report and directors’ remuneration report which
complies with the requirements of the Companies Acts

The directors are responsible for preparng the annual
report and the financial statements in accordance with the
Companies Act 2006 The directors are also required to
prepare financial statements for the group in accordance
with Intemational Financial Reporting Standards as
adopted by the European Union (IFRSs) and Article 4 of
the IAS Regulation The directors have chosen to prepare
financial statements for the Corporation in accordance
with IFRSs

International Accounting Standard 1 requires that financial
statements present faily for each financial year the
Corporation’s financial position, financial performance and
cash flows This requires the faithful representation of the
effects of transactions, other events and conditions in
accordance with the defintions and recognmition critena for
assets, lhabilities, Income and expenses set out In the
Intermational Accounting Standards Board's ‘Framework for
the preparation and presentation of financial statements’
In wirtually all circumstances, a fair presentation will be
achieved by compliance with all applicable IFRSs A farr
presentation also requires the directors to

+ consistently select and apply appropnate accounting
palicies,

« present information, including accounting policies, in a
manner that provides relevant, reliable, comparable and
understandable information,

« provide additicnal disclosures when complance with the
specific requirements in IFRSs 1s insufficient to enable
users to understand the impact of particular
transactions, other events and conditions on the entity's
financial position and financial performance, and

* prepare a directors’ report and directors’ remuneration
report that complies with the Companies Act 2006
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Financial statements are published on the group's
website in accordance with legislation in the United
Kingdom govemntng the preparation and dissemination of
financial statements, which may vary from legislation in
other junsdichons The maintenance and integrity of the
group's website I1s the responsibility of the directors and
15 subject to annual review by the board The directars’
responsibility also extends to the ongoing integnty of the
financial statements contained therein

Statement of information given to auditors
The directors have confirmed that so far as they are
aware, there 1s no relevant audit information of which the
Corporation’s auditors are unaware, and that they have
taken all the steps that they ought to have taken as a
director in order to make themselves aware of any
relevant audit information and to establish that the
Corporation's auditors are aware of that information

Directors’ responsibility statement
pursuant to DTR4
The directors confirm to the best of their knowledge

The group financial statements have been prepared in
accordance with IFRSs and Article 4 of the IAS Regulation
and give a true and fair view of the assets, habilities,
financial posttion and profit or loss of the group

The annual report includes a fair review of the
development and performance of the business and the
position of the group and parent company, together with a
descnphon of the pnncipal nsks and uncertainties that
they face

Auditors
A resolution to re-appoint BDO LLP as auditers to the
Corporation will be proposed at the annual general

meeting

Law Debenture Corporate Services Limited
Secretary

By order of the board

1 March 2013
Registered in England — No 30397
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Corporate governance

The directors are required to report on how the Corporation
has apphed the main and supporting principles in the UK
Corporate Governance Code (the ‘Code’), and to confirrn
that it has complied with the Code’s provisions or, where
this has not been the case, to provide an explanation This
report relates to the Code as published in June 2010, a
copy of which may be obtained by visiting www frc org uk
A revised version of the Code was published in September
2012 and to the extent possible, we voluntanly report on
the new requirements it contains, although mandatory
compliance will only apply from next year The Corporation
was a constituent of the FTSE 250 dunng the penod of the
review, so all of the provisions of the Code apply to it
However, the Code recognises that investment companies
such as Law Debenture may have board structures which
might affect the relevance of particular provisions of the
Code Where Law Debenture has departed from any
provisions of the Code, this 1s explained below This
corporate governance statement is intended to form a part
of the directors’ report

The board - role, modus operandi & appraisal
The board includes a majority of non-executive directors
The names of the directors, all of whom save for Robert
Laing (appainted 2 April) served through the year, along
with biographies, are on page 12 of the annual report

The board 1s responsible for the overall strategy and
management of the group, sething investment strategy and
ensunng that the Corporation 1s operating in complhance
with statutory and legal obligations There i1s a formal
schedule of matters specifically reserved for board
decision, and this document s published on the
Corporation’s website {(www lawdeb com under investment-
trust/corporate-governance) Matters connected with
strategy and management, structure and capital, financial
reporting and control, investment trust portfolio, contracts,
shareholder commumication, board membership and other
appointments, remuneration and corporate govemance are
reserved for the board There I1s a8 separate schedule
setting out the division of responsibility between the
chairman and managing director

The chairman takes personal responsibility for leadership
of the board and ensures that directors receive accurate,
tmely and clear information He reviews channels for
provision of information with the company secretary at
least annually
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The board operates as a collective decision making forum
Individual directors are required to scrutinise reports
produced by the executive, and are encouraged to debate
Issues In an open and constructive manner |f one or more
directors cannot support a consensus decision, a vote will
be taken and the views of a dissenting director recorded In
the minutes

Procedures are In place to enable independent
professional advice to be taken by individual directors at
the Corporation’s expense, and appropnate Insurance
cover is n place In respect of legal action against the
directors

The board meets regularly throughout the year The
attendance records of the drectors (both at meetings of
the board and, where relevant, meetings of board
committees) are set out 1n the table below There was also
a strategy day during the year attended by the directors

Beard Remuneration  Audit  Nominations
Number of meetings
in the year 8 4 3 2
Meetings attended by
C J Banszky 8 - - -
A C Cates” 3 2 1 2
J A Kay 8 3 3 2
R Lang* 6 2 2 -
D C P McDougall 8 4 3 2
C Smith 8 4 3 2

*AC Cates untl 24 Apnl 2012, R Lang from 2 Apnl 2012

The board keeps under review the performance of the
executive director, and the chairman formally appraises all
the directors each year and implements any training or
education needs that might be identified The non-
executive directors meet once each year {without the
presence of the chairman) to review the chairman’s
performance, the results of the review being discussed with
the charrman by the senior independent director {'SID')
The board evaluates its own performance and that of its
committees dunng the annual strategic away day and
considers these matters again after each AGM in the hight
of comments recewved from shareholders and other
interested parties

John Kay 1s the SID The $ID s available to shareholders
who have concerns that cannot be addressed through the
chairman, managing director or chief financial officer
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The board - independence

Al least half of the board, excluding the chairman, must
be independent non-executive drrectors (*NEDs") The
board has concluded that as at the date of this report,
excluding the chairman, three of the four other directors
are independent NEDs In judging independence, the
board takes into account whether or not a directeor 1s
independent of management and any matenal business
or other relationship that could affect or interfere with the
exercise of objective judgement by the director, or his/fher
ability to act in the best interests of the Corporation and
its subsidianes

The chairman, Douglas McDougall, was independent at
appointment and continued to be independent throughout
the pencd In the view of the board He has indicated that
he will not stand for re-election at the forthcoming AGM
and will therefore cease to be a director and chawrman on
10 Apnl 2013

The board 1 satisfied that Douglas McDougall's other
commitments do not interfere with the discharge of his
responsibilities to Law Debenture, and that he makes
sufficient time available to discharge his duties as chairman

John Kay was independent at appointment in September
2004 and remains so, having had no previous connections
with the Corporation or any of its subsidianes

Christopher Smith was independent at appointment in
March 2009 and remains so Once he becomes chairman,
the board 1s satisfied that he will make sufficient time
available

Robert Laing was independent at appointment in Apni
2012 and remains so, having had no current or previous
connections with the Corporation or any of its subsidianes

Mark Brndgeman will become a NED on 15 March 2013
and the board 1s satisfied that he will be independent at
appointment, having no current or previous connections
with the Corporation or any of its subsidianes
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The board - re-election and renewal

The nominattons committee ensures that the board has in
piace arrangements for ordery and transparent
appoiniments to the board There are job descnptions In
place for NEDs' roles, and the board has written terms and
conditions of appomtment for NEDs, which are available for
inspechion at the AGM Particular care (s taken to ensure
that NEDs have sufficient tme to commit to the duties
expected of them and as necessary, diversity 1ISsues are
considered No new NED s appointed without first being
interviewed by each existing NED

All new directors undergo an induction process, involving
presentations by the managing director and each business
head and meetings with the nvestment manager

All directors are submitted for annual re-election, subject to
continued satisfactory performance, which 1s assessed as
descnbed above There 1s no maximum number of terms
that a director may serve The Corporation has not yet
established a diversity policy but can report that 20% of the
board 1s female, 50% of the seror executive team In the
London independent fiduciary services business 1s female
and globally, 50% of employees are female

Directors’' remuneration
Detalls of the directors’ remuneration appear in the
remureration report on page 34

Board committees

The board has established a nominations committee, an
audit committee and a remuneration committee, to which
it has delegated certain responsibilites Each committee
has terms of reference, which are published on the
Corporation's website (www lawdeb com/investment-
trust/corporate-governance) Membership of the
commuttees 1s kept under review, taking account of the
Code’'s acknowledgement of the position of investment
trusts The board 1s deliberately kept small in the best
interests of shareholders It 1s the experbise of directors
that counts, not the number of them The Corporation is
not apologetic for the minor areas of non-compliance
reported in the paragraphs below although the issues
reported are formally considered at least annually
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Corporate governance contnued

A majonty of members of board committees are
independent NEDs as assessed by the board The Cede
says that the chairman should not be a member of the
audit committee The Corporation's board has concluded
that given the range and complexity of 1ssues considered
by the committee and the chairman’s pariicular expertise in
the financial management of investment trusts, it 1s
appropnate to have four members including the chairman
Non-compliance with this part of the Code 15 in the
shareholders' best interests

The Code provides that the charman may be a member
of the remuneration committee but that he should not be
its chaiman The Corporation’s board has concluded that
it 1s beneficial, given the size of the board, for the
chamman to be on the remuneration committee and given
his expenence and knowledge, that he Is best placed of
the four committee members to chair it Non-compbance
with this part of the Code 1s, again, in the shareholders’
best interests

The board will review its committee memberships after
the AGM

A summary of each committee 1s set out below

Nominations committee

Role

To keep under review the structure, size and composition
of the board and make recommendations about
adjustments that are deemed necessary, and to ensure
effective succession planning in accordance with legal and
corporate governance needs

Key duties
+ Identification and nomination for board approval of
suitable candidates to fill vacancies,

+ Succession planning (in particular of the chairman and
managing director),

+ Making recommendaticns about the re-appointment of
non-executive directors, and

+ Ensunng that the board and its committees are
constituted to comply so far as practicable with the Code

During the year, the committee considered how to replace
Douglas McDougall as a director and chaiman The
committee (led for this purpose by Chnstopher Smith) first
identfied the skills that were needed to ensure continued
effectiveness — in this case, a NED with fund management
expenence Rather than engaging a head hunter,
soundings were taken in the marketplace to establish
potential candidates using the Corporation’s own existing
contacts After normal recruitment due process as
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descnbed above — interviewing of potential candidates,
taking of references etc — Mark Bndgeman was identified as
the most suitable candidate and selected for appointment

The commutiee (led for this purpose by the SID) discussed
the appointment of a successor to the current chairman and
resolved to recommend Chnstopher Smith

Members

D C P McDougall (charrman)
A C Cates (until 24 Apnl)
JA Kay

R Laing {from 2 Apnl}

C Smith

Audit committee

Role

To assist the board in the management of the group's
finances and financial reporting structure

Key duties

« Monitonng the independence and objectivity of the
auditors, their performance and remuneration and making
recommendations on the appointment of new auditors,

» Monitoring the statutory audt,

* Reviewing the annual and intenm accounts before
submisston to the board, including particular focus on
changes In accounting policy etc, and

* Reviewing the effectiveness of systems of internal
control and nsk management (including monitonng the
internal audit function and consideration of country and
currency nsks)

Members

C Smith (chaiman)

D C P McDougall

A C Cates (untl 24 Apnl)
JA Kay

R Laing (from 2 Apnl}

The board 15 satisfied that all nembers have the necessary
recent and relevant financial expenence to serve

The committee reports as folows Dunng the penod, the
committee met three times No significant 1ssues arose
dunng consideration and approval of the financial
statements, or generally New accounting standards were
reviewed and thewr impact on Law Debenture assessed
The committee had regular meetings with both the external
and internal auditors The external auditors were appointed
in October 2008 and the committee has no current plan to
put the audit to tender, although the audit partner will be
rotated dunng 2013, havang completed five audits
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Remuneration committee

Role

To develop the Corporation’s remuneration policy and
oversee Its Implementation, monitoning the effectivenass of
the policy as It relates to the group's executives

Key duties

» Reviewing and agreeing the remuneration and benefits of
the executive director and senior executives In the light,
as relevant, of corporate performance against a range of
measures,

+ Development of total remuneration packages, taking
account of factors set out in the Code, based in part on
performance and subject to suitable performance
measurements as set by the committee, and

= Making recommendations to the board for any changes
to long term incentive arrangements

Members

D C P McDougall (chairman)
A C Cates (until 24 April)

J A Kay

R Laing (from 2 Apnl)

C Smith

The committee reports as follows It met four imes dunng
the penod to take decisions on the remuneration and
benefits of the executive director and sentor staff The
Remuneration Report at pages 30 to 35 provides more
detail on the Corporation’s policies No new long term
incentive arrangements were introduced n the period
The committee has begun to consider the reporting
changes that will be necessary next year to comply with
the 2012 Code

The board does not operate a management engagement
committee, the duties of such a committee betng
undertaken directly by the board

Accountability and audit

The statement of directors’ responsibilities in relation to the
financial statements appears on page 23 of the annual
report and accounts The independent audrtors’ report
appears on pages 36 and 37 The directors confirm that
the Corporation 15 a going concern as evidenced by the
financial statements, which demonstrate a healthy position,
taking into account all known and future anticipated
habilihes, and the group's ability to meet those habilites
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The financial statements present a fair, balanced and
understandable assessment of the financial position and
prospects of the Corporation and the group The financial
statements are reviewed by the audit committee, then
approved by the board, and signed by the chairman and
managing director The annual report, taken as a whole, 1s
fair, balanced and understandable and provides the
necessary Information to assess the Corporation and
group's performance, business model and strategy

Non-audit services provided by the auditor are reviewed by
the audit commttee to ensure that independence I1s
maintained Non-audit fees are shown at note 3 on page
48 The board’s policy 1s that non-audit work (which
normally consists of taxation and other technical advice)
will be carned out by the Corporation’s auditors unless
there 1s a conflict of interest or someone else 1s considered
te have more relevant expenence

Internal controls

The following paragraphs descnbe the framework of
internal controls in place to ensure that the Corporation
complies with the Financial Reporting Council's guidance
{formerly known as’ the Tumbull guidance’) which forms a
part of the Code, and with the obligations of the UKLA's
Disclosure and Transparency Rules which require a
description of the main features of the intemal control and
nsk management systems in relation to the financial
reporting process This section should be read in
conjunction with the business review, from which
shareholders will better understand the nsks that our
internal contrels are in place to manage

The board monitors the effeciveness of internal controls
on a continuous basis and in a number of ways, both
directly through main board general reviews and also by
the more specific work carned out by the audit committee
The vanous mechanisms include

« Board review of the group’s matnx of key nsks and
controls,

« An internal audit function, which involves not only each
business department (including overseas offices) being
subject to audit on a regular bas:s, but also regular
reviews of other business wide processes,

« Testing by the complance officer of the Financial
Services Authority {FSA') regulated business systems
and controls,

The Law Debenture Corporation plc
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Corporate governance contnued

» Penodic reports to the board by the complance officer
about legal and regulatory changes, and the steps that
the board must take to comply, and

+ Review of reports by the external auditors on ther annual
audit work, and specific checks camed out on behalf of
treasury management clients

The internal audit programme and system of comipliance
checks have both been developed using a nsk-based
methodology and an evaluation of process controls

The board considers that the above measures constitute
continuing application of the Financial Reporting Council
guidance and form an important management tool in the
monitonng and control of the group's operational nsks

An important element of the overall controls remains a
continuous review of the quality and effectiveness of
internal financial controls of the group Dunng the year, the
board has continued to require that the group mamntains
proper accounting records, so that it can rely on the
financial information it receives to make appropnate
business decisions and also that the group’s assets are
safeguarded In the current economic climate, this includes
having data that allows the board to consider country and
currency exposure and potential impairment of assets
(both financial and non-financial) Key elements of the
systems of internal control continue to be

« Regular qualtative self-assessment of the effectiveness
of the individual controls maintained in the overall intemal
financial control framework,

» Preparation by management of a comprehensive and
detalled budget, involving annual board approval and
monthly companson at board level of actual results with
budgets and forecasts,

«+ Systematic reporting to the board of matters relating to
Itigation, insurance, pensions, taxation, accounting,
counterparty nsk and cash management as well as legal,
compliance and company secretanal 1ssues,

* Review of internal audit reports by the appropnate
fiduciary services company board and the audit
committee,
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+ Raview of the intemal controls of those services, such as
investment management, custody and registration, which
have been delegated to thrd parhes This review was
conducted dunng the initial contractual negotiations and
on a regular basis, including annual discussions with the
senior management and complance staff of Henderson
Global Investors Limited,

+ Monitoring by the board of the investment management
process, Including the establishment and mantenance of
investment guidelines, recewving a report from the
investment manager at each board meeting, the review of
all transactions with the investment manager and regular
reconciliations of the records of the group with those of
the global custodian and investment data services
provider, and

*» Recelpt of frequent and detalled reports about the
independent fiduciary services businesses, including the
overseas subsidianes

The systems of intemal financial contrel are designed
to provide reasonable assurance agamst matenal
mis-statement or loss

By means of the procedures set out above, the directors
have established a process for identifying, evaluating and
monitoring the effectiveness of the internal control systems
for the pernod This process has been in place throughout
2012 and will be reviewed by the board on a regular basis

Arrangements are in place by which staff of the group may,
in confidence, raise concerns under the Public Interest
Disclosure Act 1998 about possible impropneties in matters
of financial reporting or othet matters If necessary, any
member of staff with an honest and reasonable suspicion
about possible impropnety may raise the matter directly
with the chairman of the audit committee |n addition, the
executive staff have access to an external whistle blowing
service Arrangernents are in place for the proportonate
and independent investigation of such matters and for
appropnate follow up action
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Relations with shareholders and
institutional shareholder responsibilities
The Corporation’s compliance with these aspects of the
Code Is descnbed separately within the directors’ report

Information about share capital

The information that the Corporation is required to disclose
about its share capital can be found in the directors’ report
(significant holders) and AGM notice (total voting nghts)
There are no other disclosures that need to be made about
share capital

Annual general meeting
Detalls of the AGM for 2013 are set out at pages 67 to 71

The hoard recogruses the value of the AGM as an
opportunity to communicate with investors and encourage
their participation Separate resolutions are put to the AGM
on each substantially separate 1ssue Except where a poll
has been called, the number of proxies lodged for each
resolution, and the balance for and aganst the resolution
and the number of vates withheld 1s disclosed to the
meeting This information 1s published Immediately after
the AGM to the Londen Stock Exchange and on the
Corporation’s website The notice of the AGM and related
papers are sent to shareholders at least 21 working days
before the meeting Where requested by nominee holders,
annual reports and refated documentation are circulated to
beneficial owners and the Corporation 1s happy for
beneficial owners to attend the AGM and {where
appropnate arrangements have been made with the
nominee) to vote their shares in person

Summary statement of compliance

The board has concluded that, as demonstrated by the
disclosures made In the foregoing, the Corporation has
complied throughout 2012 with the requirements of the UK
Corporate Governance Code or, where 1t has not complied,
an explanation has been provided Compliance 1s reporied
in respect of the entire Code
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Remuneration report

Dear Shareholder

On behalf of the board | submit the remuneration report
for The Law Debenture Corporation plc for 2012 The
report contains specific and detailed information about
the way directors of the Carporation are remunerated and
the amounts they receive Some of the information 1s
histoncal, some forward looking Those sechons that have
been audited in accordance with legislative requirements
are shown at the top of each relevant paragraph

The remuneration report will be put to shareholders for
approval as an ordinary resoluticn at the annual general
meeting

Douglas McDougall
Chairman, remuneration committee

Remuneration committee - membership
and advisers

The board has delegated responsibility for consideration
of all matters relating to the executive director's
remuneration to a remuneration committee All of the
members of the committee (Iisted at page 27) apart from
the chairman have been assessed by the board as
independent, non-executive directors Each of these
served throughout the year, save for Robert Laing who
was appointed on 2 April, Armel Cates retired on 24 April

The committee met four times durning the year The
managing director attended all of the meetings at the
invitation of the chairman (although she was not present
when detatls of her own remuneration were discussed)
The managing director, the chief financial officer and the
company secretary provided advice when called upon to
do so As for external advisers, the committee appointed
Lesley Pearscn, a remuneration consultant, to undertake
salary benchmarking exercises Thrings Solicitors advised
on the 2012 SAYE Plan

To the extent required by statute, disclosures in thus
remuneration report have been audited — the independent
auditors’ report appears on pages 36 and 37
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The Corporation’s remuneration policy

The Corporation and its subsidianes work in competitive
markets The aim s to ensure that remuneration
packages offered to the executive director and senior
executives are competitive and designed to attract, retain
and motivate individuals of the highest calibre

The remuneration committee operates in accordance with
certain key pnnciples which are

* Remuneration packages should be competitive but not
extravagant and should broadly be in ine with average
packages in the markets in which Law Debenture
operates,

+ There should be a clear link between total remuneration
(including a profit related element) and performance,
and

* There should be no reward for fatlure but the executives
should be rewarded for maintaining and increasing the
profits of the fiduciary serices businesses in the longer
term and enhancing shareholder value.

The major components of Law Debenture’s remuneratton
packages for the executive director and senior executives
compnse basic salary, general profit shanng scheme,
calculated by reference to the success of the independent
fiduciary services businesses, a senior executive
discretionary profit shanng slement, based upon
independent fiduciary services business performance
and the attainment of personal targets, a deferred share
scheme for certain senior executives, designed to
enhance retention of people key to the strategic growth
of the independent fiduciary services business, pensions
provision (partly in a contnbutory, funded, HMRC
approved, final salary occupational pension scheme

and partly in a defined contnbution scheme), and
participation in a SAYE Sharesave Scheme Details of
the policy apphed m each component are outlined below
Non-executive directors recewve fees as described at
paragraphs 7 and 9, but de not receive any other benefits

The sole executive director durtng the penod of this report
was Caroline Banszky {managing director}
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The policy applied in respect of each component of the
remuneration package 1s as follows

1. Basic salary

Basic salary 1s set at levels consistent with individual
performance and the market rates applcable to executive
positions of similar complexity and responsibility To
measure this, the remuneration commitiee engages an
independent remuneration consultant The salary of the
executive director, which 1s itemised at paragraph 9
below, I1s reviewed annually by the remuneration
committee

The managing director also receved non-pensicnable
cash payments in the form of a pension allowance as
detailed in paragraph 5 and a payment in hieu of private
health cover (she 13 not a member of the group’s scheme)
This 1s included within salary/fees at paragraph 8 The
non-cash benefit 1s life iInsurance cover

2. General profit sharing scheme
This 1s payable to all eligible staff but not to the
managing director

A cash payment will be made in March 2013 in respect
of performance of the independent fiduciary services
businesses in 2012 The amount of the payment 1s not
guaranteed from year to year and i1s calculated by
reference to a number of factors relating to the
independent fiducrary services businesses, including
profitability and the growth in profits The profit share s
paid as a percentage of basic salary (normally expected
to be between 5 and 15%), and all qualifying employees
receive a share of the profits calculated at the same
percentage In 2013, the general profit share payment
will be 8% of basic salary There are no performance
conditions specific to any individual in order to qualify
for receipt of a general profit share payment, although
certain length of service and qualificaton conditions do
apply Entilement to the payment will be withdrawn f
the participant 1s not employed as at 24 March 2013
Subject to applicable HMRC iimits, participants are
entitled to place their general profit shanng payment into
a HMRC approved Share Incentive Plan
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3. Senior executive discretionary profit
sharing scheme

This i1s payable to a number of senior executives,
including the managing director

In assessing what addibonal profit sharning payment
should be made, account 1s taken of any factors that the
remuneration committee reasonably consider approprate,
including the financial performance and position of the
group, the performance of the individual and the
performance of the individual's department The board
belteves It 1s iInappropnate to publish any individual’'s
performance conditions as these relate directly to the
independent fiduciary services business, meaning that
publication could compromise the commercial
compettiveness of the business There 1s no contractual
entitiement that says an addiional profit shanng payment
must be paid in any given year There 1s a high element of
deferment of such payments (see below} Entitlement s
normally lost if, on the date that additional profit sharning
payments are paid, a participant s no longer employed
by the group, or either the participant cr the employer
has served notice to terminate employment Additionai
profit sharing payments are not taken into account in
calculating pension contributions The discretionary profit
share payable in 2013 to Caroline Banszky in respect of
2012 will be £142,100 (in respect of 2011 £149,250) Up
to the allowable imit, her profit share will be eligible to be
placed in the Corporation’s Share Incentive Plan

The Corporation’s profit related performance
arrangements are as follows Ehgble executives can
receive a total profit related payment dependent on
performance as measured by the remuneration
committee, which except in exceptional circumstances 1s
unlikely to exceed 75% of salary The total profit related
payment includes the general profit shanng scheme (but
not for the managing director who 1s not entitled to
participate), the senior executive discretionary profit
sharing scheme and any awards made under the Deferred
Share Plan The purpose of the Deferred Share Plan,
under which shares awarded as part of the profit related
payment do not vest for three years, Is to incentivise and
retain staff deemed key to the future of the business
Deferred shares will make up at least one-third of the total
profit related payment receivable by the participant
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Remuneration report costies

No executive has a contractual entittement to a profit
related payment or to a Deferred Share Plan award, and
the committee 1s not obliged to make an award to any
individual in any year Shares are purchased in the open
market up to the amount of the award and held on trust, to
be released to the executive on the third anniversary of
grant of the award The executive must pay PAYE and NI
before the shares are released, otherwise they are
forfeited Entitlement to the award i1s lost if the executive
gives notice to resign, or I1s put on notice of termination,
before the award release date Dividend rnights and voting
rghts on shares held pending release to retevant
executives are waived The committee made awards of
deferred shares to the executive director (details of which
are at paragraph 12) and 41 members of the executive on
16 March 2012 Subject to eligtbility, the shares will be
released to award holders on 13 March 2015

The remuneration committee has agreed an award of
shares to the value of £71,050 under the plan to Caroline
Banszky in respect of 2012, which will be purchased n
March 2013 and subject to condittons, will be released in
March 2016

Non-executive directors are not entitled to be participants

4. Save as you earn ('SAYE') sharesave plans
2002 and 2012 (‘the Schemes’).

Subject to ehgibility conditions, the executive director (in
common with all of the UK members of staff) 1s entitled to
participate in the Corporation's Schemes Details of her
participation in the Schemes appear at paragraph 11

The Schemes are approved by HMRC The pnncipal
features of the Schemes are as follows Elgible
participants make monthly savings of up to £250 per
month in aggregate direct from post tax pay, with a
guaranteed tax-free retumn after five years On joining the
scheme, savers are given an option to acquire shares n
the Corporation at the end of the five year saving penod,
at a pnce fixed at the beginning of the saving period The
fixed price has historically been the net asset value per
ordinary share on the date when eligible participants are
invited to join the plan but under the terms of the 2012
Scheme, the fixed pnce 1s the market pnce of the shares
on the invitation date, or by an adopted policy of the
board, the latest published NAV, whichaver 15 hugher

The Law Debenture Corporationpl ¢

At the end of the five year saving perniod, participants have
histoncally received a tax free bonus as stipulated by
HMRC, although dunng 2011, HMRC announced that no
tax free bonus will be permitted for five year schemes like
Law Debenture's Atthe end of a saving period,
parhcipants may choose to apply the amount saved to
exercise the options over the shares notified at the outset
of the saving penod, or they may choose to relinquish
their options in favour of receiving a cash repayment of all
of their contnbutions, plus the bonus (If any)

Caroline Banszky participated in the 2009 invitation to the
maximum extent possible and was therefore ineligible to
participate in the 2012 offenng

5. Pensions provision

Caroline Banszky was a member of the group’s funded
contributory, HMRC approved, final salary occupational
scheme until 31 March 2006 Details of her membership
of the scheme are contained in the table at paragraph 10
Pursuant to her service confract, since leaving the
schame the managing director has received 20% of base
salary as compensation. This amount 1s paid monthly in
arrears accruing from day to day after the deduction of
income tax and natienal Insurance

Since 1 Apnil 2009, all future pension benefits have
accrued at 1/80ths {previously 1/60ths for some eligible
employees) with a salary cap inked to increases in RPI,
which 1s £45,074 from 1 January 2013 (2012 £43,932) for
accrual purposes Employee contnibutions to the scheme
were increased by 1 6% from 1 January 2013 to 4 6%,
with a further increase of 1 6% to 6 2% scheduled from

1 January 2014

Employees earming more than the cap receive a cash
sum which they may invest in a separate money
purchase scheme These changes have transferred some
of the mortality and nvestment nsks to employees, which
In turn has reduced the nsk to the Corporation of
providing a final salary scheme
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6. Service contracts
Detatls of the executive director’s service contract are
as follows

Date of contract  Notice penod

CJ Banszky 9 November 2001 6 months

Her employment 1s not for a fixed term There are no
contractual provisions for compensation payable upon
early termination (with notice) of the contract There 1s an
entilement to receive salary and benefits dunng the
penod of notice, which may be pard 'in lieu’ of all or part
of any period of notice There are no entitlements to
payments of any sort in the event that for cause the
executive director's employment 1s summarily terminated

In the event that the managing director is given notice of
termination of employment within twelve months of any
change In control of the company, she must be given not
less than twelve months' written notice, and the same
arrangements for receiving salary and benefits duning
this penod (including payments In heu’) also apply as
descnbed above

7. Remuneration of non-executive directors
The non-executive directors were paid fees for therr
services in 2012 as set out in paragraph 9 They may
also reclaim travelling expenses

The fees are reviewed by the board, on advice from the
executive director, who from time to time underakes
comparative studies, using an independent remuneration
consultant, to ensure that the Corporation’s fee levels
are consistent with the marketplace The board
concluded in December 2012 that there should be no
increase In fees in 2013 All directors are expected to
attend all meetings of the board and of any committee of
which they are a member, barnng unforeseen
circumstances The attendance record of the non-
executive directors at meetings of the Corporation's
board and commitiees 1s set out at page 24 as part of
the corporate governance report

Each non-executive director 1s appointed for an indefinite
term, subject to annual re-election by the sharehclders
There are no provisions in any of the non-executive
directors’ letters of appointment for compensation payable
on early termination of the directorship

www lawdeb com

8. Performance graph
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=  Law Debenture share pnice fotal retum, assuming the investment of
£1,000 on 31 Becember 2007 and renvestment of all dvidends
{excluding dealing expenses)

===== FTSE All-Share Index total return assurming notonal Investment of
£1,000 into the index on 31 December 2007 and the reinvestmant
of all Income {excluding dealing expenses)

Notes

1 The graph shows the total shareholder return of a nominal holding of
£1,000 of Law Debenture’s shares measured against the total
shareholder return of a nominal holding of £1,000 investad in the
FTSE All-Share Index over a five year pernod

2 Dividends have been reinvested

The Law Debenture Carporation pl ¢
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Remuneration report contnued

9, Directors’ emoluments 2012 (audited)

Total Benefits Total Total

Total  profit retated other than recelvable receivable

salaryffees payment ncash for 2012 for 2011

£ £ £ £ £

C J Banszky 366,922 269,222 779 636,923 602,676

AC Cates 13,990 - - 13,990 43,000

D C P McDougall 65,500 - - 65,500 62,500

JA Kay 49,250 - - 49,250 48,250

R Laing 33,000 - - 33,000 -

C Smith 63,000 - - 63,000 60,000
Notes

1 Total salaryffees for Caroline Banszky comprises basic salary plus non-pensicnable cash allowances of £62,422 as set out in paragraphs 1 and 5
2 Total profit related payments for Carcline Banszky compnse the discretionary profit related element payable in respect of 2012 and the deferred shares

vesting in 2012 as set out in paragraphs 3 and 12

3 The fees i respect of Robert Laing were paid to Maclay, Murray & Spens LLP

No compensation or fee was paid to any individual who had previously been a director

10. Annual pension entitlements upon reaching retirement age (audited)

Accumulated

total accrued Transfer Transfer
Increase in pansion at value as at value as at [ncrease
accrued pension 31 Dacember 31 December 31 December in transfer
during 2012 2012 2011 2012 value
£ £ £000 £000 £000
C J Banszky 440 8,866 173 186 13
Notes

1 The pension entitement shown 1s that which would be paid annually on retirement based on service o 31 Daecember 2012

[ I A R S

The increase In accrued pension duning the year includes any increase for inflation

11. Save as you earn share save plan 2002 (audited)

The transfer value has been calculated using the actuanal assumptions currenty i place for transfer values as agreed by the Trustee of the scheme
No previous directors are, or have been, in receipt of any excess retirement benefits
Caroline Banszky ceased to be a member of the scheme from 31 March 2006

Interest as at Interast Market price  Interest as at
31 Decamber acquired Exercise atinvitation 31 December Earliest Latest
2011 In 2012 price date 2012 exercise exercise
C J Banszky 7.399 - 211 50p 247 25p 7399 010814 310115

None of the terms and conditions relating to any of the options held under this scheme was varned durning the year

The Law Debenture Corporation plc
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12. Deferred share plan (audited)

Interest
Interest at [vasted)! Interest at

31 December acquired Purchase 31 December  Date shares
2011 in 2012 price 2012 to be released

C J Banszky
2009 33,191 (33,191) 196 84p - -
2010 22,8685 - 28537p 22,865 260213
2011 24,739 - 35167p 24,739 02 03 14
2012 - 18,884 39517p 18,884 130315

The shares were purchased in the open market and are held under trust by a Law Debenture subsidiary until the
release date

Caroline Banszky received her allocation of 33,191 deferred shares 1ssued in 2009 on 2 March 2012 and continues to
hold the majonty of them, although she did sell 16,000 shares at a pnce of 384 038p to meet the tax liability payable on
receipt of the shares The pnce at vesting was 383 00p The value of the shares at vesting i1s included i directors’
remuneration and PAYE and NI was patd on that basis The price of the shares at 31 December 2012 was 425 00p

per share

13. Aggregate directors’ remuneration (audited)

2012 201
£ E
Emoluments 861,663 816,426

Employers’ national insurance in respect of directors’ remuneration was £114,355 (2011 £106,723)

www lawdeb com The Law Debenture Corporation p I c
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I n d e pe n d e nt a U d |t0 I"S I"e p 0 rt to the members of The Law Debenture Corporation plc

We have audited the financial statements of The Law
Debenture Corporation p | ¢ for the year ended

31 December 2012 which compnse the group income
statement and statement of comprehensive iIncome, the
group and Corporation's statement of financial position,
the group and Corporation’s statements of changes In
equity, the group and Corporation’s statements of cash
flows and the related notes The financial reporting
framework that has been applied in their preparation 1s
apphcable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union
and, as regards the parent company financial statements,
as apphed in accordance with the provisions of the
Companies Act 2006

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

Respective responsibilities of directors

and auditors

As explained mare fully in the statement of directors’
respcnsibilities, the directors are responsible for the
preparation of the financial statements and for being
satisfied that they give a true and farr view Qur
responsibility 1s to audit and express an opirion on the
financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland}
Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors.

The Law Debenture Corporation pl ¢

Scope of the audit of the financial
statements

A description of the scope of an audit of financial
statements 1s provided on the APB's website at
www frc org uk/apb/scope/prvate cfm

Opinion on financial statements
in our opiion

- the financial statements give a true and fair view of
the state of the group's and the Carporation’s affairs
as at 31 December 2012 and of the group’s profit for
the year then ended,

« the group financial statements have been properly
prepared in accordance with IFRSs as adopted by the
Eurcpean Union,

« the parent company financial statements have been
properly prepared in accordance with IFRSs as
adopted by the European Union and as applied in
accordance with the provisions of the Companies Act
2006, and

« the financial statements have been prepared in
accordance with the requirements of the Companies Act
2006 and, as regards the group financial statements,
Article 4 of the |AS Regulation

Opinion on other matters prescribed by
the Companies Act 2006

In our opimon

« the part of the directors' remuneration report to be
audited has been properly prepared in accordance with
the Companies Act 2008, and

« the information given n the directors’ report for the
financial year for which the financial statements are
prepared I1s consistent with the financial statements

www lawdeb com




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

Under the Compamies Act 2006 we are required to
report to yeu If, in our opinion

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

« the parent company financial statements and the part
of the directors’ remuneration report to be audited are
not in agreement with the accounting records and
retumns, or

+ certain disclosures of directors’ remuneration specified
by law are not made, or

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

Under the Listing Rules we are required to review

» the directors’ statement, set out on page 19, 1n relation
to going concern,

« the part of the corporate governance statement
relating to the company’s compliance with the UK
Corporate Govermnance Code specified for our review,
and

- certain elements of the report to shareholders by the
board on directors’ remuneration

Neil Fung-On (senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor
London

United Kingdom

1 March 2013

BDO LLP i1s a hmited liability partnership registered in England and Wales
{wth registered number OC305127)

www lawdeb com
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GI’OUp |ncome Statement for the year ended 31 December

2012

2011

Revenue Capital Total* Ravenue Capital Total*
Notes £000 £000 E000 £000 £000 £000

UK dividends 11,431 - 11,431 11,643 - 11,643
UK special dvidends 457 - 457 140 - 140
Overseas dividends 1,792 - 1,792 1,755 - 1,755
Overseas special dividends 51 - 51 64 - 64
Interest from secunties 661 - 661 524 - 524

14,392 - 14,392 14,126 - 14,126
Interest income 5 140 - 140 446 - 446
Independent fiduciary services fees 29,760 - 29,760 30,948 - 30,948
Other income 105 - 105 94 - 94
Total income 44,397 - 44,397 45,514 - 45,614
Net gain/(loss) on investments held
at fair value through profit or loss 2 - 59,259 59,259 - (22,175) (22,175)
Gross iIncome and capital gains/{losses) 44,397 59,259 103,656 45,614 (22,175) 23,439
Cost of sales {3,761) - (3,761) {(4.313) - (4.313)
Administrative expenses 3 (18,638) {193) {18,831) {18,643) (223) (18,866)
Operating profit 21,998 59,066 81,064 22,658 {22,398) 260
Finance costs
Interest payable 5 (2,450) - (2,450) (2,450) - {2,450)
Profit/{loss) before taxation 6 19,548 59,066 78,614 20,208 {22,398) (2,190)
Taxatton 7 (1,753) - (1,753) (1,977) - (1,977)
Profit/(loss) for year 6 17,795 59,066 76,861 18,231 (22,398) (4,167)
Returni{loss) per ordinary share (pence) 9 15.14 50.24 65.38 15 52 (1907) (3 55)
Diluted return/{loss) per ordinary
share (pence) 9 15.13 50,21 65.34 15 52 (19 07) (3 55}

*See note 1

Statement of comprehensive iNCOME tor the year ended 31 December

2012

201

Revenue Capital Total Revenue Capital Total
£000 £000 £000 £000 £000 £000

Group
Profit/{loss) for the year 17,795 59,066 76,861 18,231 (22,398) (4,167)
Foreign exchange on translation
of foreign operations - {204) (204) - (9) {9}
Pension actuarial gains/{losses) 336 - 336 {3,145) - (3,145}
Taxation on pension {104) - {104) 800 - 8OO
Total comprehensive income/(loss)
for the year 18,027 58,862 76,889 15,886 {22,407) {6,521)

The Law Debenture Corporation plc
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Statement of financial position asats1 becemer

Group Corporation
2012 201 2012 2011
Notes £000 £000 £000 £000
Assets
Non current assets
Goodwill 10 2,182 2218 - -
Property, plant and equipment 1 254 320 - -
Other intangible assets 12 363 199 - -
Investments held at fair value through profit or loss 13 479,521 423,044 479,256 422,729
Investments in subsidiary undertakings 13 - - 50 50
Amounts due from subsidiary underiakings - - 60,000 60,000
Deferred tax assets 7 1,126 1,416 - -
Total non current assets 483,446 427,197 539,306 482,779
Current assets
Trade and other recewvables 14 4,244 4,940 84 182
Other accrued income and prepaid expenses 5,980 6,246 1,914 2,219
Cash and cash equivalents 15 22,201 18,063 10,339 9,145
Total current assets 32,425 29,249 12,337 11,546
Total assets 515,871 456,446 551,643 494,325
Current habilities
Amounts owed to subsidiary undertakings - - 54,016 56,203
Trade and other payables 16 10,745 11,674 109 163
Corporation tax payable 1,005 1,293 192 265
Other taxation including social secunty 629 559 383 378
Deferred income 3,948 3,902 11 10
Total current habilities 16,327 17428 54,711 57.019
Non current liabilities and deferred income
Long term borrowings 20 39,418 39,391 - -
Retirement benefit obligations 23 2,227 3,138 - -
Deferred income 6,035 5,563 204 214
Total non current liabilities 47,680 48,092 204 214
Total net assets 451,864 390,926 496,728 437,092
Equity
Called up share capital 17 5,905 5,905 5,905 5,905
Share premium 8,122 8,106 8,122 8,106
Capital redemption 8 8 8 8
Share based payments - 201 - -
Own shares 17 (1,778) (1,684) - -
Capirtal reserves 18 405,334 346,268 465,915 406,849
Retamed earmings 33,964 31,609 16,778 16,224
Translation reserve 309 513 - -
Total equity 451,864 390,926 496,728 437,092

Approved and authonsed for 1ssue by the board on j;a:i\zomlgned on its behalf by

D.C.P. McDougall Chairman

C.J. Banszky Managing director W J @OJJZ

Registered number 30397

www lawdeb com
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Statement of changes in eqUItY for the year ended 31 December

Share Share
capital premium
E000 £000
Group
Equity at 1 January 2011 5,904 8,066
Net (loss) - -
Foreign exchange - -
Actuanal (loss) on pensicn scheme (net of tax) - —
Total comprehensive (loss) - -
Issue of shares 1 40
Dividend relating to 2010 - -
Dividend relating to 2011 - -
Movement in own shares - -
Total equity at 31 December 2011 5,905 8,106
Equity at 1 January 2012 5,905 8,106
Profit - -
Foreign exchange - -
Actuanal gain on pensicn scheme {net of tax) - -
Total comprehensive income - -
Issue of shares - 16
Dividend relating to 2011 - -
Dwidend relating to 2012 - -
Movement in own shares - -
Transfer - -
Total equity at 31 December 2012 5,905 8,122
Share Share
capital premium
£000 £000
Corporation
Equity at 1 January 2011 5,904 8,066
Total comprehensive (loss) - -
Issue of shares 1 40
Dvidend relating to 2010 - -
Dividend relating to 2011 - -
Total equity at 31 December 2011 5,905 8,108
Equity at 1 January 2012 5,905 8,106
Total comprehensive income - -
Issue of shares - 16
Dwvidend relating to 2011 - -
Dividend relating to 2012 - -
Total equity at 31 December 2012 5,905 8,122

Capital reserves comprises realised and unrealised gains/(losses) on investments held at farr value through profit or oss

(see note 18)

The Law Debenture Corporation pic
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Own Capital Share hased Translation Capltal Retained

shares redemption payments reserve reserves eamings Total
£000 £000 £000 £000 £000 £000 £000
(1,794) 8 201 522 368,666 30,993 412,566

- - - - (22,398) 18,231 (4,167)

- - - () - - ©

- - - - - (2,345) (2,345)

- - - ) (22,398) 15,886 (6.521)
- - - - - - 41

~ - - - - (9,984) (9,984)

- - - - - (5,286) {5.286)
110 - - - - - 110
(1,684) 8 201 513 346,268 31,609 390,926
{1,684) 8 201 513 346,288 31,609 390,926
- - - - 59,066 17,795 76,861

- - - (204) - - (204)
- - - - - 232 232
- - - (204) 59,066 18,027 76,889
- - - - - - 16

- - - - - {10,582) (10,582)

- - - - - (5,291) (5,291)

(94) - - - - - (94)
- - (201) - - 201 -
(1,778) 8 - 309 405,334 33,964 451,864

Own Capital Share based Translation Capital Retalned

shares redemption payments reserve reserves eamnings Total
£000 £000 £000 £000 £000 £000 £000
- 8 - - 429,247 156,397 458,622

- - - - (22,398) 16,097 (6,301)
- - - - - - 41

_ - - - - (9,984) (9,984)

_ - - - - (5,286) (5,286)
- 8 - - 406,849 16,224 437,092
- 8 - - 406,349 16,224 437,092
- - - - 59,066 16,427 75,493
- - - - - - 16

- - - - - {10,582) (10,582)

- - - - - (5,201) {5,291)
- 8 - - 465,915 16,778 496,728
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State m entS Of CaSh ﬂ OWS for the year ended 31 December

Group Corporation

2012 2011 2012 201

£000 £000 £000 £000
Operating activities
Operating profit/{loss) before interest payable and taxation 81,064 260 78,492 (3,312)
{Gains)losses on nvestments {59,066) 22,398 {59,066) 22,398
Foreign exchange 39 (12) - -
Depreciation of property, plant and equipment 149 164 - -
Amortisation of intangible assets 214 76 - -
Decrease/(increase) in recevables 962 (658) 403 (547)
(Decrease)increase in payables (314) 442 (58) (267)
Transfer to capital reserves 772 126 772 126
Normal pension contributions in excess of cost (575) (883) - -
Cash generated from operating activities 23,245 21913 20,543 18,398
Taxation (1,855) (1,548) (418) (470)
Interest paid (2,450) (2,450) {2,654) {2,647)
Operating cash flow 18,940 17,915 17,471 15,281
Investing activities
Acquisition of property, plant and equipment {89) {289) - -
Expenditure on intangible assets {375) {157) - -
Purchase of investments {48,376) (96,508) {48,376) (96,458)
Sale of investments 50,193 92,275 50,143 92,275
Cash flow from investing activities 1,353 (4.679) 1,767 {4,183)
Financing activities
Subsidiary undertakings - - {2,187) 5,963
Dividends paid {15,873) (15,270} (15,873) (15,270)
Proceeds of increase in share capital 16 41 16 41
Purchase of own shares (94) 110 - -
Net cash flow from financing activities (15,951) {15,119) (18,044) {9,266)
Net increase/{decrease) in cash and cash equivalents 4,342 (1,883) 1,194 1,832
Cash and cash equivalents at beginning of period 18,063 19,953 9,145 7.311
Foreign exchange (losses)gains on cash and cash equivalents (204) ] - 2
Cash and cash equivalents at end of period 22,201 18,063 10,339 9,145

The Law Debenture Corporation pic
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NOteS tO the aCCountS for the year ended 31 December 2012

| Summary of significant accounting policies

General information

The Law Debenture Corporation p | ¢ 1s a public company incorporated in the United Kingdom The address of the
registered office 1s given on page 18 The group's operations and ts pnncipal activities are as an investment trust and the
provider of independent fiduciary services

Basis of preparation
The financial statements of The Law Debenture Corporation p | ¢ and the group have been prepared in accordance with
International Financial Reporting Standards (IFRS), as adopted by the European Union

Where presentational guidance set out in the Statement of Recommended Practice Financial Statements of Investment
Trust Companies, January 2009 (SORP} s consistent with the requirements of IFRS, the directors have sought 1o prepare
the financial statements on a basis compliant with the recommendations of the SORP

Critical accounting estimates and judgements

The preparation of the financial statements necessanly requires the exercise of judgement both in application of accounting
policies which are set out below and in the selection of assumptions used in the calculation of estimates These estimates
and judgements are reviewed on an ongoing basis and are continually evaluated based on histoncal expenence and other
factors However, actual results may differ from these estimates The most significantly affected component of the financial
statements and associated critical judgements 1s as follows

Defined benefit scheme

The estimation of the expected cash flows used in the calculation of the defined benefit scheme’s habiliies includes a
number of assumptions around mortality, discount rates, inflation rates applicable to defined benefits and the average
expected service lives of the employees (see note 23) The directors have considered the sensitivity to the mortality
assumption and deterrmined that if ife expectancy were to increase by one year then the defiot of the scheme would
increase by approximately £1,100,000 The directors {ake advice from the Scheme Actuary when selecting these
assumptions and when selecting the discount rate used to calculate the defined benefit scheme liabilities

New IFRSs, interpretations and amendments not yet effective
None of the new standards, interpretations or amendments, which are effective for the first time in these financial
statements has had a matenal impact on the financial statements

None of the new standards, interpretations or amendments, but not yet effective are expected to have a matenal impact on
the group’s future financial statements

Basis of consolidation

The consolidated financial statements incorporate the financial statements of The Law Debenture Corporation p l ¢ and
entittes controlled by the Corporation {its subsidianes) made up to the end of the financial penod Control 1s achieved where
the Corporation has the power to govem the financtal and operating policies of an investee entity so as to cbtain benefits
from its activifies

The assets, habilities and contingent hiabiliies of a subsidiary are measured at their farr values at the date of acquisition
Any excess consideration over the fair values of the identifiable net assets acquired is recognised as goodwill

Inter-company transactions, balances and unreahsed gans on transactions between group companies are elimnated The
financial statements of subsidiaries are adjusted, where necessary, to ensure the accounting policies used are consistent
with those adopted by the group

Presentation of iIncome statement and statement of comprehensive income

In order to better reflect the activities of an investment trust company and in accordance with the SORP, supplementary
information which analyses the income statement and statement of comprehensive income between items of a revenue
and capital nature has been presented Additionally, the net revenue 1s the measure the directors believe appropnate in
assessing the group’s compliance with certain requirements set out in Sections 1158-1159 Corporation Tax Act 2010
As permitted by Section 408 of the Compantes Act 2006, the Corporation has not presented its own income statement

www lawdeb com The Law Debenture Carporation p l ¢
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Notes to the accounts contnued

| Summary of significant accounting policies continued

Segment reporting

Operating segments are components of an entity about which separate financial information 1s available that is evaluated
regularly by the directors in deciding how to allocate resources and in assessing performance The group compnses two
operating segments, the investment trust and ndependent fiduciary services This 1s consistent with internal reporting

Foreign currencies
Transactons recorded In foreign curencies are translated into stering at the exchange rate ruling on the date of the
transaction

Assets and labilites denominated in foreign currencies at the reporting date are translated nto sterling at the exchange rate
ruling at that date Gains and losses on translation are included in net profit or loss for the penod, however exchange gains or
losses on investments held at fair value through profit or loss are included as part of their fair value gain or loss

The assets and llahilities of overseas subsidianes are translated at exchange rates prevailing on the reporting date Income
and expenses of overseas subsidianes are translated at the average exchange rates for the penod Exchange differences
ansing from the translation of net investment in foreign subsidianes are recognised in the statement of comprehensive income
and transferred to the group's translation reserve

Property, plant and equipment

All property, plant and equipment are stated at histoncal cost less depreciation Histoncal cost includes expenditure thatis
directly attrbutable to the acquisthion of the tem Depreciation 1s calculated using the straight-ine method to allocate the cost
over the assets’ estimated useful lives as follows

Leasehold improvements over the remaning lease penocd
Office fumiture and equipment 3-10 years

Intangible assets

Computer software

Computer software 1s capitalised on the basis of the costs incurred to acquire and bnng to use the specific software These
costs are amortised over their estmated useful ves of between three and five years

Goodwill

Goodwill ansing on consolidation represents the excess of the cost of acquisition over the group’s interest in the fair value of
the identifiable assets and liabilities of a subsidiary at the date of acquisition Goodwill 1s inimally recognised as an asset at
cost and 15 subsequently measured at cost less any accumulated impairment losses Goodwill which 1s recognised as an
asset I1s reviewed for imparment at least annually Any impairment would be recognised in profit or loss and is not
subsequently reversed

Impairment of assets

An mpairment loss 1s recognised for the amount by which an asset's carrying amount exceeds its recoverable amount
Assets are reviewed on a regular basis and tested for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable

Financial instruments

invesiments

Listed envestments, which compnse the investment trust portfolio, have been designated as investments held at fair value
through profit or lass Purchases and sales of listed investments are recognised on trade date, the date on which the group
commuts to purchase or sell the investment Investments are inially recognised at far value and transaction costs are
expensed as incurred Gains and losses ansing from listed investments, as assets at far value through profit or loss, are
included in the iIncome statement in the penod in which they anse

The fair value of Iisted investments i1s based on quoted market prices at the reporting date. The quoted market price used 1s
the bnd price

Gans and losses on investments and direct transaction costs are analysed within the income statement as capital All other
costs of the investment trust are treated as revenue items
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| Summary of significant accounting policies continued

Trade receivables
Trade receivables do not carry any interest and are stated at their nominal value as reduced by appropnate
allowances for estmated yrecoverable amounts

Trade payables
Trade payables are not interest beanng and are stated at therr nominal value

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held wath banks and other short term highly iquid investments with
onginal matunties of three months or less

Bormowings

Borrowings are recognised inibially at farr value, which 1s generally the proceeds net of transaction costs incurred The
difference between the proceeds net of transaction costs and the redemption value 1s recognised in the income statement
over the term of the borrowings using the effective interest method, so as to generate a constant rate of retum on the
amount outslanding

Share capatal
Ordinary shares are classified as equity The ordinary shares of the Corporation which have been purchased by the Employee
Share Ownership Trust te provide share based payments to employees are valued at cost and deducted from equity

Taxation

Current tax 1s based on taxable profit for the year Taxable profit differs frem net profit as reported in the iIncome statement
because it excludes items of income or expense which are either never taxable or deductible or are taxable or deductible in
other pernods The group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the year end date

Deferred income tax i1s provided In fuli, using the hiability method, on temporary differences ansing between the tax bases of
assets and habilites and their cammying amounts in the consolidated financial statements

Deferred tax habilibes are recogrised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it 1s probable that taxable profits will be avallable aganst which deductible ternporary differencas can be utilised

Deferred tax labilites are recogrised for taxable temporary differences ansing on investments in subsidianes, except where
the group s able to control the reversal of the temporary difference and it 1s probable that the temporary difference will not
reverse in the foreseeable future

The carrying amount of deferred tax assets 1s reviewed at each year end date and reduced to the extent that it 1s no longer
probable that sufficient taxable profits will be available to recover the asset Deferred tax 1s calculated at the tax rates that are
expected to apply in the peniod when the liability 1s expected to be setlled or the asset 1s expected to be realised based on tax
rates that have been enacted or substantively enacted at the year end date

Revenue recognition
Dividend income
Dividend income from investments 1s recognised when the shareholders’ nghts to receive payment have been established

Interest income
Interest Income Is accrued on a hme basis using the effective interest rate applicable

Sales of services

Fees comprise the fair value of the sales of services net of value added tax and after ehminating sales within the group
Sales of services are recogrused in the accounting penod m which the services are rendered, provided that the outcome of
the transaction can be esttmated rehably Where the outcome of a transaction can be estimated reliably, sales are assessed
on the basis of the actual services provided as a proportion of the total services to be provided

Where payments are received in advance for trusteeships which extend beyond the penod end then the amount relating to
future penods is deferred using an appropnate discount rate
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Notes to the accounts contnues

| Summary of significant accounting policies continued

Employee benefits

Pension costs

The group operates a defined benefit pension plan The cost of providing benefits Is determined using the projected urnit
credit method, with independent actuanal calculations being camed out at each year end date Actuanal gains and losses
are recognised In full in the penod in which they occur through other comprehensive iIncome Past service cost s recognised
immediately to the extent that benefits are already vested and otherwise amortised cn a straght-ine basis over the average
pencd until the benefits become vested

The hability recognised in the statement of financial position in respect of the defined benefit plan 15 the present value of
the defined benefit obligation at the year end date less the fair value of the plan assets, together with adjustments for
unrecognised past service costs

Profit share schemes
The group recognises provisions (n respect of its profit share schemes when contractually obliged or when there 1s a past
practice that has created a constructive obligation

Share based plans
The group has awarded share options to executives and the group makes equity based awards to executives

Share-based payments are measured at fair value at the date of grant using an appropriate option valuation technique,
which 15 expensed on a straight-ine basis over the vesting penod, based on the group’s estimate of shares that will
eventually vest

Reserves
A descnption of each of the reserves follows

Share premium
This reserve represents the difference between the 1ssue pnce of shares and the nominal value of shares at the date of
Issue, net of related 1ssue costs

Capital redemption
This reserve was created on the cancellation and repayment of the Corporation’s share capital

Share based payments
This reserve represents the fair value cost of share based payments

Own shares
This represents the cost of shares purchased by the ESOT

Caprital reserves
The following are dealt with through this reserve

= Gains and losses on realisation of investments, and
« Changes in farr value investments which are readly convertible to cash

Refamed eamings
Net revenue profits and losses of the Corporation and its subsidianies and the fair value costs of share based payments
which are revenue in nature are dealt with in this reserve

Translatton reserve
This reserve Is used to record exchange differences arising from the translation of the financial statements of foreign
subsidianes
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| Summary of significant accounting policies continued

Leases
Operafing leases

Leases where the lessor retains substantally all the nsks and rewards of ownership are classified as operating leases

Payments made under operating leases, net of incentives received from the lessor, are charged to the income statement on a

straight-ine basis over the penod of the lease

Dividend distribution

Dwdends are recognised when they become legally payable In the case of intenm dividends to equity shareholders, this i1s

when declared by the directors In the case of final dvidends, this 1s when approved

| Total capital gains/(losses) from investments

2012 2011
£000 £000
Realhsed gains based on histoncal cost 19,484 15,837
Amounts recognised as unrealised in previous years (15,138) (20,847}
Reahsed gains/(losses) based on carrying value at previous year end date 4,346 (5.010)
Unrealised gains/(losses) on investments 54,141 (17,291)
58,487 (22,301)
Transfers from revenue 772 126
59,259 (22,175)
| Administrative expenses
2012 2011
£000 £000
Admimstrative expenses include:
Salanes and directors’ fees 9,792 8,733
Saocial secunty costs 1,189 1,046
Other pension costs 701 793
11,682 11,672
Investment management fee 1,208 1,150
Depreciation — property, plant and equipment 149 164
Amortisation — intangible assets 214 76
Operating leases — land and builldings 1,303 1,330
Foreign exchange 14 (30)
Auditors’ remuneration 139 132

Dunng the year, the group employed an average of 115 staff (2011 109) All staff are engaged in the provision of
independent fiduciary services The Corperation has no employees

Details of the terms of the investment management agreement are provided on page 22 of the directors’ report
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Notes to the accounts contnued

| Administrative expenses continued
Administrative expenses charged to capital are transaction costs and foreign exchange differences on the purchase of
investments held at fair value through profit or loss

A more detalled analysis of the auditors’ remuneration on a worldwide basis Is provided below

2012 2014
£000 £000

Audit services

— fees payable to the Corporation’s audrtors for the audit of its financial statements’ 127 122

— audit related regulatory 6 5

Tax services 6 5

Other services - -
139 132

* Including the Corporation £35,000 (2011 £35,000)

These figures da not include fees recevable by the auditors for work undertaken by them in connection with the audits
of special purpose vehicles administered by the group as part of its independent fiduciary services business

A description of the work of the audit committee 1s set out in the corporate governance report on page 26 and includes
an explanation of how auditor objectivity and independence 1s safeguarded when non-audt services are provided by
the auditors

| Remuneration of directors (key management personnel)
The remuneration of the directors, who are the key management persennel of the group compnses the following

2012 201

£ £
Short term benefits including fees in respect of non-executive directors 734,541 723,426
Deferred share bonus scheme 127,122 93,000

861,663 816,426

Details for each individual director are shown in the remuneration report starting on page 30

| Interest
2012 201
£000 £000
Interest iIncome
Interest on bank deposits 24 30
Retumns on money market funds 56 78
Returns on pension scheme (net) 60 338
140 446
Interest payable
Interest on debenture stock 2,450 2,450
Interast (net) (2,310) {2,004)
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| Segmental analysis

Independent
Investment trust fiduclary services Total
31 Decembear 31 December 31 December 31 December 31 December 31 December
2012 2011 2012 2011 2012 201
£000 £000 £000 £000 £000 £000
Revenue
Segment income 14,392 14,126 29,760 30,948 44,152 45,074
Other income 12 76 93 18 105 94
Cost of sales - - (3,761) (4,313) (3,761) (4,313)
Administration costs {1,917} {1,915} (16,721) (16,728} {18,638} (18,643)
12,487 12,287 9,371 9,925 21,858 22,212
Interest {net) {2,534) (2,566) 224 562 (2,310) {2,004)
Return, including profit on ordinary activities
before taxation 9,953 9,721 9,595 10,487 19,548 20,208
Taxation - - {1,753) {1,977) {1,753) (1,977)
Return, including profit attnbutable
to shareholders 9,953 9,721 7,842 8510 17,795 18,231
Revenue return per ordinary share 8.47 827 6.67 725 1514 15 52
Assets 491,643 434,325 24,228 22121 515,871 456,446
Liabilities (54,915} (57,233) (9,092) (8,287) {64,007) (65,520)
Total net assets 436,728 377,092 15,136 13,834 451,864 390,926

The capital element of the Income statement 1s wholly attnbutable to the investment trust Details regarding the segments

are included on page (1) — Group summary and in note 1 — Segment reporting

Indepandent
Investment trust fiduclary services Total
31 December 31 December 31 Decermmber 31 December 31 December 31 December
2012 2011 2012 2011 2012 2011
£000 £000 £000 £000 £000 £000
Other information
Capital expenditure - - 464 446 464 446
Depreciation/amortisation - - 363 240 363 240
| Taxation
2012 201
£000 £000
Taxation based on revenue for the year comprises
UK Corporation tax at 24 5% (2011 26 5%) 1,199 1,340
Adjustments in respect of pror years - 1
1,199 1,341
Overseas tax
Current tax on income for the year 374 383
Total current tax charge 1,573 1,724
Deferred tax 180 253
1,753 1,877
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Notes to the accounts continued

| Taxation continued
Taxation
The charge for the year can be reconciled to the profit per the income statement as follows

2012 2011
£ooo £000
Profit/{loss) before taxation 78,614 {2,190}
Tax on ordinary activities at standard rate 24 5% {2011 26 5%} 19,260 (580}
Effects of
Expenses not deductible for tax purposes 9 10
Higher rates of tax on overseas income 133 83
Non taxable capital (gains)/losses {14,471) 5,935
Tax credit on dividend income (3,248) (3.470)
Adjustment in respect of prior periods - 1
Change In tax rate for deferred tax 70 -
Other differences - @)
1,753 1,977

The group expects that a substantial portion of its future iIncome will continue to be in the form of dividend receipts and
capital gains and losses, which consttute non-taxable income On this basis, the group tax charge 1s expected to remain

significantly different to the standard UK rate

Deferred tax

The following are the major deferred tax habilies and assets recognised by the group and movements therecn dunng

the current and pnor reporting pernod

Deferred tax assets

Accelerated Retrement Other
tax benefit employee
depreciation obligations benefits Total
£000 £000 £000 £000
At 1 January 2011 569 245 57 871
(Charge) to income (24) (229) - (253)
Credit to other comprehensive iIncome - 800 - 800
Foreign exchange (2) - - (2
At 1 January 2012 543 816 57 1,416
(Charge)/credit to income 55 {178) (57) (180)
(Charge) to other comprehensive income - (104) - (104)
Foreign exchange (6) - - (6)
At 31 December 2012 592 534 - 1,126
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8 | Dwvidends on ordinary shares
2012 2011
£000 £000
Dividends on ordinary shares comprise the following
2012 Interim 4 5p (2011 4 5p) 5,291 5,286
2011 Final 9 Op (2010 8 5p) 10,582 9,984
Total for year 15,873 15,270
Proposed final dividend for the year ended 31 December 2012 11,464
The proposed final dvidend 1s subject to approval by shareholders at the annual general meeting and has not been
included as a hability in these financial statements
Set out below 1s the total dividend payable in respect of the financial year, which 1s the basis on which the requirements
of Sections 1158-1159 of the Corporation Tax Act 2010 are constdered
2012 201
£000 £000
2012 intenm 4 5p (2011 4 5p) 5,291 5,286
2012 Final 9 75p (2011 9 0p) 11,464 10,582
16,755 15,868
Cn this basis The Law Debenture Corporation p | ¢ satisfies the requirements of Sections 1158-1159 of the Corporation
Tax Act 2010, as an approved investment trust company
Dividends have been waived in respect of the 518,195 shares owned by the Employee Share Ownership Trust (ESQOT")
(see note 17)
9 | Earnings per share from continuing operations
Revenue return 1s based on profits attributable of £17,795,000 (2011 £18,231,000)
Capital return per share 1s based on net capital gan for the year of £59,066,000 (2011 loss £22,398,000)
Total return per share 1s based on net gain for the year of £76,861,000 {2011 net loss £4,167,000)
The calcutahons of returns per share are based on 117,568,771 (2011 117,459,408) shares, being the weighted average
number of shares in Issue during the year after adjusting for shares owned by the ESOT. In 2012 total, revenue and
capital diluted returns per share were calcutated using 117,648,092 shares (2011 117,544,581 shares), being the diluted
welghted average number of shares in 1ssue assuming exercise of options at less than farr value There were 5,320
(2011 18,110) antidilutive shares
10 | Goodwill
2012 2011
£000 £000
Cost
At 1 January 2,218 221
Foreign exchange (36) 7
At 31 December 2,182 2,218

The goodwill 1s identfiable with separate operating companies (Safecall Limited £1,419,000, and Delaware Corporate
Services Inc  £763,000) At 31 December 2012 the goodwill in relation to the cperating companies was reviewed The
review assessed whether the camying value of goodwill was supported by the net present value of future cash flows
based on management forecasts for 2013, assumed annual growth based on current expectations of 5% and a discount
rate of 5% On this basis the goadwill 1s not censidered to be imparred
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52 Notes to the accounts continuea

11 | Property, plant and equipment

Group
2012 2011
Office Office
Leasehold furniture & Leasehold fumiture &
improvements equipment Total improvements equipment Total
£000 £000 £000 £000 £000 £000
Cost
At 1 January 77 1,319 2,096 777 1,030 1,807
Additions at cost - 89 89 - 289 289
At 31 December 777 1,408 2,185 777 1,319 2,096
Accumulated depreciation
At 1 January 721 1,055 1,776 700 917 1.617
Foreign exchange - 6 6 - (5) (5}
Charge 24 125 149 21 143 164
At 31 December 745 1,186 1,931 721 1,055 1,776
Net book value at 31 December 32 222 254 56 264 320
The Corporation holds no property, plant and equipment
12 | Other intangible assets
Group
Computer Computer
software software
2012 2011
£000 £000
Cost
At 1 January 1,016 859
Additions at cost 375 157
At 31 December 1,391 1,016
Accumulated amortisation
At 1 January 817 741
Foreign exchange (3) -
Charge 214 76
At 31 December 1,028 817
Net book value at 31 December 363 199

The Corporation holds no other intangible assets
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13 | Investments
Investments held at fair value through profit or loss

2012 2011
Listed Unlistad Total Listed Unlisted Total
£000 £000 £000 £000 £000 £000
Group
Opening cost at 1 January 335,739 315 336,054 315,944 265 316,209
Gains at 1 January 86,990 - 86,990 125,128 - 125,128
Opening farr value at 1 January 422,729 315 423,044 441,072 265 441,337
Purchases at cost 48,376 - 48,376 96,458 50 96,508
Cost of acquisition (193) - (193) (225) - (225)
Sales — proceeds {50,143) {50) (50,193} (92,275) - (92.275)
— realised gains on sales 19,484 - 19,484 15,837 - 15,837
Gains/{losses) In the income statement 39,003 - 39,003 (38,138) - (38,138)
Closing fair value at 31 December 479,256 265 479,521 422,729 315 423,044
Closing cost at 31 December 353,263 265 353,528 335,739 315 336,054
Gamns 125,993 - 125,993 86,990 - 86,990
Closing fair value at 31 December 479,256 265 479,521 422,729 315 423,044
2012 20m
Listed Unlisted Total Listed Unlisted Total
£000 £000 £000 £000 £000 £000
Corporation
Opening cost at 1 January 340,837 - 340,837 321042 - 321,042
Gains at 1 January 81,892 - 81,892 120,030 - 120,030
Opening farr value at 1 January 422,729 - 422,729 441072 - 441,072
Purchases at cost 48,376 - 48,376 96,458 - 96,458
Cost of acquisition {193) - (193} (225) - (225)
Sales — proceeds (50,143) - {50,143} (92,275) - {92,275)
- realised gains on sales 19,484 - 19,484 15837 - 15,837
Gains/{losses) in the income statement 39,003 - 39,003 (38,138) - (38,138)
Closing fair value at 31 December 479,256 - 479,256 422,729 - 422,729
Closing cost at 31 December 358,361 - 358,361 340,837 - 340,837
Gains 120,895 - 120,895 81,892 - 81,892
Closing fair value at 31 December 479,256 - 479,256 422,729 - 422,729

Listed investments are all traded on active markets and as defined by IFRS 7 are Level 1 financial instruments As such
they are valued at unadjusted quoted bid pnces
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Notes to the accounts continves

| Investments continued
Investments in subsidiary undertakings — Corporation

2012 2014
£000 £000

Cost
At 1 January 50 50
At 31 December 50 50

The Corporation, or a subsidiary thereof, owns all the issued share capital of the following principal subsidiaries All
subsidiaries are registered in England and Wales unless otherwise stated All of the subsidianes listed below are
included in the consolidated financial statements Other than Law Debenture Finance p | ¢, a group financing company,
all subsidianes are engaged in the provision of independent fiduciary services

T Delaware Corporate Services Inc (incorporated in Delaware)
TL D C Trust Management Limited
T Law Debenture Corporate Services Limited
t Law Debenture Corporate Services Inc (incorporated in New York)
Law Debenture Finance p | ¢
t Law Debenture Governance Services Limited
t |.aw Debenture Guarantee Limited
 Law Debenture Holdings Inc (incorporated in New York)
t Law Debenture Trust (Asta) Limited (incorporated in Hong Kong)
t Law Debenture Trust Company of New York (incorporated in New York)
T Law Debenture Trustees Limited
T Law Debenture Agency Solutions Limited
tLDC (NCS) Limited
t The Law Debenture Corporation (Deutschland) Limited
T The Law Debenture Corporation (H K ) Limited (incorporated in Hong Keng)
T The Law Debenture Intermediary Corporation p | ¢
t The Law Debenture Pension Trust Corporatonp I ¢
T The Law Debenture Trust Corporation p | ¢
T The Law Debenture Trust Corporation {Cayman) Limited {incorporated in the Cayman Islands)
T The Law Debenture Trust Corporation (Channel Islands) Limited (incorporated in Jersey)
¥ Safecall Limited
1 Shares held by a subsidiary

All the above mentioned subsidianes operate in the United Kingdom with the exception of those subsidianes
incorporated overseas, which operate n their country of incorporation
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14 | Trade and other receivables

No allowance has been made durnng the year for the estmated irrecoverable amounts from the sale of services
Allowances are determined by reference to past expenence

15 | Cash and cash equivalents

These compnse cash held at bank by the group, short term bank deposits with an enginal maturity of three months
or less and money market funds with immediate access The carrying amount of these assets approximates to their
fair value

16 | Trade and other payables

Trade and other payables principally compnse amounts outstanding for trade purchases and ongoing costs The average
credit penod taken for trade purchases 1s 30 days

The directors consider that the carrying amount of trade and other payables approximates to their fair value

17 | Called up share capital

012 2011
£000 £000

Allotted, issued and fully pald share capital

Value

As at 1 January 5,905 5,904

Issued in year - 1

As at 31 December 5,905 5,905

Shares

As at 1 January 118,094,577 118,079,737

Issued in year 5,990 14,840

As at 31 December 118,100,567 118,094,577

During the year to 31 December 2012, 5990 shares were allotted under the SAYE Scheme for a total consideration of
£15,516 which includes a prermum of £15,216

Dunng the year, 16,181 options were granted under the Corporation's SAYE scheme At 31 December 2012, options
under the SAYE Scheme and Executive Share Option Scheme exercisable from 2012 to 2016 at prices ranging from
211 50p to 398 50p per share were outstanding in respect of 270,498 ordinary shares (2011 276,102 ordinary shares)
Dunng 2012, 6,055 options lapsed or were cancelled (2011 16,843) and 15,730 (2011 41,550} were exercised

Further details of options outstanding are given in the directors’ report on page 22

Own shares held

2012 2011
£000 £000
Own shares held - cost 1,778 1,684

The own shares held represent the cost of 518,195 (2011 612,527) ordinary shares of 5p each in the Corporation,
acquired by the ESOT in the open market The shares have heen acquired to meet the requirements of the Deferred
Share Plan The dividends relating to the shares have been waived The market value of the shares at 31 December
2012 was £2,202,329 (2011 £2,042,778)
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Notes to the accounts contnued

| Capital reserves
2012 2011
Unrealised Realised Unrealised Realised
appreciation raserves Total appreciation reserves Total
£000 £000 £000 £000 £000 £000
Group
At 1 January 83,009 263,259 346,268 121,244 247 422 368,666
Transfer on disposal of iInvestments {15,138) 15,138 - {20,847) 20,847 -
Net gains/(losses) on investments 54,141 4,346 58,487 {17,291) (5.010) (22,301)
Cost of acquisition (193} - (193) (225) - (225)
Foreign exchange - - - 2 - 2
Transfers from revenue 772 - 772 126 - 126
At 31 December 122,591 282,743 405,334 83,009 263,259 346,268
2012 201
Unrealised Realised Unrealised Realsed
appreclation reserves Total  appreciation reserves Toltal
£000 £000 £000 £000 £000 £000
Corporation
At 1 January 78,273 328,576 406,849 116,508 312,739 429,247
Transfer on disposal of investments {15,138) 15,138 - (20,847) 20,847 -
Net gains/(losses) on investments 54,141 4,346 58,487 {17,291) (5,010} (22,301)
Cost of acquusition (193} - (193} {225) - (225)
Foreign exchange - - - 2 - 2
Transfers to revenue 772 - 772 126 - 126
At 31 December 117,855 348,060 465,915 78,273 328,576 406,849

| Financial instruments

The group's Investment objective 1s to achieve long term capital growth through investing in a diverse portfolio of
investments spread both geographically ang by sector In pursuit of this objective, the group has the power to deploy the
following financial nstruments

= Equities and fixed interest secunties
= Cash, short term investments and deposits, and working capital ansing from the group’s operations
+ Debentures, term loans and bank overdrafts to allow the group to raise finance

+ Denvative transactions to manage any of the nsks ansing from the use of the above instruments

It remains the group’s policy that no trading in denvatives Is undertaken Information in respect of the investment portfchio
1s Included on pages 6 to 11

Capital management

The Corporation I1s not allowed to retain more than 15% of its income from shares and secunties each year and has a
policy to increase dividends However revenue profits are calculated after all expenses. Distnbutions will not be made if
they inhibit the investment strategy The investment strategy of the Corporation is disclosed on page 1 and includes a
celling on effective geanng of 150%, with a typical range of 90% to 120%
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19 | Financial instruments continued

The group and Corporation held the following categonies of financial assets and liabiities at 31 December 2012

57

Group
2012 2011
£000 £000
Assets
Financiai assets held at fair value through profit or loss (designated as such upon initial recognition)
Equity investments 436,946 370,200
Debt investments 42,575 52,844
479,521 423,044
Loans and receivables
Trade and other receivables 4,244 4,940
Cash and cash equivalents 22,201 18,063
26,445 23,003
Total financial assets 505,966 446,047
Liabilities
Financial habilities measured at amortised cost
Loans and payables
Trade and other payables 10,745 11,674
Long term borrowings 39,418 39,391
Total financial habihties 50,163 51,065
Corporation
2012 201
£000 £000
Assets
Financial assets held at fair value through profit or loss (designated as such upon initial recognition)
Equity investments 436,681 369,885
Debt investments 42,575 52,844
479,256 422,729
Loans and receivables
Amounts due from subsidiary undertakings 60,000 60,000
Trade and other receivables 84 182
Cash and cash equivalents 10,339 9,145
70,423 69,327
Total financial assets 549,679 492,056
Liatnlities
Financial iabihities measured at amortised cost
Loans and payables
Amounts owed to subsidiary undertakings 54,016 56,203
Trade and other payables 109 163
Total financial habihties 54,125 56,366
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58 Notes to the accounts continved

19 | Financial instruments continued

The principal nsks facing the group In respect of its financial instruments remain unchanged from 2011 and are

» market price nisk, arising from uncertainty in the future value of financial instruments The board maintains strategy
guidelines whereby nsk 1s spread over a range of investments, the number of holdings normally being hetween 70 and
150 In addrtion, the stock selections and transactions are actively monitored throughout the year by the investment
manager, who reports to the board on a regular basis to review past performance and develop future strategy The
investment portfolio 1s exposed to market price fluctuation if the valuation at 31 December 2012 fell or rose by 10%,
the impact on the group’s total profit or loss for the year would have been £48 0 million (2011 £42 3 million)
Corresponding 10% changes in the valuation of the investment pertfolic on the Corporation’s total profit or loss for the

year would have been the same

- foreign currency nsk, ansing from movements in currency rates applicable to the group's investment in equities and
fixed interest secunties and the net assets of the group’s overseas subsidianes denominated in currencies other than
sterling The group's financial assets denominated in currenctes other than sterling were

2012 201
Net monetary Total currency Net monetary Total currency
Investments assets exposure Investments assets exposure
Em £m £m £m £m £m
Group

US Doltar 26.8 3.7 305 241 33 274
Canadian Dollar 4.7 - 4.7 38 - 38
Euro 241 0.3 244 18 4 04 188
Danish Krone 0.7 - 0.7 - - -
Swedish Krona 21 - 21 18 - 18
Swiss Franc 16 - 116 1o - 110
Hong Kong Dollar - 0.6 06 - 04 04
Japanese Yen 1.9 - 19 15 - 15
719 4.6 765 606 41 647
2012 2011
Net monetary Total currency Met monetary Total currency
Investments assets exposure Invesiments assets exposure
£m Em £€m £m Em £m

Corporation
US Dollar 26.8 0.2 270 241 03 24 4
Canadian Dollar 4.7 - 47 38 - 3g
Euro 241 0.3 24.4 18 4 03 187
Danish Krone 0.7 - 0.7 - - -
Swedish Krona 21 - 21 18 - 18
Swiss Franc 1.6 - 1186 10 - 10
Japanese Yen 19 - 1.9 15 - 15
71.9 05 72.4 60 6 06 612

The hcoldings in the Henderson Japan Capital Growth, Henderson Pacific Capital Growth, Baille Gifford Pacific and
First State Asia Pacific OEICs and Scottish Onental Smaller Companies Trust are denominated in sterling but have
underlying assets in foreign currencies equivalent to £43 2 mullion (2011 £43 3 milion) Investments made in the UK
and overseas have underlying assets and income streams in foreign currencies which cannot be determined and this
has not been included in the sensitivity analysis |f the value of all other currencies at 31 December 2012 rose or fell
by 10% against sterling, the impact on the group’s total profit or loss for the year would have been £11 5 million (2011
£10 4 milion) Corresponding 10% changes in currency alues on the Corporation’s total profit or loss for the year
would have been the same The calculations are based on the investment portfolio at the respective year end dates
and are not representative of the year as a whole
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19 | Financial instruments continued

« hquidity nisk, ansing from any difficulty in realising assets or raising funds to meet commitments associated with any
of the above financial instruments To mintmise this nsk, the board's strategy guidelines only permit investment :n
equities and fixed interest secunties quoted in major financial markets In additton, cash balances and overdraft
facihities are maintained commensurate with likely future setilements The matunty of the group’s existing borrowings 1s
set out in note 20

interest rate risk, ansing from movements in interest rates on borrowing, deposits and short term investments The
board reviews the mix of fixed and flcating rate exposures and ensures that geanng levels are appropnate to the
current and anticipated market environment The group’s interest rate profile at 31 December 2012 was

Group Corporation
Sterling HK Dollars US Dollars Euro Stering US Dollars Eure
£m £m £m £m £m £m £m
Floating rate assets 17.6 06 3.7 03 9.8 02 03
Fixed rate assets
Bonds
SSE 5 75% 05/02/14 24 24
National Gnd 6 125% 15/04/14 5.7 5.7
8.1 8.1
Gilts
UK Treasury 4 5% 07/03/13 19.7 19.7
UK Treasury 2 25% 07/03/14 14.8 14.8
34.5 4.5
Total 42.6 42.6

Woeighted average fixed rate to matunty based on fair value 1 53%

Fixed rate habilties® 394

Weighted average fixed rate 6.125%

*Fixed untl 2034

The group holds cash and cash equivalents on short term bank deposits and money market funds Interest rates tend
to vary with bank base rates The investment portfolio 15 not directly exposed to interest rate nisk

If interest rates dunng the year were 1 0% higher the impact on the group's total profit or loss for the year would have
been £152,000 (2011 £140,000} It 1s assumed that inlerest rates are unlikely to fall below the current level

The Comoration holds cash and cash equivalents on short term bank deposits and money market funds Amounts due
from subsidiary undertakings are for a term of five years and carry interest at a fixed rate Amounts owed to subsidiary
undertakings include £40 million at a fixed rate Interest rates on cash and cash equivalents and amounts due to
subsidiary undertakings at floating rates tend to vary with bank base rates A 1 0% increase in interest rates would
have affected the Corperation's profit or loss for the year by £74,000 (2011 £60,000) The calculations are based on
the balances at the respective year end dates and are not representative of the year as a whole

credit risk, ansing from the falure of another party to perform according to the terms of theirr contract The group
minimises credit nsk through policies which restnct deposits to highly rated financial insttutions and restnct the
maximum exposure to any individual financial institution The group’s maximum exposure to credit nsk ansing from
financial assets 15 £26 4 milhon (2011 £23 0 milllon) The Corporation’'s maximum exposure to credit nsk ansing from
financial assets 1s £70 4 milion (2011 £69 3 million)
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Notes to the accounts contnued

| Financial instruments continued

Trade and other receivables
Trade and other receivables not impaired but past due by the following

Group Corporation

2012 2011 2012 2011

£000 £000 £000 £600

Between 31 and 60 days 623 637 - -

Between 61 and 90 days 273 240 - -

More than 91 days 560 700 23 181

Total 1,456 1,577 23 181
Trade and other payables

Group Corporation

2012 2011 2012 201

£000 £000 EQ00 £000

Due in less than one month 10,237 11,200 109 163

Due in more than cne month 508 474 - -

10,745 11,674 109 163

Fair value
The directors are of the opinion that the fair value of financial assets and habilihes of the group are not matenally different
to therr carrying values, with the exception of the 6 125% guaranteed secured bonds 2034 (see note 20)

| Long term borrowings

Group Corporation
2012 2014 2012 2011
£000 £000 £000 £000
Borrowings are repayable as follows
In more than five years
Secured
6 125% guaranteed secured bonds 2034 39,418 39,391 - -

The 6 125% bonds were 1ssued by Law Debenture Finance pl ¢ and guaranteed by the Corporation The £40 million
nominal tranche, which produced proceeds of £39 1 million, 1s constituted by Trust Deed dated 12 October 1999 and the
Corporation’s guarantee s secured by a floating charge on the undertaking and assets of the Corporation The stock ts
redeemable at its nominal amount on 12 Oclober 2034 Interest 1s payable semi-annually in equal instalments on 12 Apnl
and 12 Cctober in each year

The 6 125% bonds are stated 1n the statement of financial position at book value Restatingthem at a fair value of £47 3
milhon at 31 December 2012 has the effect of decreasing the year end NAV by 6 69p The estimated fair value 1s based
on the redemption yield of the reference gilt (UK Treasury 4 5% 2034) plus a margin denved from the spread of BBB UK
corporate bond yields over UK gilt yields At 31 December 2011 the estimate of fair value was not materally different to
book value
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21 | Contingent liabilities

In order to facilitate the activities of one of its US subsidiaries, a UK subsidiary of the Corporation has provided a
guarantee in the amount of US$50 million

The group 18 also from time to time party to legal proceedings and claims, which anse in the ordinary course of the
independent fiduciary services business The directors do not believe that the outcome of any of the above proceedings
and claims, either individually or in aggregate, will have a matenal adverse effect upon the group’s financial position

The Corporation has provided a guarantee to a subsidiary undertaking in respect of the ongoing habilities of the group
defined benefit pension scheme (see note 23) The Corporation has provided surety for the lease of the group's main
property which is heid by a subsidiary undertaking The annual rental 1s currently £907,000 and its full term ends in 2020

22 | Lease commitments
At the year end date, the group had outstanding commitments for future mimimum lease payments under non-cancellable
operating leases, which fall due as follows

2012 2011

£000 £000

Less than one year 1,306 1,262
Two to five years 4,776 4,738
More than five years 2,302 3,243
8,384 9,243

Lease payments represent rentals payable by the group for its office properties The lease for the main property was
negotiated for a term of 16 years and rentals are fixed for an average of five years

23 | Pension commitments

The group operates a funded, defined benefit pension plan (‘The Law Debenture Pension Plan') with pension benefits
related to final pensionable pay The assets of the plan are held in a separate trustee administered fund

Actuanal gains and losses are recognised in full in the peniod in which they occur The liability recognised in the
statement of financral position represents the present value of the defined benefit cbligation, as reduced by the farr value
of plan assets The cost of providing benefits 1s determined using the Projected Unit Credit Method

At 31 December 2012, the expected rate of return on assets 1s 5 5% pa (2011 5§ 5% pa) This rate 1s denved by taking
the weighted average of the long term expected rate of return on each of the asset classes that the plan was invested in
at 31 December 2012

The estimated employer and employee contnbutions expected to be paid to the plan during 201315 £1 3 millon The next
tnennial actuanal valuation 15 due as at 31 December 2014
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Notes to the accounts contnued

| Pension commitments continued

The major assumptions in the 31 December 2012 disclosure under IAS19 are shown below and are applied to
membership data supplied at that date This shows the net pension assets and liabilities

2012 20M
./I %
Principal actuanal assumptions
Censumer Price Inflation 24 25
Discount rate 4.6 49
5% limited RPI pension increases in payment 3.0 31
General salary increases 4.7 47
Expected return on assets 5.5 55
Years Years
Life expectancy of male aged 65 in 2012 23.6 233
Life expectancy of male aged 65 n 2031 254 263
2012 2011
£000 £000
Present value of defined benefit obhigation 38,292 35,906
Fair value of plan assets (36,065) (32,768)
Deficit 1n statement of financial position 2,227 3,138
2012 20m
£000 £000
The amounts recognised 1n profit or loss are as follows
Employer's part of current service cost 438 426
interest cost 1,750 1,767
Expected return on plan assets (1,810) (2,105)
Total expense recognised In profit or loss 378 88
2012 2011
Allocation % £000  Allocation % £000
The current allocation of plan assets 1s as follows:
Equities 64 23,142 60 19,736
Bonds 10 3,609 10 3,165
Gilts 24 8,536 28 9,126
Pensioner annuities 2 688 2 626
Other - 90 - 116
Total 100 36,065 100 32,768
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23 | Pension commitments continued

2012 2011
£000 £000
Reconciliation of present value of defined benefit obligation
At 1 January 35,906 33,525
Employer's part of current service cost 438 426
Interest cost 1,750 1,767
Contnbutions by plan participants 74 78
Actuarial losses 1,004 994
Benefits paid (880) (884)
At 31 December 38,292 35,906
2012 201
£000 £000
Reconcihation of fair value of plan assets
At 1 January 32,768 32,649
Expected return cn plan assets 1,810 2,105
Actuanal gamns/(losses) 1,340 (2,151)
Centributions by the employer 953 971
Contrnibutions by plan parhcipants 74 78
Benefits paid (880) (884)
At 31 December 36,065 32,768
2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Principal actuanal assumptions
Present value of defined benefit obligation 38,292 35,906 33,525 30,717 29,244
Fair value of plan assets (36,065) (32,768) (32,649) (28,789) (23,766)
Deficit 2,227 3,138 876 1,928 5,478
Expenence adjustments on plan assets
Amount of gain/(loss) 1,340 (2,1561) 1,734 3,083 (5,351)
Percentage of plan assets 4% (7%) 5% 1% {23%)
Expenence adjustments on plan habilities
Amount of gain/(loss) 169 (127) (61) 691 7
Percentage of the present value of the plan liabilities - - - 2% -
Amount to be recognised immediately
in comprehensive Income
Actuanal gans/{losses) 336 (3,145) 283 2,279 (6,032)
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64 Notes to the accounts contnued

24 | Share based payments

The group operated a share option scheme for the executive director and senior members of staff The scheme was
discontinued in 2005

Details of the share ophions outstanding were

2012 2011
Weighted Weighted

average average

Number of price Number of price

share options Pence share options Pence

Cutstanding at 1 January 9,740 228.20 36,450 210 07
Exercised during the year (9,740) 223 20 (26,710) 366 32
Outstanding at 31 December - - 9,740 228 20
Exercisable at 31 December - - 9,740 228 20
2012 2011

Pence Pence

Weighted average share price at date of exercise 378.62 366 32

Dunng the year the Deferred Share Plan made awards in respect of 166,869 shares The shares were acquired in the
market with a cost of £659,486 and will be released to executives in March 2015 The shares are held in the ESOT. The
cost of the shares 1s being charged to the income statement over the vesting period The charge in 2012 was £489,000
(2011 £559,000)

The charge in the income statement in respect of share options was £nil (2011 £l

25 | Related party transactions

Group
Transactions between the Corporation and its subsidianes, which are related parties, have been eliminated on
consolidation

Corporation
The related party transactions between the Corporation and its wholly owned subsidiary undertakings are summansed
as follows
2012 2011
£000 £000
Dividends from subsidianes 1,950 1,850
Interest on intercompany balances charged by subsidianes 2,654 2,647
Management charges from subsidianes 400 400
Interest on intercompany balances charged to subsidianes 4,950 4,950

The key management personnel are the directors of the Corporation, detatils of their compensation are included in note 4
to the accounts and in paragraphs 9 to 13 of the remuneration report on pages 34 and 35
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Investment trust status

The Corporation carnes on business as an investment
trust company as defined in Sections 1158-1159 of the
Corporation Tax Act 2010 The directors will endeavour
to conduct its affairs so as to enable it to maintain HM
Revenue & Customs approval of the Corporation’s
status in this respect So far as the directors are aware,
the close company provisions of the Income and
Corporation Taxes Act 1988 do not apply to the
Corporation

Capital gains tax

For shareholders who have purchased their shares
through a share savings scheme on a monthly basis
and who wish to apply HM Revenue & Customs'
optional basis of valuing holdings as if they had all been
purchased in July, guidance notes have been prepared
by the AIC and are available from the company
secretary on request

Company share information

Information about the Corporation can be found on its
web site http /lwww.lawdeb com The market price of
its ordinary shares 1s published daily in a number of
newspapers

Individual savings account ('ISA)

For investors seeking a tax efficient method of investing
in the shares of the Corporation The Plan Manager 1s
National Westminster Bank Plc and can be contacted at

National Westminster Bank Plc
Client Investment Operations
Premier Place

2% Devonshire Square

London EC2M 4BA

Telephone — 0845 601 5600
References to services provided by members of the
Royal Bank of Scotland Group have been approved by

National Westminster Bank Plc, which 1s authonsed and
regulated by the FSA

www lawdeb com

Shareholder information 65

Registrars

Our regsstrars, Computershare Investor Services PLC,
operate a dedicated telephone service for Law Debenture
shareholders — 0870 707 1128 Shareholders can use this
number to access holding batances, dividend payment
details, share price data, or to request that a form be sent
to therr registered address

Share dealing

Computershare Investor Services PLC offers
shareholders a share dealing service via the intemet or by
telephone, details of which are as follows

Internet —
www.computershare.com/sharedealingcentre

Telephone — 0870 703 0084

Commussion for the internet service 1s 1% with a
minimum charge of £30 and 1% for the telephone
service, plus £35

The service I1s availlable only to those shareholders who
hold their shares on the register and 1s not available to
those who hold therr shares via a nominee

Shareholders using the intemet service will need their
Shareholder Reference Number (SRN) and post code to
complete therr trade The SRN can be found printed on
your proxy card

The share dealing service is controlled and operated by
Computershare [nvestor Services PLC and the
Corporation i1s not responsible or hable for anything
ansing from a shareholder's decision to use the service
The Corporation 1s not acting as an introducer for the
share dealing service and receives no financial benefit,
either from making shareholders aware of the service or
from any share deals conducted by shareholders who
use the service
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Financial calendar

Dividend and interest payments

Ordinary shares
Intenm announced July

Final announced
February/March

6 125% guaranteed
secured notes

Group results
First Quarter
Intenm Statement

Half year resulis

Third Quarter
Intenim Statement

Full year results

Report and accounts
Annual general meeting

Factsheets

Paid September

Pad April

Paid April and October

Announced in Apnil

Announced In July

Announced in October

Announced In
February/March

Published in March
Held in Londen in Apnl

Published monthly on the
Corporation's website

The Law Debenture Corporation p |l ¢

Payment methods for dividends

Diwvidends and interest can be paid to sharegholders by
means of BACS Mandate forms for this purpose are
avallable on request from the Corporation’s Registrars
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Notice of annual general meeting 67

Notice of annual general meeting
NOTICE IS HEREBY GIVEN that the 123rd annual general meeting of the Corporation will be held on 10 Apnl 2013
at 11.00am at the Brewers Hall, Aldermanbury Square, London EC2V 7HR for the following purposes.

Ordinary business

1. To receive the report of the directors and the audited accounts for the year ended 31 December 2012,

2. To receive and approve the directors’ remuneration report for the year ended 31 December 2012

3. To declare a final dividend of 9.75p per share in respect of the year ended 31 December 2012,

4. To re-elect Carcline Banszky as a director

5 To re-elect John Kay as a director

6. To re-elect Chrnistopher Smith as a director

7. To re-elect Robert Laing as a director.

8. To elect Mark Bridgeman as a director,

9. To re-appoint BDO LLP as auditors of the Corporation to hold office until the conclusion of the next general
meeting at which accounts are lald and to authorise the directors to determine their remuneration.

Special business

To consider and, if thought fit, to pass the following resolutions which will be proposed as special resolutions

10. General authority to buy back shares
THAT the Corporation be and 1s generally and unconditionally authonsed in accordance with sections 693 and 701
of the Companies Act 2006 (the ‘Act’) to make market purchases (within the meaning of section 693(4) of the Act)
of any of its 1ssued ordinary shares of 5p each in the capital of the Corporation, in such manner and upon such
terms as the directors of the Corporation may from time to time determine, PROVIDED ALWAYS THAT

{a) the maximum number hereby authornsed to be purchased shall be imited to 17,703,415 shares, or if less, that
number of shares which 1s equal to 14 98% of the Corporation’s 1ssued share capital as at the date of the
passing of this resolution,

(b) the mimimum price which may be paid for a share shall be 5p,

(¢} the maximum pnce which may be paid for a share shall be an amount equal to 105% of the average of the
middle market quotations {as derived from the London Stock Exchange Daily Official List} for the shares for the
five business days immediately preceding the day on which the share 1s purchased,

{d) unless previously revoked, renewed or vaned, the authonty hereby conferred shall expire on the date of the
Corporation’s next annual general meeting provided that a contract of purchase may be made before such
expiry which will or may be executed wholly or partly thereafter, and a purchase of Shares may be made In
pursuance of any such contract

www lawdeb com The Law Debenture Corporation pl ¢



68

Notice of annual general meeting contnues

1.

12

13.

General authonty to allot shares
THAT

(a) the directors be generally and unconditionally authonsed pursuant to and in accordance with section 551 of the
Act to exercise for the penod ending on the date of the Corporation's next annual general meeting, all the
powers of the Corporation to allot shares in the Cerporation or to grant nghts to subscnbe for or to convert any
secunty into shares in the Corporation up to an aggregate norninal amount (within the meaning of sections
551(3) and (6) of the Act) of £295,253,

{b) the Corporation may duning such pernod make offers or agreements which would or might require the making of
alletments of equity secunties or relevant sacunties as the case may be after the expiry of such penod

Disapplication of statutory pre-emption rights
THAT

{a) in exercise of the authonity given to the directors by resolution 11 above, the directors be empowered pursuant
to section 570 of the Act to allot shares or grant nghts to subscnbe for or to convert any secunty into shares in
the Corporation for the penod ending on the date of the Corporation’s next annual general mesting wholly for
cash generally up to an aggregate nominal amount of £295,253 as if section 561 of the Act did not apply to
such allotment, provided always that no more than 7 5% of the 1ssued share capital shall be 1ssued on a non
pre-emptive basis within any three year penod,

(b) the Corporation may duning such period make offers or agreements which would or might require the making of
allotments of equity secunties or relevant secunties as the case may be after the expiry of such penod

Authority to convene a general meeting — notice
THAT a general meeting of the Corporation, other than an annual general mesting, may be called on not less than
14 clear days’ notice

By order of the board

Reqgistered office

Law Debenture Corporate Services Limited Fifth Floor
Secretary 100 Wood Street
1 March 2013 London EC2V 7EX

Registered No 30397
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Notes to the notice of annual general meeting

1. A member who holds ordinary shares on the register of members and 1s entitted to attend and vote at this meeting
15 entitled to appoint one or more proxies to attend and, on a poll, to vote tn his or her place (or In the case of a
corporation, to appoint one or more corporate representatives who may exercise on its behalf all of ts powers as
a member) A proxy need not be a member of the Corporatton Proxy rights do not apply to nominated persons
although the nominated person may have a nght under an agreement with the registered member to appoint a
proxy In addition to instructing a proxy to vote for or against a resolution, the form enables shareholders to
instruct a ‘'vote withheld' if prefaerred A vote withheld 1s not a vete 1n law and will not be counted n the calculation
of votes It may be used, for example, to convey a message of dissatisfaction on a particular 1ssue, where the
strength of feeling 15 not so great as to oppose the resolution, but supporting it 15 not appropriate either

2. Shareholders who hold shares on the register of members (as opposed to holding them in a nominee) will find
enclosed a form of proxy for use at the meeting To be vald, forms of proxy must be lodged electronically by
accessing www investorcentre co uk/eproxy, or by post at the office of the Corporation’s registrar, Computershare
Investor Services PLC, Bristol BS99 62Y CREST members can register votes electronically by using the service
provided by Euroclear Proxies must be received not less than 48 hours before the time appointed for the holding
of the meeting This i1s also the voting record date by which a person must be entered on the register in order to
have a nght to attend and vote at the meeting Lodgement of a form of proxy will not prevent a member from
attending and voting in persen

3. The register of directars’ interests will be available for inspection at the registered office of the Corporation duning
normal business hours and at the annual general meeting No director has a service contract with the Corporation
of more than cne year's duration

4. Subject to the dividend on the ordinary shares now recommended being approved at the annual general meeting,
dividend payments will be made on 18 Apnl 2013 to shareholders on the register on the record date on 22 March
2013

5. Resolution 2 1s to receive and approve the directors' remuneration report for the year ended 31 December 2012
The remuneration report 15 set out at pages 30 to 35 of the annual report of the Corporation

6. Resolution 4 Caroline Banszky offers herself for re-election The board supports her re-election She continues
to be a very effective managing director, improving profitabiity of the independent fiduciary services business and
thus enhancing shareholder value Her biography 1s included on page 12 of the annual report

7. Resclution 5 Professor John Kay offers himself for re-etection The board supports his re-elechon He provides a
valuable insight into economic events and trends His biography 1s included on page 12 of the annual report

8 Resclution 6: Chnstopher Smith offers himself for re-elechon The board supports his re-election He brings a
wealth of corporate finance experience to the board along with a thorough knowledge of the investment trust
sector and regulatory matters and 1s an effective audit commuttee chairman He also chairs with skill the board of
the prnincipal holding company far the independent fiduciary services businesses His biography 1s included on
page 12 of the annual report

9 Resolution 7 Robert Laing offers himself for re-election The board supports his elecion The board believes that
its effectiveness 1s greatly enhanced by having a non-executive director with a legal background and expenence of
one or mere of the fiduciary services sectors where Law Debenture operates Robert Laing matches this
requirement His biography 15 included on page 12 of the annual report

10. Resolution 8 Mark Bridgeman offers himself for election The board supperts his election Following the
retirement of Douglas McDougall, the board beleves that it 1s essential to appoint a non-executive director with
fund management experience Mark Bridgeman 1s an expenenced fund manager He spent 19 years with
Schroder plc as an analyst and then fund manager, nsing to become Global Head of Research Previous roles at
Schroders included Head of Pan Eurcpean Research, Head of Global Sector Research and Emerging Markets
Fund Manager He now manages a rural estate and farming business in Northumberand He 1s a non-executive
director of JP Morgan Brazil Investment Trust, The Eastern European Trust plc and North East Finance (Holdco)
Limited He is also on the boards of two charities
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Notes to the notice of annual general meeting contiues

11 Resolution 9 s to re-appoint BDO LLP as the Corporation’s auditors BDO LLP were first appointed on
31 October 2008

12. Special resolution 10 renews the autharity given te directors at the last annual general meeting to purchase
ordinary shares in the market for cancellation Such purchases at appropnate times and prices could be a suitable
method of enhancing shareholder value and would be applied within guidelines set from time to tme by the board
It should be noted that no such purchases would be undertaken If shares were trading at a premium to net asset
value

13. Special resolution 11 renews the authority given to directors at the last annual general meeting to aliot unissued
capital not exceeding 5,905,075 shares, being 5% of the 1ssued share capital This authonty I1s sought principally
to allow the directers to satisfy demand far shares from participants in the Save as You Earn Scheme and would
be exercised only at imes when it would be advantageous to the Corporation’s shareholders to do so Shares
would not be 1ssued under this authonty at a price lower than market price or net asset value at the time of the
issue If approved, the authonty will continue to operate until the next annual general meeting

14. Special resolution 12 1s proposed because the directors consider that in order to allot shares in the
circumstances described In resolution 11 1t 1S In the best interests of the Corporation and its shareholders to allot a
maximum of 5,905,075 shares other than on a pre-emptive basis The board would not, however, 1ssue mere than
7 5% of the 1ssued share capital on a non-pre-emptive basis within any three year penod

15. Special resolution 13 seeks authonty to convene a general meeting (but not the annual general meeting) by
giving not less than 14 clear days' notice While the directors have no current intention to call a general meeting in
the year ahead, circumstances might anse when such a meeting might become necessary and the directors deem
it in the best interest of shareholders that it be held as quickly as possible Such ctrcumstances might include, for
example, a decision to make a significant amendment to the investment strategy (shareholder approval for such a
change being a regulatory stipulation)

16 Meeting notice requirements — the Corporation 1s required under the Act to make a number of additional
disclosures as follows The Corporation’s website — www lawdeb com/investment-trustinvestor-information —
contains a copy of this notice, which includes the current total voting nghts, as set out below Should the required
number of members requisition the Corporation to publish any statement abcut the audit or related matters that
the relevant members propose to raise at the AGM (in accordance with section 527 of the Act), this would be
published at the Corporation’s expense on the website and forwarded 1o the auditor Similarly, any shareholder
statements, resolutions and matters of business connected with the meeting received after publication of this
notice will be published on the website subject to comphance by the submitting party with the Act At the AGM, the
Corporation will cause to be answered any question relating to the business being dealt with at the meeting put
by a shareholder in attendance

Total voting rnights and share information

The Corporation has an i1ssued share capital at 1 March 2013 of 118,101,503 ordinary shares with voting nghts and no
restnctions and no special nghts with regard to control of the Corporation There are no other classes of share capital
and none of the Corporation’s issued shares are held in treasury Therefore the total number of voting nghts in The
Law Debenture Corporation p |l ¢ 1s 118,101,503
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AGM Venue

Brewers Hall
Aldermanbury Square
London EC2V 7THR

6RAPHIC REMOVED

RAILWAY

Maun line stations within one mile include

Holborn Viaduct, Blackfrnars, Cannon Street,
London Bndge, Fenchurch Street, Farnngdon and
Liverpool Street

Main line stations within two miles are
Charing Cross, Waterloo, King's Cross, St Pancras
and Euston

UNDERGROUND

Moorgate {Circle, Metropolitan, Hammersmith
& City, Thames Link)

Bank (Central, Northern, Waterloo & City)
Monument (Circle, District, Docklands)

St Paul’s (Central)

BUSES

From Cheapside the 501 service connects London Bridge
and Waterloo via Holborn, frem Moorgate the 43 and 133
buses go to Liverpool Street, from London Wall the 172
goes to Blackfnars

PARKING

There 1s hmited meter parking in business hours near the
hall Underground parking 1s avallable beneath London
Wall, entrance being by the corner of Coleman Street and
on the North side of London Wall immediately before
Bastion House There is multi-storey parking in Aldersgate
Street just North of the intersection with London Wall
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