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WELCOME

Welcome to the Hansa Trust PLC Annual Report for the year to
31 March 2019.

Your Company has had a good year with a further increase in the net
asset value despite the political and economic turmoil both closer to
home in the UK and further afield.

'] would also like to take this opportunity, on behalf of the Board, to
invite you to the Company’s Annual General Meeting at 1.00pm on

29 July 2019 at The Washington Mayfair Hotel in London. We value the
feedback we receive from all shareholders and look forward to meeting
you at the AGM.

Yours smcerely
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[\THIS DOCUMENT IS IMPORTANT and if you are a holder of Ordinary shares it requires your immediate attention. If you are

in‘doubt as to the action you should take or the contents of this document, you should seek advice from an independent

¢ financial advisor, authorised under the Financial Services and Markets Act 2000 if in the UK, or other appropriately authorised

(f nancial advisor if outside of the UK. If you have sold or transferred your Ordinary shares in the Company, you should send this

i document and any accompanying Form of Proxy, immediately to the purchaser or transferee, or to the stockbroker, bank or
other agent through whom the sale or transfer was effected for onward transmission as soon as practicable.

~COMPANY REGISTRATION AND NUMBER: The Company is registered in England & Wales under company number 00126107.
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It is the goa! of the Company to make money for shareholders on a long-term basis (five years). The Board
monitors the five year NAV returns as the primary achievement of the Company's goal.

DIVIDEND PAYMENTS FOR YEAR TO END MARCH (PENCE PER SHARE)
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The Dividend Policy can be found on page 15 of this Annual Report and on the Company's website. it can be
summarised as the declaration at the beginning of the year of two equal dividends, one paid in November and
the other in May.

FIVE YEAR NAV AND SHARE PRICE TOTAL RETURN
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STRATEGIC REPORT

Chairman’s Report to the
Shareholders

ALEX HAMMOND-CHAMBERS

Chairman

'lT he Strategic Report has been prepared in accordan&e with LONG-TERM RETURNS: THE GREAT BULL MARKET
requ:rements of The Companies Act 2006 and incorporates (2009 TO 2019 AND STILL RUNNING)

’the Chairman’s Report to the Shareholders, the majority of The Net Asset Value (total return):  Tenyears: + 157.3%
the former Directors’ Report and elements from the Directors’ : Five Years: + 25.5%

Remuneration Report. Shareholders entrust the Board and the investment manager to

earn good returns over the long-term. We usually use five years
for determining whether it has been achieved and we compare
the returns against our three key performance indicators
("KPIs") — being the returns on UK government stocks,

inflation and a world equity index. The Board is accountable

to shareholders for achieving those returns and so that is what
this statement focuses on. Alec Letchfield’s Portfolio Manager's
Report focuses on the year's returns and the circumstances
surrounding them.

We have enjoyed a quite extraordinarily extended bull market
over the last ten years, the start of which heralded the end of
the equity bear market brought about by the 2007/09 financial -
crisis. We thought it might be interesting to look back over
these last ten years (as well as the last five years), putting in
perspective what has happened.

America’s S&P 500 Composite Index, has led the way, having
increased over the past ten years at the rate of 13.5% per annum
— driven by rising profits (accounting for 12.5% of the increase)
‘and by an increase in the valuation of the Index (accounting for -
1% of the increase). However, after the payment of dividends,
the Index has risen by circa 16% per annum (¢. 17% in Sterling
terms). These are, by most historical standards, extraordinary
returns and reflect the very favourable conditions equity markets
have enjoyed over the period, boosted by very easy monetary
conditions and rising corporate profits, in turn driven importantly
by rising corporate profit margins.

Ten Years to March 2019 Sterling Return
USA (S&P Comp) 17.0% p.a.
UK'(FTSE A-s) 11.1% p.a.

World (MSCI World) 13.5% p.a.
Brazil (BOVESPA) " 4.3% p.a.
Returns from other parts of the developed world have tended

not to match those in America (they don’t have the large tech
companies which have so driven American equity market
values) but even so they have benefited from much the same
influences - rising profits and price earnings ratios. As the table

~A

Qiﬁ)a

Hansa Trust PLC Annual Report 2019



SHELIpIN

S ISIYY 2 MR

reflects, in the case of Brazil, the equity markets of emerging
markets haven't fared as well, bogged down by politics,
commodity and currency weaknesses.

it has been — and may continue to be — a golden age for
equities driven by the benefits globalisation has brought
upon corporations and the profits they have earned. While
there is concern amongst investors about valuation levels,
the fact remains that equity markets have been driven

up by rising corporate profits, with valuations not hugely
higher than they were ten years ago. That may or may not
provide some protection to markets in the event of any
untoward developments.

OVER THE PAST FIVE YEARS

The statistics in the table below are the ones that the Board of
Directors focuses on in assessing the progress of the Company.
First and foremost, as we aim to do, we continue to produce
positive total returns over five year periods, as seen below.

18
16

02009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
The next table shows the raw statistics for the last five years:

Capital Total
31Mar 14 31 Mar19 Return Return
NAV per share 1,197.4p 1,405.6p +17.4% +25.5%
NAV per share (excl. OWHL) 770.7p  969.1p +25.7%
OWHL per Hansa Trust share 4267p 436.5p +2.3%
KPis
FTSE UK Gilts All Stocks +30.7%
TR Index
UK CPl Inflation +7.3%
MSCI ACWI NR (GBP) 109.7 192.5 +75.5%
Share Prices Ord Shs 879.3p 977.5p +11.2% +21.9%
‘A’ Ord shs 877.5p 975.0p +11.1% +22.1%
Discounts  Ord Shs -266% -30.5%
‘A’ Ord shs -26.7% -30.6%

L. )
It was just over five years ago that we adjusted the portfolio 2
by coming out of our holdings in big blue chip UK companies E
and focusing our international exposure rather more sharply :
in certain selected funds. It took us a year or so to change the 3
portfolio, so that in a year’s time we will make our first five
year assessment of the new portfolio. As the table shows, our T’“‘
progress has been hindered by the returns from our strategic ;f_ E‘
holding in Ocean Wilsons, albeit its Brazilian subsidiary has i::
continued to build its business and the politics of Brazil look g z
somewhat more promising now than they have at any time in M 1

g

the last five years.

Shareholders will be aware that we have embarked upon

a course of building investor awareness of the Hansa Trust
story, as part of our programme to reduce the discount from
its relatively high levels. While there are now a number of
new shareholders on board, it will take time to build sufficient
buying to bring the discount down. The key to success will be
the returns we earn.

THE 2019 ANNUAL GENERAL MEETING
To be held at 1.00pm on Monday 29 July at the Washington
Mayfair Hotel, Curzon Street, London.

i
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The agenda for the Annual General Meeting consists of the
normal proposals for shareholders. We always have an excellent
turnout at our AGMs and | do encourage all shareholders who
can attend to come and join us. We receive plenty of questions,
comments and advice at the meetings, all of which are recorded
and subsequently discussed by the Directors.

Shareholders may note that there is no proposal for a final
dividend, which is because the two equal interim dividend
payments for the year of 8p each, totalling 16p (the same as
last year) have already been announced and paid.

While the Annual Report and the Annual General Meeting
each year serve the purpose of providing information about
the Company and its progress, | do encourage shareholders
1o stay in touch with their investment by visiting the website
(www.hansatrust.com) from time to time. It contains a lot
of information and updates occurring during the course

of the year and helps, | believe, give shareholders an extra
understanding of the progress of the Company.

At the Annual General Meeting, the Board will present
a resolution to shareholders to appoint PricewaterhouseCoopers
LLP ("PwC") as the Company’s Auditor. Regulation now

Hansa Trust PLC Annual Report 2019 3



STRATEGIC REPORT

Chairman’s Report to the Shareholders

Continued

provides that there has to be rotation of Auditor every ten years,
§NhiCh means that Grant Thornton must stand down as Auditor.
On behalf of shareholders | would like to thank the firm for its
yvork over many years, work that is essential to the confidence
of shareholders in the Company’s business

PACKAGED RETAIL INVESTMENT AND lNSURANCE BASED
PRODUCTS ("PRIIP")

Inan attempt to provide would-be investors with information
bbout potential investment funds, the FCA has determined
'each such fund and each class of share in such fund should
provide a “Key Investment Document” ("KID"). This provides
;investors with certain basic investment information to

help him/her make an informed decision about making an
mvestment Unfortunately, thé FCA-defined method behind
the production of the numbers has attracted a certain amount
of controversy, because the numbers produced don't always
appear logical. In looking at our two KIDs (one for each

class of our shares), we would suggest that shareholders/
mvestors scrutinise a broad range of information about Hansa
LTrust |nclud_r_ng’th3tveosted on’ourwebsite in making any
assessment.aboit Hansa Trust as an investment.

DOMICILE

The Board announced at the erlg 162018 that it was

considering re\ *domiciling the Company 1o an alternative

Junsdlc‘uonoThe Bo}ard hras cfo,nsulted with shareholders and

belteves there»lls \broad supportior -this approach The Company

has contrnued 1o Work with ifs-advisers to form a proposal to be
N\ N Pre s

put to shareholders and amupdate |s'exp_§cted to be released

over the&comlng Wweeks. C o™

PROSPE’CT& \‘\\

o -

Instead of-trying to assess the.potential |mpa

A LY NSy S
matters tha,t 3@ect]frpanlcral Lnarlggts (whuch I v_a‘lways, jone
in the past and of which;weare all \Tgry dnc rtain);-|-Would like
A //A\H(* 1 A _..///:1(
to dwelhorytwo aspects fithe Companys prospects’ wherever

oy Ll Ly Sndeffoct S

do@gled) the polm \al d\ynamrc‘of caprta|r§ n feffect on
rnvestrng/and the unusual (even unrque mayb n

2at is Hansa Trust\Pl \}j \ Q

The polrtrlcs of caprtalrsm is changmg, Qot necessanly in f@/our\
of equrty mveitprsxAt the end of thé,1970s, Margaret Tha\tcher
and Ronald- Reagan becamed {he leaders of the UK and-USA and

y
g

g

has lasted.ever since- The new polrtlcs promoted fre”e'?ade

and globalisation and the global economy took off. However,
the 2007/09 financial crisis has subsequently provoked political
doubts about capitalism and its siblings, free trade and
globalisation and whether it serves the few rather than the
many. Over the last 40 or so years investors have forgotten that
politics sets the economic agenda and thence outcome.

The role of companies within our societies is now undergoing
great scrutiny and change. To begin with, corporate

governance is no longer just about looking after the interests of
shareholders but rather about regulatory compliance ("G") and
promoting the interests of other stakeholders, including the
community and the environment (“E") and customers/clients
and those who work for the company (“S“) (a.k.a. ESG). And,

| venture to say, the taxes companies pay. There is a cost to all of
this; it will probably result in a secular decline in profit margins.

Although over 90% of our investments are outside the UK,

I should comment on the political chaos (as | write) within

the UK. Brexit has divided our country, bitterly it seems, into
Remainers and Leavers — replacing, for the moment at least,
the political rivalry between Conservatives and Labour. It is not
that losing preferential trading rights with the European Union
will necessarily do unmanageable damage to the wider UK
economy, but rather the extraordinary political uncertainty that
the inept management of Brexit has created. We have no idea
whether we are going to live and work in a largely capitalist

or an extremely socialist (some say bordering on communist)
economy. That's pretty fundamental to investing.

This change in the politics of capitalism, the electoral chaos
now at large in many democratic developed countries,

the technologies’ revolutions and the ever growing global

debt mountain is making it difficult to assess the long-term
environment that long-term investors invest within. Uncertainty,

\of course, creates opportunity, but opportunity whilst sailing in

stormy.waters. In an uncertain investment environment where
return of capital is as important as return on capital, investing

/
estment rust\..._ln well managed companies will provide the best long-term

protection as well as the best long-term returns.

Having indulged in cold shower rhetoric, | would like to be
really rather optimistic about the long-term prospects for
Hansa Trust. UK investment trust companies are unusual

a good fiscal environment in which to operate and a tradition

N ')
mstrgated a global revolutlon |h the pohtrcs of.capitalism. vx//hrch}jnvestment vehicles in the context of global investing, having .

QO =
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of sound, long-term, closed end portfolio management.

Yes, the management of closed end portfolios has important
differences with open ended portfolios and particularly

lends itself to the management of portfolios of unusual,
often illiquid investments. In constructing and managing the
portfolio of Hansa Trust, we have sought to provide you with
exposure to interesting and exciting investments you could
not readily make on your own account. The large investment
in Ocean Wilsons, with its excellently managed Brazilian
subsidiary, Ocean Wilsons (c. 30% of our net asset value),
the portfolio of unusual and interesting funds (c. 50%) and
the rather smaller portfolio of growth opportunities globally
(c. 20%) - constitutes something different and unusual for
those investors looking for an alternative to the portfolios

of run-of-the-mill, index listed companies (not that such
investments won't be profitable, they may well be).

In choosing an investment company or a fund to invest in

there are two fundamental considerations: investment area
(geography or sector) and management. | have commented on
where Hansa Trust invests. | would like to comment on the team
behind it. Starting with the top, the Board of Directors, | have
been lucky enough to work for the benefit of shareholders

over the last 17 or so years with excellent colleagues who have
worked well as a team to set a high standard of governance

(by which | emphasise commitment and leadership as opposed

to the box-ticking compliance). The investment management
team, led by William Salomon and Alec Letchfield, does an
excellent job of thinking about what we are trying to achieve
over the long-term and what investments might achieve that.
They are thoughtful and decisive investors in an era dominated
by the seduction of shorter-term investment trends. And, finally :
I would like to commend Stephen Thomas and his team who
manage the administrative side of the business so efficiently

and effectively, no small undertaking as the stranglehold of |
triffid like regulation encompasses all that we do. To all of them !
on behalf of all of us shareholders - a big thank you. :

It is an excellent team; the portfolio is unusual and exciting.
These are the two essential ingredients for long-term success,
which | am quite sure we shareholders will enjoy.

Alex Hammond-Chambers
Chairman
20 June 2019 7

I would draw shareholders’ attention to the Glossary of Terms which can be found 1
at the end of this annual report. | hope it is helpful in understanding a business
ever more complicated by regulation and jargon.

Hansa Trust PLC Annual Report 2019 5
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STRATEGIC REPORT

The Board

of Directors
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The Directors who
served during the year
to 31 March 2019 are:

ot N .
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ALEX HAMMOND-CHAMBERS
(Chairman)

Alex joined the Board in 2002. He serves
on a number of boards of a variety

of companies, including one other
investment trust and open-ended
investment companies (including Findlay
Park Funds).

His career has spanned two phases. The
first phase working for Ivory and Sime
(investment managers) for 27 years, from
which he gained portfolio management
skills and experience running investment
trusts. The second phase, working for

27 years to date, has been involved in
corporate governance, serving on the
boards of many companies in a number
of different industries and countries

- investment trust company boards
particularly. He has served as chairman of
the Association of Investment Companies
and as a governor of the NASD

NN mcissin, i M R

JONATHAN DAVIE

(Audit Committee Chairman)
Jonathan joined the Board in January
2013. He is a non-executive director of
Gabelli Value Plus+ Investment Trust and
also chairman of First Avenue Partners,
an alternatives advisory boutique.

Jonathan qualified as a Chartered
Accountant and then joined George

M. Hill and Co. and became an
authorised dealer on the London Stock
Exchange. The firm was acquired by
Wedd Durlacher Mordaunt and Co.
where Jonathan became a partner in
1975. He was the senior dealing partner
of the firm on its acquisition by Barclays
Bank to form BZW in 1986.

Jonathan developed BZW's Fixed
Income business prior to becoming
chief executive of the Global Equities
Business in 1991. In 1996 he became

(NASDAQ). deputy chairman of BZW and then vice
chairman of Credit Suisse First Boston
in 1998 on their acquisition of most of
BZW's businesses. He focused on the
development of Credit Suisse’s Middle
Eastern business. He retired from Credit
Suisse in February 2007.
Meetings Total Yearly Meetings Total Yearly
) attended  Meetings attended  Meetings
Strategic 1 1 Strategic 1 1
Board _ 7 7 Board 7 7
Audit Committee 2 2 Audit Committee 2 2




RAYMOND OXFORD

Raymond joined the Board in January
2013. He served 18 years with the

British Foreign & Commonwealth

Office. He spent three years in Moscow
(1983-1985), seven years in the

Cabinet Office covering Soviet and

East European political, military and
economic developments (1985-1992) and
was a founding member of the British
Embassy in Kiev (1992-1997). In 1997 he
left British government service to pursue
private business interests in the United
Kingdom, Eastern Europe and the Middle
East, chiefly in energy, agriculture and
environmental remediation. In October
2014, Raymond was elected to the House
of Lords, the upper chamber of the
British Parliament.

WILLIAM SALOMON

William has been a Director of Hansa Trust
PLC since 1999 and has a significant, long
standing, investment in the Company.

William’s experience in investments and
finance is important to the Board in
developing and monitoring investments
in special investment themes and in the
Company’s strategic investment through
Ocean Wilsons Holdings Limited in
Wilson Sons.

William is the senior partner of Hansa
Capital Partners LLP (“Hansa Capital
Partners”, the Portfolio Manager and
Company Secretary), deputy chairman of
Ocean Wilsons Holdings Limited and its
listed subsidiary Wilson Sons Limited. He is
also a shareholder representative on the
investment advisory committee for DV4
Ltd ("DV4") and Chairman of ScotGems
PLC investment trust. William was
formerly the vice chairman of Close Asset
Management Limited and chairman of the
merchant bank Rea Brothers PLC.

GEOFFREY WOOD

Geoffrey was appointed to the Board in
1997. Geoffrey is Professor Emeritus of
Economics at Cass Business School, in
the City of London, Professor Emeritus
of Monetary Economics at the University
of Buckingham and a visiting Professorial
Fellow at the Centre for Commercial Law
at Queen Mary and Westfield College of
London University. He has been visiting
Professor at the University of South
Carolina, at Bocconi University and at the
National Bureau for Economic Research
at Harvard. In addition he has been an
advisor to a number of central banks and
City of London financial firms and has
been a specialist adviser to the Treasury
Select Committee. Geoffrey has a deep
knowledge of economics and, specifically,
monetary and fiscal policy issues.

Meetings Total Yearly Meetings Total Yearly Meetings  Total Yearly
attended  Meetings attended  Meetings attended Meetings
Strategic 1 1 Strategic 1 1 Strategic 1 1
Board 6 7 Board 7 7 Board 7 7
Audit Committee 2 2 Audit Committee 2 2 Audit Committee 2 2
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STRATEGIC REPORT

The Board

Each Director brings certain individual and complementary skills
and experience to the Board’s workings, as summarised in the
previous Board of Directors’ pages and dedicates his time to
the Company to ensure-its success. All Directors retire at each
AGM and offer themselves for consideration for re-election.
z’The Board recommends the re-appointment of each of the
Directors, based on his continuing contribution to the Company
'and its shareholders.

The Board is charged by the shareholders with the responsibility
};‘or looking after the affairs of the Company. It involves the
stewardship of the Company's assets and liabilities and the
pursuit of growth of shareholder value. These responsibilities are
discharged in many ways and are explained below.

INVESTMENT POLICY, STRATEGY AND KEY PERFORMANCE
INDICATORS

The investment policy adopted by the Board, which constitutes
the Company’s busmess model, is to invest in a portfolio of
quoted and unquoted special sxtu/a"uons many of which may
not normally- bgavarlablé 10, the’ @neral public, with the
objer:trve of achrevrng grovrfth)of shareholder value. By the

[
Yo invest in them Wil arise at any/trme -but often not for long
penods Sometrmes a number of opportunities may arise at the
same time "Any single investment may, on occasion, constitute
1 o~ \ S
a srgnrfrcant proportron ofithe. portfolio;and/or that of the
company coricerned. }

The investment’s strategy df.the Company,has evolved-over.
A

reflects its size and flexible structure, as we are always on

the lookout for unconventional investments, which often
cannot be accommodated by more traditional, larger fund
managers, typically less flexible in their approach. These more
eclectic investments range from those sectors benefiting from
structurally higher growth, such as biotechnology, to assets

which we believe stand on unwarranted discounts to their true

intrinsic value, including other investment trusts:

This investment approach may well produce returns which are
not replicated by movements in any market index.

The Board considers that the use of a single benchmark won’t

. always offer shareholders relevance and the clarity needed with

regard to the performance of their Company.

The Board of Directors monitors the returns made in

absolute (firstly) and relative (secondly) terms against the

Key Performance Indicators (" KPIs") established for that
purpose and are set out on pages 12 and 13 of this Report.
The comparisons are' made over 1, 3, 5 and 10 years. When
reporting to shareholders, comment on returns is made with
reference to those KPIs. There is no single benchmark that
would be appropriate some of the time but not at other times.

The Portfolio Manager is charged by the Board to implement
.the investment policy under its supervision and guidance. It is

important for the Portfolio Manager to be able to vary any
investment at any time, in order either to protect shareholders’
funds and/or to optimise shareholders’ future returns.

time {but |t¢has/aiiways been‘imanaged \ﬂwth a stiong focus

n\EEeklng'&Tt«undervalued investments, The' Cofnpan?pas POLICY ON BOARD COMPOSITION
a strategrc stak’e,m }O’gean vy‘nsons Holdrngs The Compan Appointments to the Board are made on merit and against
has broadenedits (non-fund) equrty exposure 5101l mclude objective criteria in accordance with the AIC Corporate
'global e'qume/s 4Eqﬁlty ’eépcgsure is also achreved,thr_ough Governance Code. The Board considers it is of paramount
mvestment in funds/maQag:ed by third party\mana}gers with |mportance to shareholders that, after consideration of the i
whom we have relationships through Hansa\CapltaI’Partners skrlls .afd experience needed by the Board, candidates are

ey

'acymés/Many of the mvestments‘é‘lre not ga‘dllyéyayablg o hosen on the basis of merit only and that there should be no
lel.r\h}lrcéme fm‘al part of the Congpany 5L70rtfollo >scrmnaton in the choice of directors for any reason. .

o]
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Long-Term Performance
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TEN YEAR COMPANY PERFORMANCE STATISTICS é

Net Asset Value &

Shareholders’ Ordinary ar_1d A . Annual S_hare Price (Bid) . (.)iscount/(Premiun?) g

Year ended 31 March Funds Ordinary Dividends Ordinary ‘A’ Ordinary Ordinary ‘A Ordlnarx 2

2019 £337.3m 1,405.6p 16.0p 977.5p 975.0p 30.5% 30.6% .5?.
2018 ) £323.1m 1,346.3p 16.0p - 992.5p 977.5p 26.3% 27.4%1 -
2017 £307.5m 1,281.2p 16.0p 866.5p 848.0p 32.4% 338% B
2016 £255.6m 1,064.9p 16.0p 729.8p 725.5p 31.5% 31 .9%': ,f,_g
2015 £273.3m 1,138.6p 16.0p 860.0p 827.5p 24.5% 27.3% % '52
2014 £287.4m 1,197.5p 16.0p 879.3p 877.5p 26.6% 26.7%, %‘;
2013 £259.9m 1,082.9p h 15.0p 834.0p 815.0p 23.0% 24.7%. e g
" 2012 £268.2m 1,117.5p 14.0p 905.0p 891 .5p 19.0% 20.2% 2

2011 £264.1m 1,100.5p 3.5p 971.0p 952.5p 11.8% 13.5% —

2010 » £215.0m 895.9p 25.0p 755.0p 735.0p 15.7% 18.0%f :2;

2009 £152.4m ) 635.0p 18.0p 510.0p 500.0p 19.7% 21.3%' ZD;

1 =)

To 31 March 2019 1year 3 years 5 years 10 years To 31 March 2019 1year 3 years S years 10 years g

Share Price Total Return ] Net Asset Value Total Return Performance | z

Ordinary shares (%) 0.0 41.2 219 1327 Net Asset Value (%) 5.6 37.0 255 157.3 S

‘A’ non-voting Ordinary 1.4 41.8 221 1378

shares (%)

Hansa Trust PLC Annual Report 2019 9



STRATEGIC REPORT

Organisation and Objectives

|

Th|s section explarns how the Board has organised the Remuneration Committee

Company and seeks to deliver its objectives. The Board fulfils the function of a Remuneration Committee
' and considers the specific appointment of such a committee

BOARD COMMITTEES . is not appropriate for an investment trust company. The

lThe Directors consider that, in order to fulfil their responsrbrlrtres level of Directors’ fees is monitored annually and formally
as the Directors of the Company, they should all be members of  reviewed every three years, in the light of their duties and also

every sub-committee, except where there is a deemed conflict relative to other comparable companies. The upper limit on
of interest.- Directors' aggregate remuneration (£175,000) was approved
_ by shareholders at the 2017 AGM. In determining fees, no

:Audit Committee individual Director is involved in determining their own fee,

The Audit Committee, which meets at least twice a year, , '
bconsists of all five Directors and Edwin Teideman, a former in the absence of a separate Remuneration Committee, the
director, whose skills and experience of the Company Chairman is responsible for ensuring appropriate contact.is kept
strengthen the Committee. Jonathan Davie is the Chairman of with the principal shareholders during the year.

the Audit Committee.

' ' PROMOTING THE COMPANY

Nomination Committee Although the Board has always considered ways and means
The Board as a whole fulfils the function of the Nomination to promote the ownership of the shares in the Company,
Committee. Apporntments are made on merit and against the establishment of the Retail Distribution Review (“RDR")
iobJeC'tlve crlterra’m‘accordance with the AIC Code. The Board a number of years ago has had the effect of making the various
con5|ders it.is- of paramount |mp§nance 2to shareholders that, different investment products compete rather more directly with
-aﬂer consrd%ratm of “the- skilld and e experience needed by the each other. The RDR assists the Board in targeting the type of
?oard candld‘altesL are chosen\ on/ the-basis of merit only and shareholder Hansa Trust shares would most likely appeal to. It
that there should be no drscnm@atlon in the choice of directors has placed an added requirement that we should promote the
for any reasony, The Company’s Articles/of Association require “Hansa Trust story” in the market place, so there is a reasonably
' newly appomted Dlrectors 10, sub@t themselves for election widespread understanding of it. By doing so, the Board aims to
by shareholders\at the, next AGM/after appointment and that promote the demand for the Company’s shares with a positive .

;they be sutgject 10 re- eI’ecitron\al mterva!is of f no more than three  effect on the discount.
years. However, the Board has determln‘gd }h/at all Directors .
Wwill retlreﬁd Sffer theméelves Tor réelection each.year-at Indeed the promotion of the Company is also part of the

the@l\% \m I /\/ discount policy, the purpose of which is to encourage outside

demand for the Company’s shares and thereby reduce any
Management/Engagement\Commlttee

e discount at which the shares sell in relatron to the NAV.
frhe Boa’rd v)vrth the éXceptioh of\,Ntham salomony, fulflls the
functton ofsthis. Commrttee The level of management,fees
4 .
level of servrce provrded And the performahce of the Portfollo
~ N WY
Manager are ‘reviewed on-a regular basis to ensure these remain

. Ly i
competmve and in.the best’ 1nterest§ of sha‘r*ehoISers Th \ Recogmsmg the growing number of DIY investors, we

The ompany has the following promotional initiatives '
and ctlvmes

Board als% recerves\)fe&i)ack fron\the Co\mpany’s Alternatrve continue to develop the Annual Report, the monthly
Irlyes;cment Fund Manager ("AIFM) Y, I\Qaltland Instrtutronal
Serwces lelted The Bdard, after the. anpual recommendatro
- S S Ay
l(')_f_'the Management Engagement Commlttee considers’ the
engagement of the AIFM and the Portfoho\Manager to be in
the best interestS of e shareholders

QoY o=

factsheet and the website to make them, we hope more
interesting and easier to use.
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* The remit of Winterflood Securities, as the Company’s
corporate stockbroker, was broadened to assist in proactively

promoting the Company and enhancing its market coverage.

¢ Edison Research produces written research on the Company,
its investments and its progress and facilitates wider access
to IFA and investor platforms. Such.research is distributed to
many thousands of investors.

¢ In addition to Edison and Winterflood Securities initiatives,
our Portfolio Manager, Hansa Capital Partners, is increasing
the numbers of presentations to investment trust investors.

* We are working with Link Asset Services, the Company’s

Registrars, to improve our understanding of our shareholder
base and promote the dividend re-investment programme.

SERVICE PROVIDERS

Service Provider Policy .

The Board consists entirely of non-executive Directors; it
delegates the day to day implementation of its policies to.third
party service providers. The Board has contractually delegated
to external organisations the management of the investment
portfolio, the custodial services which include safeguarding of
the assets, the day to day accounting and company secretarial
requirements. Each of these contracts is only entered into after

proper consideration of the quality and cost of services, which .

are regularly reviewed and monitored either by the Board or
its Committees.

The Board, in seeking to engage organisations which can
provide the relevant levels of experience and expertise at an
acceptable cost, carries out the following processes:

e Monitors third party suppliers, performance and costs’
The Board, at its regular meetings, reviews reports prepared
by both the Portfolio Manager and the Administrator,
which enables it to monitor the performance and costs
of the third party suppliers to the Company. Following
the implementation of the Alternative Investment Fund
Managers' Directive (the "AIFMD"), the Board established
a monitoring programme for the AIFM and the Depositary.
The Company Secretary meets each supplier regularly to
monitor its processes-and systems and, in addition, the

AlIFM and the Depositary attend at least one Board Meetmg
per annum.

* Monitors investment risks and returns
The Board reviews reports prepared by the Portfolio Manager
at its regular meetings, which enables it to monitor the = !
investment risks and returns. !

¢ Determines-investment strategy, guidelines and restrictions
The Board determines the investment strategy in conjunction!
with the Portfolio Manager. The strategy is monitored ‘1
regularly and refinements are made to it as required, with
formal review at the Board's annual strategy meeting.

The Board issues formal investment guidelines and i
restrictions; compliance with these is reported by the :
Portfolio Manager's compliance officer on a regular basis andi
is also monitored independently by the AIFM. '

* Determines gearing levels and capital preservation through |
the use of hedging instruments

- The Board, taking account of advice from the Portfollo
Manager, determines the maximum level of borrowings
the Company will undertake at the time of borrowing.
The Company has entered into a short-term loan facility !
with BNP Paribas; currently the extent of the facility is £30m. !

" The Board has considered the use of hedging instruments

in order to provide the portfolio with a limited degree of
protection from extreme market declines and may deploy
them if the circumstances make sense to do so. However,
it noted the difficulty with their successful deployment.
Board approval is required before any investment into any
derivative instrument.

THE PROVIDERS
Portfolio Manager
Hansa Capital Partners LLP charges an investment management
fee at an annual rate of 1% of the net assets of the Company ‘
(after any borrowings) but, after deducting the value of the !
investment in Ocean Wilson Holdings Ltd (“OWHL") on [
which no fee is payable. Hanseatic Asset Management LBG, |
a company connected to Hansa Capital Partners LLP, separately ! “
charges an investment management fee to the investment ;
subsidiary of OWHL. ' ‘
|
i
B e
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STRATEGIC REPORT

Organisation and Objectives

Continued

)lThe terms of the portfolio management agreement permit
Fither party to terminate the agreement by giving to the other
not less than 12.months’ notice, or such shorter period as

is mutually acceptable. There is no agreement between the
Company and the Portfolio Manager concerning compensation
in respect to the termination of the agreement. (n its annual
assessment of the Portfolio Manager, the Board concluded that,
because of the skills and experience of the management team it
gs in the best interest of shareholders that the Portfolio Manager
{emains in place under the present terms. Details of the fees
paid to the Portfolio Manager can be found in Note 3 on

page 57. :

Auditor

Whilst the Auditor, Grant Thornton UK LLP, would be willing to
continue as the Company's auditor, rotation rules mean that it
is not able to do so and the Company must appoint a new audit
"ﬁrm for the Company's year ended 31 March 2020. The Board
;/vould like to take this opportunlty on behalf of shareholders
to thank Grant Thorntor} for.its, professnonal and constructive
servuce over.the yéarsy The\Audrt Co\mmrttee has conducted

bn audit tendefproce(ss and‘wnl recommend the appomtment
the Companﬁubject o the completron of its client take-on -
procedures, and a resolution to appornt[PwC as Auditor to the
Company will be proposed-at the forthcomlng AGM.

Audxt gurdance limits the non~ >atdit related work that can

N
be carried }ut/by the ,Companys Au%bn/partrcular tax
complidnce-work. Hence quo will contlnue to provrde tax

complrance)ser@es to the Company.. Any newsuppher\r\s
approved by the Board. If\non audlt wiork were'to be carned

b 3N T Al
out by the Companys Audrtor\th\e appgeintment: would Be

approved ny the Board in advance,,to ensure that-the, Augitor's

.
\

objectlvrty and mdependence is safeguarded (Details.in

Note 40n page 57. ) \’7
T\

Company Secretary

ddrtlonally, two further KPIs: costs of managing the Company
are momtored against the NAV (that ratio is also known as

Ttﬁ Company engages Hansa Caprtal Partners LLP as/ its
Company Secretaw Durlng they year\to 31 March 2019 the
Company Sefretaw»has\charged £125, OOO excludmg VAT
(2018 £106,250).

QoY o=

Alternative Investment Fund Managers’ Directive

The Company appointed Maitland Institutional Services
Limited, with effect from 10 June 2014, to act as its AlFM
with responsibilities for the Portfolio Management and Risk
Management. The AIFM has sub-contracted to Hansa Capital
Partners LLP the provision of Portfolio Management services.
During the year to 31 March 2019, the AIFM has charged
£131,311(2018: £127,287) for its services.

Administrator

The Company engages Maitland Administration Services Limited
as its Administrator, at an annual rate of £135,063, excluding
VAT (2018: £132,143).

Depositary

BNP Paribas Securities Services is the Company’s Depositary, an
appointment that was ratified by the AIFM. During the year

to 31 March 2019, BNP Paribas Securities Services charged
£100,756 for the combined Depositary and Custodial service
excluding VAT (2018: £97,745).

KEY PERFORMANCE INDICATORS

The Board at its quarterly meeting reviews the returns and the
performance of the Company, including an analysis using the
KPIs listed below.

The Board considers that the use of a single benchmark won't
always offer shareholders the relevance and the dlarity needed
with regard to the performance of their Company.

The returns are compared with the return of a government
bond, using the 10 year UK Gilt Return (FTSE All Stocks Gilts
Total Return Index). The returns are also compared to the rate
of inflation (real returns are important to shareholders) and with
those of our peer group and an appropriate index.

the ‘ongoing charges percentage per annum ratio’); and the
discount/premium the shares sell at in relation to the NAV are
likewise monitored.

12 Hansa Trust PLC Annual Report 2019




The Board of Directors monitors the returns made in absolute
(firstly) and relative (secondly) terms against the KPIs established
for the purpose noted above. The comparisons are made over
1, 3, 5 and 10 years. Comment is made on the returns when
reporting to shareholders by reference to the KPIs and not to

a single benchmark that would be appropriate some times and
not at other times.

i) Shareholders - Total Returns

To 31 March 2019 1year 3 years _Syears 10 years
Share Price Total Return
Ordinary shares 0.0% 41.2% 21.9% 132.7%
‘A’ non-voting Ordinary 1.4% 418% 22.1% 137.8%

shares

ii) Company - Total Returns

These comparisons are used to determine the effectiveness of
the Investment Strategy and of the Porifolio Management. The
KPIs below should also be noted.

To 31 March 2019 1 year 3years 5 years 10 years
NAV 56% 37.0% 25.5% 157.3%
Relative comparison L

Peer group average 3.1% 303% 389% 186.8%

* See website for peer group members

iii) Discount/Premium

A comparison is made between the (discount)/premium of the
Company's two classes of shares, those of the Company’s peer
group and of the AIC average.

1year 3years Syears 10 years
To 31 March 2019 average average average average
Ordinary shares (%) (26.1) (28.6) (27.00 (23.9)
‘A’ non-voting Ordinary (29.3) (30.7) (29.1) (25.1)
shares (%)
Peer group (%) 6.4) (7.5) (7.3) (7.3)
AIC (%) (2.9

Note: AIC only produces AIC average for 1 year.

iv) Expense ratios
A comparison is made between the level of expenses
(administrative and management) of the Company and the net

asset returns (both annualised) in order to assess the value for
money shareholders receive.

To 31 March 2019
Ongoing charges per
annum (%)

NAV total return (%)

1year 3yearsp.a. Syearsp.a. 10yearsp.a.

1.3 1.1 1.1 11

56  11.1 4.7 9.9

In January 2018, to comply with the Packaged Retail and
Insurance-based Investment Products Regulation (“PRIIP"), the
Company issued a PRIIPs Key Information Document (“KID") for
each of its two share classes. In the PRIIPs, KID regulations are
very prescriptive as to how costs are calculated and presented.
In particular, as well as the costs of the Company itself noted
above, the PRIIPs calculation also incorporates the costs of the
directly held fund investment vehicles themselves, but not those
for directly held equities. Based upon the financial results for
the year to 31 March 2018, the PRIIPs KID cost ratio is 1.86%
per annum.

v) Key Performance Indicators
The following are the KPis the Board uses to assess the returns
of elements of the portfolio and of the Company as a whole.

To 31 March 2019 1year 3years S years 10 years
FTSE UK Gilts All Stocks 37% 11.1% 30.7% 62.5%
TR Index

UK CPI Inflation 1.9% 68% 73% 24.7%
MSCI ACWINR 10.8% 50.2% 75.5% 241.3%
LIMITS

Investment Guidelines

The Investment Policy enables the Portfolio Manager to invest
worldwide, in either UK or foreign, quoted or unquoted
companies. The Board does not believe it is practical to impose
limits on the geographical allocation of assets because, with
the globalisation of businesses, it is an almost impossible task
to monitor. Whilst fully aware of the impact of geopolitical
influences on the outcome of investment returns, the Board,
in conjunction with the Portfolio Manager, reviews investments
on their individual merits. There is no geographical constraint
on where and how much may be invested in any one country
or currency.

Hansa Trust PLC Annual Report 2019 13
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STRATEGIC REPORT

Organisation and Objectives

Continued

;'The Board does not set a limit on the number of investments
which can be held in the portfolio; however it usually has
poldings in at least 30 investments. The following items require
IBoard approval:

(a) Investing in illiquid assets in excess of 10% of the
portfolio’s value.

(b) An investment to be made in a derivative instrument.

} .

(c) At the time of investment, the market value of an investment
sector exceeds the following bands within the portfolio:

i. Core & Thematic Funds

-a. Core 0-40%

b. Thematic 0-25%
ii. Global Equities 0-40%
iii. Diversifying Assets 0-40%

iv. Strategic (QWHL inclyg_i_rlgWilson Sons & Ocean
Wilsgns,lnvestme®

(d) An investment‘greater.than 5% _ofithe market value of the

. P e LA .
portfolio (at’the time of the wvestm\ent) can be made in any
company/fund.

(e) An mvestment*wh|ch"const|tutes more than 5% of the share
A e 2 R
capital ofithe investee company, can)be made.

) An |nvestment that mEves potentlal%onﬂid of interest
vl N T~
for a. D|rector/of the Company, tr@_)Portfollo Manager orany
[ A
connected party to elther

(

/__.

‘5|gn|ng é)f th/fs/Report

\\)
Eorrowmg Limits
The Board believes shareholds)ﬁ, returns may be enhanced
ifthe-Company borfows m money at appropnate tlmes for the
purpose of m'??estmenWhﬂe thg_*ﬁmcles of Assooanon aIIow
the Compénjy 106) borro‘\'/’v upto3.5 time sharehold‘é'rs fund‘s
the “amount: that can be\borrowed at any- time is normally
stbject to a constraint imposed.in the lendérs borrownng

covenants, .The- Board-will* normally set an'informal borrowmg
21 20
I|m|t of apprommately one.halfof the lender’s coveranted

N JVoOY LT

These mvestrré/n{gwdehnes remain in-force: as at.the: at the time of&

constraint at the time the borrowings are made, allowing plenty
of capacity for the value of the portfolio to fall, without having
to sell investments to conform with those covenants. However,
in extreme circumstances, such as when it is believed to be the
bottom of a bear market, the Board may well borrow up to the
full amount the lender’s covenant allows.

PRINCIPAL RISKS

The Board reviews the principal risks from the point of view of
the long-term shareholders, the main risk being that over the
long-term (which we determine to be five years) they do not
make a return from their investment in the Company. The Board
confirms it has carried out a robust assessment of the principal
risks facing the Company, including those that would threaten
its business model, future returns, solvency and liquidity.

The Board considers the risks the Company, and therefore
shareholders, fate can be divided into external and internal risks.

External risks

External risks to shareholders and their returns are those that
can severely influence the investment environment within
which the Company operates. These risks include anti-business
government policies, protracted economic recession, declining
corporate profitability, taxation and rising inflation. The impact
of such an environment could lead to sharp rises in interest
rates and a decline in the stock market. Deflation is also

a source of concern in some countries, but unless deflation
increases sharply it is not a significant impedirment to growth.
However, it may lead to negative interest rates which would
surely damage the banking system and the levels of savings
available for.investments. At their Board meetings and at the
annual strategy meeting, the Directors and the Management
consider long-term risks that concern them, including:

Political instability and uncertainty both affecting the UK
(th/e'jGompany's *home' jurisdiction) and many of the
markets the Company Invests in.

N

¢ Economic, Cljrrency and equity declines.
¢ Risks, particularly political risks, associated with Brazil.
¢ The growth of global debt.

It should be stressed these are the external risks which most
concern the Directors and the Management,.not forecasts

14 Hansa Trust PLC Annual Report 2019
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. of future events. The mitigation of these risks is achieved by the second being paid in the May following the end of the &

l sensible stock and sector diversification-and adherence to the financial year. Again, barring unforeseen circumstances, the §

[ Board’s investment restrictions and guidelines. Company expects the dividends to grow over time reflecting %

’ : ‘ the longer-term returns of the portfolio. If circumstances are . 2

Internal Risks . such that the level of cash income generated by the portfolio !

| Internal and operational risks to shareholders and their returns is insufficient to meet the dividend commitment, the shortfall oz

§, are: portfolio (stock and sector selection and concentration), may be made up from the Company’s reserves. Under certain % F—rg

balance sheet (gearing), and/or administrative mismanagement. one-off circumstances an extra and final dividend may be %g

i , In respect of the risks associated with administration, the loss proposed at the Company’s Annual General Meeting. | iy

| of Approved Investment Trust status under s.1158 CTA 2010 L B

| would have the greatest impact, by bringing any future realised  Dividend Payments 2

capital gains on the sale of assets into the Corporation Tax The dividends paid are as follows: ‘ 1 -

charge band (whereas they are currently not). The portfolio is - e ms’f 5

; continuously monitored by the AIFM and the Portfolio Manager - £000 £000 g

: to ensure the Company is compliant with s.1158/1159 and - Ordinary and ‘A’ non-voting Ordinary shares ‘ ?_

; ~ monitoring reports are presented to the Board. First interim paid 8.0p (November 2018) 1920 1920 [y

f s : ; . (2018: 8.0p) per share - . H
The mitigation of these risks is-achieved by the Board Second interim paid 8.0p (May 2019) 1,920 1,920 g

i performing reviews of all service providers and monthly reviews (2018: 8.0p) per share |

3 of 5.1158/1159 compliance. . Total dividends . 3,840 3,840

;J The Board considers the risks to the Company’s two share o ’ |
! prices, apart. from those mentioned above, include the risk of . Due to the payment of two interim dividends relating to Fh_e
higher discounts. The Board monitors the discount/premium year ended 31 March 2018, the Board is not proposing a final

and may take action when appropriate. However, given the dividend per Ordinary and ‘A’ non-voting Ordinary share das;es.f
Company’s stated objective of increasing shareholder value over !
the long-term, the Board does not consider short-term NAV or Dividend History *

- share price volatility to be a risk to long-term shareholders. The Companys dividend history including annual payments over
the previous ten years is as follows:

Details of how the principal risks arising from financial instruments
(as determined by the Financial Reporting Council) are managed,
have been summarised in Note 20 on pages 61 to 64.

DIVIDEND PAYMENTS FOR YEAR TO END MARCH
(PENCE PER SHARE)

. Details of the Company’s policy on stewardship in relation to
invested compames can be found on the Companys website at
www.hansatrust.com.

&9n

DIVIDEND POLICY AND DIVIDEND PAYMENTS

Dividend Policy

The Board's dividend policy is to pay two similar interim
dividends each year. The Board will declare the rate of the two

sop

dividends at the beginning of the financial year in question. s~ e e gl
Barring unforeseen circumstances, the first interim dividend g 5 & &

. . R . . . . N ~ ~ ~
will then be paid in November durlng the f‘n_anClaI year with I st Interim Paid I 2nd Intesim Paid I Fina) Dividend I Payable Ml Predicted

{
J—
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STRATEGIC REPORT

Organisation and Objectives

Continued

piscou nt Policy

The discount policy of Hansa Trust is to encourage the demand
'for the shares, by ensuring it has an investment policy that

|s attractive to investors and which is likely to produce above
average returns over the long-term and then to promote the
Company and its prospects, so as to encourage the demand for
its shares.

The Board of Directors.does not believe it can manage the
discount in the short-term and has therefore eschewed having
;an active share buy-back policy. Furthermore, the Board does
not believe buying in its own shares is in the best long-term
interest of shareholders because:

® it reduces the number of shares outstanding and therefore
the liquidity of the shares in the market place; less liquidity
may cause a rise in the discount;

e it means a liquid portfolio needs to be maintained,
compromlsmg the ability to have a portfolio of special
situations; the maintendnce ofathe long-term investment
policy ahd |ts‘fJortfolfo takes precedence over the short-term
discount policy;.

* the holding in‘Ocean Wilson:yc")lding&s would represent an
even greatEr percentage of the portfolio and buying back
shares would raise,the relative exposure to Brazn which the
Board c‘ioe'?not wush{to ddﬁand

® buying back shares to\rr;anage the,dlscount is only necessary
if there,ls‘not/ enough market: place demand for them; -
buymg back Shares treats the symptorns of the'problen:of

Iag< Cof demand not the caus\e m
49 /0 )\

fThe one. gopd reason Afor, buy% backK share‘s; is tha_t}done (so'
ona Iarge enough scale ar}d at a‘large enough dlscount flt can
have a matenal and\p05|tlve eﬁect on the/ NA\/\Ber share So |f
thereis an urusual opportunlty fo,buy back shares such that it
&/ould/make a reasonably matenal |mpact on the NAV then the—
%)ard Will do so, (/
Insurg]ru:{e‘J\J \\\

The Company through its Artlcles has mdemnn‘ued its Directors
and Officers to the fulldst extent perm»ssnble by law. Durmg
the year the Company. alsopurchased and\malntamed ‘liability.
msurance ¢& for its Directors-and-Officers.

QoY [T

N

Status and Activities

During the year under review the Company has operated

as an investment company in compliance with 5.833 of the
Companies Act 2006 and s.1158/1159 of the Corporation Tax
Act 2010 as amended. The Company has obtained approval
from HM Revenue & Customs (“HMRC") of its status as an
investment trust under s.1158 of the Corporation Tax Act

2010 for all accounting periods commencing on or after

1 April 2012; the Directors are of the opinion that the Company
has conducted its affairs in compliance with the ongoing
requirements of s.1158 since approval was granted and intends
to continue to do so.

Going Concern

The Company’s business activities, together with the factors
likely to affect its future development, performance and
position, including its financial position, are set out in the
Chairman’s Report to the Shareholders, the Portfolio Manager’s
Report and other elements of the Strategic Report. After due
consideration of the Balance Sheet, activities of the Company,
estimated liabilities for the next 12 months and having made
appropriate enquiries, the Directors have concluded the
Company has adequate resources to continue in operational
existence for the foreseeable future as the assets of the
Company consist of securities, the majority of which are traded
on recognised stock exchanges, or open ended funds run by
established managers. For this reason, they continue to adopt
the going concern basis in preparing the Financial Statements.

Longer-Term Viability Statement

In addition to the Statement of Going Concern, the Directors
are also required to make a statement concerning the
longer-term viability of the Company. As stated many times in
the wider Strategic Report, the Directors consider 12 months

for both ‘the performance and risks associated with the
Company The Directors consider a period of five years as being

\o be a relatively short time frame and look to the longer-term

a more representative period. This period is sufficiently long to
cancel out short-term market volatility and allow longer-term

performance to work through. The Board continually monitors
the Investment Strategy and Investment Guidelines issued to
the Portfolio Manager and AIFM and directs those entities to
target long-term capital preservation. Further, whilst the Board
has sanctioned the use of gearing, the facility available to the
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Portfolio Manager is relatively small compared to the NAV of
the Company. Finally, a number of the more significant costs in
each financial year are contracted to be calculated, on the basis
of the underlying NAV of the Company. As such, in a period of
negative portfolio performance, the cost base should also fall.

Barring unforeseen circumstances and.taking account of the
Company’s current position and principal risks, the Directors
consider the Company fully satisfies the formal requirement
that there be “a reasonable expectation that the Company will
be able to continue in operation and meet its liabilities as they
fall due over this assessed period”.

Greenhouse Gas Emissions

Hansa Trust PLC has no greenhouse gas emissions to report
from the operations of its Company, nor does it have
responsibility for any other emissions producing sources under
Part 7 of Schedule 7 to the Large and Medium-sized Companies
and Groups (Accounts and Reports) Regulations 2008,

as amended.

Social, Community, Human Rights, Employee
Responsibilities and Environmental Policy

The Company does not have any employees. As an mvestment
trust, the Company has no direct social, community, human
rights, or environmental impact. Its principal responsibility to
shareholders is to ensure the investment portfoho is properly
invested and managed.

Hansa Trust PLC Annual Report 2019
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STRATEGIC REPORT

Portfolio Manager’s Report

A maturing cycle but not the ehd of the cycle

Introduction

The past year really has been one of contrasts for world stock

'markets. Having been weak for much of 2018, culminating in

the worst December for many years, the first quarter of 2019

has been one of the strongest in the current cycle. Indeed, the

S&P 500 saw its highest return since 1998, Chinese equities
enjoyed their best quarter since 2014 and oil had its best _
quarter in a decade. Rather counterintuitively in such a risk-on .
environment, even bonds generated positive performance.

r .
CHART 1: STOCK MARKETS HAVE REBOUNDED DRAMATICALLY FROM DECEMBER LOWS (GBP)
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Market backdu:gp : Imbalances, whlch are key to the health of the economy,
Whllst Vindicating our view, that the extent of the sell eﬁ in appear to be well under control; Household debt remains
g . e
20 as‘un}varranted the strength -of the\bounce seenxsso far pen‘ectly manageable, with the savings ratio at average levels
in 2019 sufprising. compared to history. Housing, so often the cause of weakness
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As a remi nder,fou\r stamce commg into the’New-Yéar- was one
bfa maturmgt cycl‘e;hu‘ Q)t the end of the‘\gycle R:sk/had rlsen
for mﬁch 02018, with mg_n\etary pollcy wellllnto the t|ghten|ng
phase Trump domg h|s best to'unsettle mar&ets a’nd economuc
growth out5|de the US slowmg for much of- the ye_ar Desplte
;(hls /our central/wew was more sangulne based on,the fact
that'we ]USt { didn‘{'see the normal métrics in play whlg_r_} typlcally

Mm them a bea\r\market)
Q (1 OV [ 1=

in the household sector, i$ not causing us concern, with
affordabxhty good and housing starts normal. Banks, who can
normally be relied upon to extend credit to those areas which

are.overheating, appear to have avoided doing so this time

round, although the high yield credit market has expanded.
We would love to say this is due to good management and the
banks learning from past mistakes, but in reality-it more likely
reflects the hangover from the Global Financial-Crisis. The need
{0 rebuild balance sheets, combined with a tighter regulatory -
framework, has curtailed their normal pro-cyclical exuberance.
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That's not to say there are no areas of concern. Corporate
borrowing has risen sharply, especially in more highly leveraged
companies. Further, the quality of these loans has diminished
with the rise of more risky practices such as covenant light
loans. Even here though there are mitigating circumstances.
The sharp reduction in interest rates seen post the Global
Financial Crisis means it is entirely natural that companies

should switch from expensive equities to cheaper debt.
Instead, what is important is the level of the debt burden
and with real and nominal rates still low we find that the
ability of companies to service their debt remains well within
historical limits. Importantly, corporates are spending these
cash flows in a controlled manner ensuring balance sheets
remain healthy. ‘

CHART 2: DEBT SERVICE RATIOS ARE STILL BELOW THOSE SEEN IN THE PREVIOUS CYCLE IN THE US

(BUT NOT FOR CHINA)
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We also worry about inflation albeit here the messages are a little
confusing. Having recently spent time in the US seeing a wide
range of companies, across sectors and sizes, one of the key issues
currently faced is the ability to attract and retain staff and the cost
of doing so. Interestingly, however, this wage pressure doesn‘t
appear to be showing at the headline inflation level and, indeed,
rather counterintuitively some countries have seen bond yields dip
back into negative territory, which suggests deflation rather than

inflation. This may partly be a function of timing but we think it |
is more likely due to a differing global picture, with Europe facing |
structural challenges versus a much more robust outlook for the |
US. We will continue to watch carefully to see how the situation
develops but our main concern is that the US central bank and
government are minded to let the economy run hot, potentially |
requiring them to slam on the brakes, through higher interest |
rates, if inflation does get out of control. ‘

{
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CHART 3: WAGE INFLATION APPEARS TO BE REARING ITS HEAD IN THE US
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:CHART 4: 10 YEAR GOVERNMENT BOND YIELDS WOULD SUGGEST MARKETS ARE MORE WORRIED ABOUT DEFLATION
THAN INFLATION

— Japan — Germany
' ~ ™\

Et\erlmked wnth'thrs is the changjrrn\gl monetary pohcy landscape Then we saw an unusual about-turn. Central bankers, as a rule,

For much & %018 mterest rates and monetary polrcy were on) try to be consistent in their messaging for fear of surprising

3 trghtenlng,t;end I the US rates have now been r|5|ng srnce 201 5\, markets and causing unnecessary volatility. The announcement

and even Europe has startedI the process of exmng its quantrtatwe&in early 2019 by chairman Powell that rates would now be on

easrng progra{nme\lapan is,the only country still ~a\ctlvely weédded hold. hence came as quite a shock to markets given his earlier
to\easrer monetary pohcy«Markets quite nghtly, worned that this comments Why the change? Well possibly this reflects Powell’s
W|thdrawal of liquidity would: ultlr‘nately we|gh on asset pnces underlyrng scepticism of economic models. Being a lawyer

wuth peak -fear reached when the us F‘ede}al Reser{/e chalrman by training he is far less wedded to conventional economic
Jerome Powell‘stated late in 2018 that rates would nfeed to rise theory and much more data sensitive. With data highlighting
gmflcantly more given 'the strength of the US economy a slowrng in growth in late 2018 it is perhaps less surprising that

@ \j he should react in such a way. Unsurprisingly markets rallied

sharply on this announcement, helping lift investors from the
LYo

the next US rate move might even be down rather than up.

funk of the last quarter, with them now starting to question if
20 Hansa Trust PLC Annual Report 2019
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CHART 5: KEY US LEAD INDICATORS SUCH AS THE ISM ARE GUIDING TOWARDS LOWER US INTEREST RATES

(RECESSIONS SHADED AREAS)
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The final area of concern for investors, trade, is much

more difficult to call. Whilst one may not always agree

with his methods, market sentiment seems to be moving
towards Donald Trump on trade. Having turned his back on
globalisation, Trump has argued that countries such as.China

are abusing their trading relationship with the US. This idea is

now gradually becoming the accepted wisdom more broadly in
Washington. Even if the Democratic Party were to gain power it'
looks unlikely there would be a significant shift from the current‘
anti-China rhetoric. i

CHART 6: ANTI-CHINA RHETORIC NO LONGER JUST AN EXTREME TRUMP VIEW ' ;

Very serious
The large amount of American
debt held by China
Cyberattacks from China

China's impagt on the

Somewhat seriou; Totalf
62% | j ] 27% 89%
S8% | 29% | 8%

global environment 8% \
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Source: Spring 2018 Global Attitudes Survey, Pew Research Center

We think there is a short and a long-term angle to how the
current trade war evolves. In the short-term some form of deal
and 'win’ for Trump looks increasingly likely. With China already
experiencing-a period of economic weakness there is a real

danger that a prolonged trade war could push China over the .

edge and into 8 downward growth spiral. China is now of such

a size that the old adage of “when the US sneezes the rest of
the world catches a cold” is likely to work both ways. Trump, |
who uses the stock markets as a barometer of his success, looks!
keen to head off such an outcome, recognising that a strong US‘
economy is key to his future election success.
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Whilst encouraged by this we remain troubled by the longer-
term outlook for trade. We think there is growing likelihood
:that we sit on the precipice of a protracted trade war, with
!’resident Xi-unlikely to give up on his aspirations to make
China the pre-eminent global superpower with domination

in a number of key sectors; part of his ‘Made in China 2025’
strategy. He may well be prepared to pacify Trump in certain
areas in the short-term, but we see a number of red-lines over
S/vhich he is unlikely to make concessions.

fulling all together we remain firmly of the view that we are
in late cycle territory. Undoubtedly, as highlighted above, this
:comes with all kinds of worries and concerns; it always does!
However, our belief that we are not dipping into recession.
anytrme soon means we viewed the derating experienced in-
94 as unwarranted. Valuations became cheap in a number of
_markets and for this reason the bounce seen so far this year is,
in our minds, entirely justified.

{vas the strength of the

What is perhap’s/rhore surprrsrng
snapback. Although-hard to monrto\?,“‘our sense is that the

market was very conservatlvely pos&roﬁed coming into 2019

'vvrth the traugla of\the' Global Errﬁhcu‘al Crisis fresh in investors’
;nrnds and wr{h -the current cyclé unusu?IIy long by past
standards Therefore the pain trade was for markets to rise and
thrs is just what we, saw~ As rs often the case this can result in

I Ky
Iarger andj more\powerful movements in prrces than one would

normally expect) )
How do we }ee the" cycle endmg’
One Of-the,most useful exercrses«to go through Iate in, the cycle
N
ist0 thrnk about the scenarros\under whrch we would become
more cautrous

1!—Iere we see three potentrezl outcomes one, less woriying
the other two far maore damagrng

The first, less worryrng ,gcenarro (ang our,core. vrew) Ais that
we see a conventpnal\rnteres'i@'{e induced tecession/andy
bear market!As’alIuded to above.the‘'most com{no\r} manner
in dvhrchfcycles typrcally\come to an end.js through excesses
oy N
formrng inCertain key areas. of the economy, which Ultithately
necessitate central banks to slam on the brakes and in the
’________..—ﬂ T N
process-induce™an economic downturn“and falkin.markets. We

o,

— sl T

ZB

N

are not overly worried about this, with this type of downturn
normally short-lived and shallow, albeit such a scenario may
require that governments to step up to the plate, with central
banks having limited firepower. Going into a recession with low
rates and extended central bank balance sheets will necessitate .
that fiscal policy is used more extensively, with the effectiveness -
of monetary policy almost certainly diminished under such

a scenario.

Much more worrying would be systematic issues within China
or Europe.

China represents one of the most remarkable development
stories in recent history. From a low base it has become an
economic powerhouse and the world’s manufacturer. Around
one third of global growth is expected to come from China in
the coming years reflecting both the size of China’s economy
and the pace of its growth. This compares to a contribution of
less than 20% from the US. From a non-economic perspective,
China is also making huge progress especially technologically;
earlier this year for example it became the first country toland
a vehicle on the far side of the moon.

CHART 7: CHINA HAS BECOME AN ECONOMIC

POWERHOUSE
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Source: Angus Maddison, OECD, International Monetary Fund

Unfortunately this progress has come at a cost. Private
sector debt levels have been growing at an alarming rate

-and have reached levels where other historically high growth

countries, such as Japan and Korea, hit a wall and ultimately
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collapsed. Equally whilst the core banking system looks fine,
the shadow banking system now represents over 50% of
GDP. Affordability in many key Chinese cities is some of the

worst globally and the working age population has started to ;
decline as a proportion of the overall population due to the
one-child policy.

CHART 8: CHINA'S WORKING AGE POPULATION IS NOW DECLINING AS A PERCENTAGE OF THE TOTAL POPULATION
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It's impossible to say if these issues will come to a head
anytime soon, but one can’t help but note that precedent

is typically not good from other countries which have faced
similar problems in the past. The Chinese authorities appear
to be well aware of these challenges, trying to tackle private
sector debt levels for example, and one must hope the
command economy structure will enable them to manage
their way out. If they are not successful the implications for
global stock markets could be dramatic.

Europe equally faces many structural threats albeit the
opposite to the Chinese bubble. Whereas China is arguably
suffering from years of excessive, possibly ill-directed, growth,
Europe has barely recovered from the depths of the Global
Financial Crisis. Growth has been lacklustre to non-existent

in many European countries and the banking system remains
mired in the same challenges the sector faced ten years
back. Germany, the engine of the Euro area to date, suffered
a worrying setback last year, highlighting just how important
China has become.to end-demand for German products. One
can't help but think that if China is successful in transitioning
from a low to high-end manufacturer it might cut the legs
away from the Mittelstand, the heart of Europe’s growth.

CHART 9: CHINA'S TOP PRIORITY INDUSTRIES ARE
IMPORTANT MARKETS FOR GERMANY

Key goals
Robotics
70% domestic self sufficiency

Biopharma and medical devices
85% self sufficiency

Aviation
50% self sufficiency in Aviation equipment

New Energy Vehicles
50% self sufficiency in production

Information Technology
40% self sufficiency

Source: Janus Henderson Investors; Made in China 2025

Near-term we see the outlook for Europe and China as
interlinked. If China is successful in kick-starting its economy
this would likely provide a much needed fillip to European
growth, albeit from very low levels. Longer-term we are far
less optimistic. Unless Europe can take the necessary steps
towards greater social, fiscal and banking integration, it is
hard to see the union remaining in its existing form. We are
already seeing chinks in the armour with the UK withdrawing | ’
(we think!) and the election of anti-EU parties in key countrles
such as Italy. Watch this space. |
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Summary

;There is clearly a fragility to markets at present. The falls
experienced late last year and the speed with which markets
have rebounded are symptomatic of this. Hence whilst
remaining biased towards equities and risk assets generally,
;our direction of travel is to systematically lean away from
equities over time, especially if we see any deterioration in the
issues highlighted.

)
i

|

Portfolio Review and Activity

Your Company’s NAV has returned 5.6% over the financial
year. The KPIs for the financial year were 10.8% for the

MSCI ACWI NR Index, 3.7% for the FTSE UK Gilts All Stocks
TR Index and 1.9% for UK CPI. A significant part of this
performance came in the final quarter, with the significant
bounce that has been seen in many world markets in early
2019 counteracting the market correction towards the end of
2018. The Trust’s net asset value per share increased over from
1,346.2p at the end of March 2018 to 1,405.6p at the end of
March 2019.

1GEOGRAPHICAL EXPOSURE

‘ Middle East & East Africa 1.9%
‘ Japan 6.9%
| UK 7.7%

\Dwersrfylng Hedge
rFunds 8.4%

Cash/Liquidity Funds 0.7%
Emerging Europe 0.6%

i

1

i ex/UK\100%
! T8
i AN

s :
Desprte the cgallenges faced by markets r the past--. -
12 months,the,Core Reguonal Silo was up 6. 7% and the “\

Thematrc ero up 14.3% over ‘the- perlod / AN RN
i~ NN ’74 ) N ‘\
“ e NI ///’ Nl / | /\\ \

North America 34.1%

Health Care 7.1% f ’

Communications
Services 8.1%

SECTOR EXPOSURE

Cash/Liquidity Funds 0.7%
Utilities 0.2%

Energy 1.9%
Materials 2.7%.
Consumer Staples 4.4%

Real Estate 5.7%

Industrials 27.2%

Consumer

Discretionary 8.2% " Information

Diversifying Technology 13.8%

Hedge Funds 8.4%  Finandials 11.7%

Vulcan Value Equity and Pershing Square Holdings which
were up 20.0%, 13.1% and 53.3% respectively over the year.

Over the year several of the Japanese funds in the Core
Regional silo, including Indus Japan Long Only (down

In the Corée’ Re onal S]l|O the Fund s0S holdings- werethe / \ \ 10.8%), and Goodhart Partners: Hanjo (down 4.8%) had

9
/
Iargest cont/rrbutors,\ over the course of tbe  year.. Select Equlty
was a top contnbutor\up 22 0% This small mrd/cap,fund s\ N \

~

/
Iargest holdrng, life scrence equrp(nent supplrer PerkrnEImer\ -

performed partrcularly well as growth accelerated /Thrs was
due to the expansron of rts presenc\e in Chrna and lndra and\ \
aIso |mprovements in |ts gross and operatrng margrns Other\ \‘
good per‘formers~|ncluded the technology company Gartner
and Live Nation Entertamment both Iarge holdings® fonthe

\negatrve returns. This was mainly related to a broad Japanese

market seH off in the fourth quarter of 2018 and in the case
of Indus increasing positions in holdings foliowing declines
“in September which then declined further in December.
Emerging and frontier market holdings such as BlackRock
Frontiers Investment Trust (down 13.0%), and Prince
S}treet Institutional (down 9.1%) were also detractors,

/ mainly due to broader global market factors such as rising

fund Other strong performeréxwere Fmdlay\Park Amerl/can,, Anterest rates.

[N —
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GAM Star Technology Fund continued to be one of the top
contributors in the Thematic bucket, returning 18.0% over
the year as the technology sector performed well. Microsoft,
Visa and Alibaba, large positions in the fund, all enjoyed
strong first quarters of 2019, with Visa continuing to perform
particularly well after a difficult December on the back of
strong revenue, payment volume and procéssed transactions
growth. Another strong performer in this silo was Worldwide
Healthcare Trust which was up 13.9% for the year. The
trust benefited from several companies in its portfolio being
acquired over the course of the year, as well as some big
biotechnology holdings outperforming.

Diversifying Funds E

The Diversifying silo ended the year with a positive return of
3.1%. The holdings in this silo of the portfolio are designed to
show lower correlation to the equity market, so it is expected
that they will perform more robustly in times of equity market
stress, but lag behind when it is strong.

Hudson Bay International Fund was one.of the larger

contributors over the year, up 16.4%. The strong performance -

was mainly driven by a decision to take risk off in December,
meaning they did not suffer any large losses and also due

to positive currency movements. Another of the stronger -
performers over the year was Global Event Partners, which
was up 5.2%. Most of this performance came in the first
quarter of 2019 and was driven by the funds merger arbitrage
strategy. The fund’s largest position related to the Disney/Fox
merger which completed in March and drove the majority of
the performance. Another position related to the IBM/Red Hat
merger also performed well.

A detractor over the year was CZ Absolute Alpha which was
down 1.7%. The fund suffered from several of its industrial
short equity positions which produced negative returns when
markets rose in early 2019. Schroder GAIA BlueTrend

was disappointing over the course of the year, declining

3.4%. During the first quarter of 2019 the fund had weaker
performance than the other trend-following CTA in the
portfolio, GAM Systematic, largely due to a net short equity
position the fund held going into January 2019 which resulted
in a loss for that portion of the portfolio.

Global Equities

The global equity portfolio returned 2.5% over the year. This
pedestrian return is well below the absolute level we strive to
achieve and it was also below the return of the equity indices.
The underperformance relative to global indices was almost
entirely caused by the portfolio failing to participate in the -
strong rally this last fiscal quarter..

Perhaps the best way to exptain this is to take several steps
back and look at how we run the portfolio. The global equity
portfolio is run for absolute returns over the long-term, not
relative quarterly performance. We believe one of our greatest
competitive advantages is to avoid the institutional imperative
of quarterly performance measurement that creates more of
a trading mentality than an investing one. We buy businesses
on a three to five year view which means quarterly or even
annual comparisons to global indices are not always relevant,
as the average holding period for stocks in the US (where

we have the most data) is less than 12 months, whereas our
implied period is closer to five years.

The second point is because we look for absolute returns the
portfolio does not look like the market index. We go where
the opportunities for long-term returns look most attractive
and they are often in sectors currently out of fashion and
offer few catalysts for investors with a short-term (three to six
month) time frame. An example of this would be our holdings
in telecom stocks, where the portfolio exposure is in the low
teens. Paris based Orange is a solid, well-run business that
pays a dividend of almost 5% a year and offers an 8% free
cash flow yield. After years of returns at or below their cost of
capital the industry has largely been abandoned by investors
with telecoms weight in the European index almost halving
over the past ten years. While we may be holding what
currently appears to be an average business we believe there
are a number of embedded options not priced in and in the
meantime we are being paid 5% a year to wait. These options
include, but are not limited to, higher interest rates forcing
rational competition and/or consolidation, service providers
wrestling the economics back from content providers and 5G
acting as a catalyst for a host of new applications.
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The investor Tom Russo has popularised the term capacity to The largest contributors during the year were Iridium

'suffer which essentially means incurring short-term pain in Communications, TripAdvisor and Alphabet, the largest
order 1o achieve long-term gains. He looks for businesses and . detractors were Bayer, Coca Cola Bottlers Japan and
lrnanagemen‘t teams that have the capacity to report weaker Interactive Brokers.

pumbers in the short-term in order to invest in the business
for long-term growth, which leads to far greater compounded ~ Ocean Wilsons Holdings

'returns for holders who share their long-term time horizons. Brazil's economy continues to recover, albelt slowly. The
market has so far responded positively to Jair Bolsonaro’s

yVe believe this is a great source of opportunity and our two victory in last October’s Presidential election, although it

most recent investments have that element to them. The remains to be seen how successful he will be in implementing

management at the global exhibition organiser ITE have economic reforms. Much will depend on the economy

been responsible for EBITDA margins falling from 26% in minister, Paulo Guedes, who talks ambitiously of free-market

\2016 when they joined to 14.6% last year as they reinvested reforms, but there will be challenges in passing them through

|n their Transformation and Growth ("TAG") programme. Congress. While Wilson Sons has put itself in a position

Dunng this time the stock fell from 100p a share to 70p as to reap the rewards of its $ 1bn investment plan over the

the public markets did not have the patience to hold through last ten years, civil works were begun on the expansion

the turnaround. These investments; however, have led to of Tecon Salvador in the fourth quarter 02018, after the

meaningful growth'in organic revenues —the exhibitions that receipt of all necessary environmental licences. The work

have gone through TAG grew revenue over 10% during the will see the principal quay extended from 377 metres to

1atest period. A/s these mv\estments \roll off we expect the - 800 metres, which will allow the simuttaneous berthing of two

cash flow to- |ncrease,con5|gerably oversthe next several years, super-post-Panamax ships.

\ by 3
Ieavung the company,mgmfncantl/y Betfer positioned for long-
term growth lt‘h‘an when the current.management team joined.  The process of assessing the future of the company’s container
terminals and logistics assets announced in July 2018

S|m||arly, the US retailer, Dollar General issued annual continues. This is part of an evaluation of strategic alternatives
N .
gu|dance tha'L was below\ market {Xpec‘tatuons as carried out by the company management. However, the Board
management ‘chose to, |nvest\m the’ busnness The CFO was has emphasised that no formal decision has yet been taken
clear in saymg“'we beheve these mvesrments will allow us with respect to any of the alternatives and there is no certainty
to enhance our operat/ng margln prof/le 6(/er the long term. that a transaction will occur.
The associa ted /nvestmenrs however wz//,pressure SG&A ) :
rates /n{the:n/ea/r’term Nevertheless Mr Market: sold the The fourth quarter results for Wilson Sons, which were
stocK:Off 8%.0n the news, me@mg We, were ‘arble to buy, released in March, showed a decline in earnings, largely
2 . e
{)pportumstlcally/at a dtscou‘nt tolitsiintrinsic value. as a result of weakness in the towage division. For the full
l 4 year, earnings of $160.6m were 6.8% down on the prior
Wwe agree with.] Tom\ thsso that m is important for-us as year although up 6.4% in R$ terms. The container terminals
‘mvesttis* 1o have th\e capaC/ty to suffery "Chasmg the hottest d|v15|on was relatively robust over the year and earnings there
stocks and sectors in'the market as initially very rewardlng 15%6.17.4%. In the fourth quarter total operating volumes
_~ e 1 I
bécausé of the positive re}nforcement you get from the improved by 2.7%, helped particularly by higher export
short- term stock\performance and be|ng part of the herd volumes at both container terminals. Tecon Rio Grande
N b N \ _ . .
In copt’ra!st going agalnst the crowd\us\uncomfortable but\ improved its net average productivity to 77 movements
hlstory has- shownit sh?ould ultimately prove rewarding over per hour, 22% higher than 2017.

the long-term.

QYO =
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Towage results continued to be pressured by the very

competitive environment that affects both volumes and pricing -

and earnings in the division were 22.3% lower in 2018. The
number of harbour towage manoeuvres performed in the year
declined 6.2% due to increased competition in some ports
and a 1.0% decrease in the total number of vessel calls in
Brazil, driven by the market trend towards larger vessels and
liner consolidation. Weakness in the oil and gas industry has
resulted in some vessels which previously serviced that industry
being deployed in the harbour towage market instead.

The Ocean Wilsons Investment subsidiary was valued at
$258.9m at the end of December 2018, which represented

a decrease of $15.8m (5.8%) from the valuation at the end
of December 2017, although dividends of $4.75m were also
paid out from the portfolio during this time. The portfolio
continues to be biased towards equities, both public and
private, reflecting its long-term nature, but also includes some
assets which display lower correlation to equity markets.

Over the past year the Ocean Wilsons Holdings share price
has risen by 5.1%, or by 9.9% on a total return basis, which
takes account of the 51.7p dividend that was paid to the Trust
in June 2018. The share price represents a discount to the
look-through NAV.of 18.9%, based on the market value of
the Wilson Sons shares, together with the latest valuation of
the investment portfolio.

Alec Letchfield
April 2019
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STRATEGIC REPORT

Portfolio Statement

Percentage of

Fair value
Investments £000 Net Assets .
_iCore Regional Funds
Findlay Park American Fund 18,935 5.6
{\/ulcan Value Equity Fund 13,524 4.1
Select Equity Offshore Ltd 13,371 4.0
Goodhart Partners: Hanjo Fund 11,205 33
‘Adelphi European Select Equity Fund 9,587 2.8
BlackRock European Hedge Fund 9,264 2.7
indus Japan Long Only Fund 8,049 2.4
Schroder ISF Asian Total Return Fund 7,411 2.2
Prince Street Institutional Offshore Ltd 4,549 1.3
Pershing Square Holdings Ltd 4,360 1.3
BlackRock Frontiers Investment Trust 3,580 - 1.1
Vanguard FTSE Developed Europe ex UK Equity Index Fund 3,506 1.0
LF Odey Absolute Return Fund 3,501 1.0
NTAsian Discovery Fund 2,960 0.9
SR Global Fund Inc. Frontier Markets 2,434 0.7
Selwood AM Credit Fund A\ 1,773 0.5
Egerton Long:Short'Fand \ ™" A \_ 539 0.2
iTotal Core'RegionalFunds } ( / 118,548 35.1
Strateglc / V\f f smtoun m »
Wilson Sons (through the holdlng in"Ocean Wilsons Holdings) * 63,060 18.7
Ocean WaIsons\Investments Limited (through the holding in Ocean 41,691 124
Wilsons Holdlngs) K ey
rTotaI Strateglc\ M%} 104,751 31.1
Global Equltles ) k (< } }
Berkshire’ Hathaway e/ e M/ 3,730 1.1
Hansteed Holdings PLG, " Py ™ ™~ 3,476 1.0
CK*Hutchison~” A\~ Y ) 17N \\ 3,466 1.0
Iridium C6mrﬁ'u'n|catnonslnc~\\ N, O In 3,448 1.0
interactive BfoKers Group Inc e/ | -~ =~/ }]/‘I\ \ 3,424 1.0
EXORNY /U { Ve N\ T—=/171A\ 3,239 1.0
Alphabet Incf\ NS ~ /1 \\\ N 2,888 0.9
KiCopADR  “\N\S VY /N / /77 N>/ 2,673 0.8
White M6Untains Insuranice Giotp:ltd | N\~ [/ / /  \ e 2,628 0.8
Orange ST TAN NNV QN 2,623 0.8
filton Food Group PLE =2\ \ ™= 1 [ YA\ \ 2,522 0.7
Safsuhg Electronics Co Ltd A\ YO 2,447 0.7
TripAdvisor Inc” \\“ N\ ) \/) / 2,132 0.6
C&C Group Plc N\ N\ J) S/ 2,068 0.6
Dollar General Corp™" X2 "R ™ _“ / & 2,060 0.6

QO YO
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-31 March 2019

** DV4 Ltd is an unlisted Private Equny holding. As such, its value is estimated as a Leve! 3 Asset in Note 21. All other valuations are either denved from information

supplied by listed sources or from pricing information supplled by third party fund managers.

* Hansa Trust owns 9,352,770 shares in Ocean Wilsons Holdmgs Limited (" OWHL ). In order to bener reflect Hansa Trust’s exposure to different market silos, the two
subsidiaries of OWHL, Wilson Sons and Ocean Wilsons (Investments) Ltd (“OWIL"), are shown separately above. The fair value of Hansa Trust’s holding in OWHL has
been apportioned across the two subsidiaries in the ratio of the latest reported NAV of OWIL, that being the NAV of OWIL shown per the 31 December 2018 OWHL .
accounts, to the market value of OWHUs holding in Wilson Sons, that being the bid share price of Wilson Sons multiplied by the number of shares held by OWHL at

Fair value Percentage of
Investments £000 Net Assets'
Nutrien Ltd 1,936 - - 0.6
Subsea 7 1,710 0.5
Bayer AG 1,705 0.5,
Howard Hughes Corp 1,687 0.5
ITE Group 1,645 .05
Orion Engineered Carbons SA 1,530 0.5
CVS Health Corp 1,407 . 0.4
Technicolor 1,160 0.4
Total Global Equities 55,604 16.5
Diversifying ' : . » !
DV4 Ltd ** 9,764 ' 2.9
Global Event Partners Ltd 8,104 . ' 2.4
Hudson Bay International Fund L'td 3,566 ’ 1.
MKP Opportunity Offshore Ltd 2,809 S .08
Vanguard US Govt Bond Index Fund 2,682 0.8
Apollo Total Return Fund 2,196 . 0.7,
Keynes Dynamic Beta Strategy Fund 2,110 0.6
Biopharma Credit Plc 1,473 L S04
CZ Absolute Alpha UCITS Fund 1,295 . ' 0.4
GAM Systematic Core Macro Fund 964 0.3
Schroder GAIA BlueTrend 714 0.2
Total Diversifying 35,677 ' 10.6:
Thematic Assets K : ' J
GAM Star Technology Fund 15,739 . : .. 47
SPDR MSCI World Financials UCITS ETF 3,109 ) 0.9
Worldwide Healthcare Trust PLC 1,734 . 0.5
Total Thematic 20,582 6.1
Total Investments 335,162 . 99.4
Net Current Assets’ 2,188 0.6
Net Assets -337,350 . . 100.0,
Note:
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STRATEGIC REPORT

Shareholder Profile and

Engagement

Capital Structure

The Company has 8,000,000 Ordinary shares of 5p (1/3 of the
total capital) and 16,000,000 ‘A’ non-voting Ordinary shares

of 5p (2/3 of the total capital) each in issue. The Ordinary
shareholders are entitled to one vote per Ordinary share held.
The ‘A non-voting Ordinary shares do not entitle the holders to
yote or receive notice of meetings, but in all other respects they
have the same rights as the Company’s Ordinary shares.

Shareholder Profile
The Company’s shares owned at 31 March 2019 are as follows:

Ordinary ‘A’ non-voting

shares Ordinary shares
Institutional & 3,431,314 42.9% 15,168,477 94.8% -
Wealth Managers
Directors . 2,127,619 26.6% 139,150 0.9%
Private Individuals 2,406,280 30.1% 672,104 4.2%
Other 34,787 0.4% 20,269 0.1%
| - ,\ 8,000,000

16,000,000

Substantial Shareh(’:}!dev ﬁ
'As at 31 March '201v9' the, Directors were aware of the mterests
hn page 30 m/t_he Ordinary’ shares Soft the Company, which

exceeded 3% of the voting issued share’capital of that class.

The foIIowmg \|Qformanon is @s_‘a‘:l/ged in-ac
Compames Act 2006 and DT R*7/ .6 of the
VY oo )
Guidance and‘Transparency ules.

=

The Go mpanys capital stru ture-and-voting rlghts are
Aot SITNENG T
su\m' ansed above and in Note 15 on.page 60.

(N Az N ) ©
e The gwmg of ovs;ers to issuesor buy back the Companys
shares requnres an appropnatefresolutlon to'be passed /
by sharéfolders \Proposals for the renewal.of the” Board S
\powers tolbuy bé'Ck sh\a}es a\re set out |n\the\NoftlEe of the

D Annual General Meetlng o\anages 66 o 69

cordance with the
FCA Disclosure

:r-. &

a

restrlct|ons concerning the transfer of secun,t%s N,

Notwithstanding the foregoing, the Company may require
any holder of shares to transfer some or all of its shares

(or otherwise refuse to register any transfer of shares) to avoid
the Company being regarded as a “close company” as defined
in 5.414 of the Income and Corporation Taxes Act 1988, to
another person whose holding of such shares, in the sole

and condusive determination of the Board, would not cause
the Company to be a close company. Additionally, following,
a resolution passed at the Company's AGM on 27 July 2018,
the Company's Articles of Association provide for the voting
rights of Ordinary shares to be automatically reallocated

to other shareholders to prevent the Company becoming

a close company. The reallocation mechanism operates where
a transfer of shares or other change in the interests of holders
of shares occurs and would cause the Company to become

a close company. In these circumstances, the voting rights
attaching to the affected shares are reallocated by enhancing
the voting rights of the smallest registered shareholders on

a temporary basis pending the operation of the compulsory
transfer provisions referred to above. '

" No.ofvoting % of voting

) shares - shares
-Nomolas Ltd © 2,069,425 25.9%
Victualia Limited Partnership 2,069,425 25.9%

William Salomon is interested in 2,069,425 of the shares held
by Victualia Limited Partnership, representing 25.9% of the
voting share capital. In addition, William Salomon has further
interests in the Company's shares; the total interest is detailed in
the Directors’ Interests section below.

As at 20 June 2019, the date of signing of the Annual
Accounts, there have been no disclosures to the Company of
changes of interests under DTR 5.

BOARD;AND MANAGEMENT SHAREHOLDINGS
Diréctors and Directors’ Interests
The'present members of the Board are shown on pages 6 and 7.

o5 There are: no’ N . . . .
ﬁ}he Compar\wy, r\{é spe}clal i grﬁ‘s}/\hth\r eg ard\tB\ cor‘utr’ol atta ch ed LThe Board's policy is that ali Directors retire annually. All Directors

1}0 securmes,{no ag[eenQents betweer&holders of secuntles
regardun@‘{helr transfer\known to the C{)mpany, no agreements
which the Company is party to that af'fect\l\ti -control followmg
atakeover Bid; and no.agreements Between-the. Company

ments
q‘d its-Directors concermng g compensation-for_loss of office:

“>

heing eligible, at the forthcoming Annual General Meeting, will
ret|re and seek re-election in accordance with the Board's policy.
The contracts of employment between the Company and each
of the Directors do not allow for any compensation payment in
the event of loss of office.
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The interests of Directors and their connected parties in the Company at 31 March 2019 are shown below:

Alex Hammond-Chambers
Jonathan Davie

Raymond Oxford

William Salomon

Geoffrey Wood

‘A’ non-voting

Ordinary shares Ordinary shares Nature of
of 5p each . of 5p each ~__interest

2019 2018 2019 2018
4,900 4,900 10,600 10,600  Beneficial
4000 4000 26,000 26000 _Benefical
1,850 1,850 1,850 1,850  Beneficil
2,115,869 2,115,869 98,700 98,700 Beneficial
1,000 1,000 2,000 2,000 Beneficial

As at 20 June 2019, the date of signing the Annual Accounts,
there were no changes to report to the Directors’ holdings.

William Salomon is the senior partner of Hansa Capital Partners
LLP. Fees payable to Hansa Capital Partners LLP amounted to
£2,335,435 (2018: £2,238,104). The fees outstanding at the
year-end amounted to £197,735 (2018: £189,575). During

the year, no rights to subscribe for the shares of the Company
were granted to, or exercised by Directors, their spouses or
infant children.

PORTFOLIO MANAGER'S INTERESTS

As at 20 June 2019, the date of signing of this Annual Report,
the management and staff of the Portfolio Manager’s group,
excluding the holding of William Salomon, shown above, were
interested in ¢. 2.1m shares in the Company - a mixture of
Ordinary and ‘A’ non-voting Ordinary shares.

ANNUAL GENERAL MEETING
A special resolution relating to the following items will be
proposed at the forthcoming AGM.

Authority to repurchase ‘A’ non-voting Ordinary shares
A resolution (Special Resolution 10) will be proposed at the
forthcoming AGM, seeking shareholder approval for the
renewal of the authority for the Company to repurchase its
own ‘A’ non-voting Ordinary shares. The Board believes the
ability of the Company to repurchase its own ‘A’ non-voting
Ordinary shares in the market could potentially benefit all
equity shareholders of the Company in the long-term. The
repurchase of ‘A’ non-voting Ordinary shares at a discount to
the underlying NAV would enhance the NAV per share of the
remaining equity shares.

The Company’s Articles are drafted in such a way that the

Company may from time to time purchase and cancel its own
shares. However, company law requires that shareholders’
approval to repurchase shares be sought. At the AGM the
Company will therefore seek the authority to purchase up to
2,398,400 ‘A’ non-voting Ordinary shares (representing 14.99%
of the Company’s issued ‘A’ non-voting Ordinary share capital, -
the maximum permitted under the FCA Listing Rules), at a price
not less than 5p per share (the nominal value of each share) and
not more than 5% above the average of the middle-market
quotations for the five business days preceding the day of
purchase or, where a series of transactions have taken place

the higher of the last independent trade and current highest
independent bid on the trading venue where the purchase(s)
will be carried out. The authority being sought, the full text of
which can be found in Special Resolution 10 in the Notice of
Meeting, will last until the date of the next AGM.

The Company is seeking authority to use its realised capital
reserve to allow repurchase of shares in the market. The
decision as to whether the Company repurchases any shares
will be at the absolute discretion of the Board. Any shares
purchased will be cancelled.
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STRATEGIC REPORT

Shareholder Profile and Engagement
Continued

Notice Period for General Meetings

The EU Shareholder Rights Directive increased the notice
period for general meetings of companies to 21 days unless
certain conditions are met, in which case it may be 14 days’
notice. A shareholders’ resolution is required to permit that
the Company’s general meetings (other than AGMs) may be
held on 14 days’ notice. Accordingly, Special Resolution 11
will propose that the period of notice for general meetings
of the Company (other than AGMS) shall not be less than
14 days’ notice.

The Directors consider that the above highlighted resolutions,
and all the resolutions to be proposed at the forthcoming AGM
as set out in the Notice of Meeting, are in the best interests

of shareholders as a whole and unanimously recommend all
shareholders to vote in favour, by ticking the appropriate boxes
on the enclosed Form of Proxy. This form should be returned to
the Company’s Registrar as soon as possible, but in any event so
as to arrive no Iater than 48 hours before the time of the AGM.

if the Board con5|ders a significant proportion of votes have
been cast agalnst a resolution at the AGM, the Company will
explain, when announcing the results of voting, what action it
intends to take to understand the reasons behind the results of
the vote.

APPROVAL OF THE DIRECTORS-

The Directors consider the Annual Report and Accounts,
taken asa whole, is fair, balanced and understandable and
prowdes the information necessary for shareholders to assess
the Companys Pposition and performance business mode!
and strategy / :

/

For and on tgehalf of the Board

félex Hammond-Chambers
Chairman-
20 June 2019

Nt
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CORPORATE GOVERNANCE REPORTS

Report of the Directors

The Companies Act 2006 requires the Directors to report

on a number of items within the Annual Report. With the
introduction of the Strategic Report, the Directors have chosen
to report on some of those items within the body of the
Strategic Report, while others remain within the Report of

the Directors.

ITEMS INCLUDED WITHIN THE STRATEGIC REPORT
The following items are listed within the Strategic Report:

¢ Statement of the existence of qualifying indemnity provisions
for Directors — see page 16.

¢ Dividend policy and payments made during the year are
summarised in the Organisation & Objectives section
—see page 15.

¢ Names of Directors, at any time in the year - see
pages 6 to 8 for the Directors’ details and attendance at
Company meetings.

e Greenhouse Gas Emissions — see page 17.
e Policy on Diversity — see page 8 within “The Board”.

ITEMS REPORTED WITHIN THE DIRECTORS’ REPORT
Disclosure to the Auditor of Relevant Audit Information
The Directors confirm that, so far as they are aware, having
made such enquiries and having taken such steps as they
consider they reasonably ought, they have provided the Auditor
with all the information necessary for it to be able to prepare
its report. In doing so each Director has made himself aware of
any information relevant to the audit and established that the
Company’s Auditor is aware of that information. The Directors
are not aware of any information relevant to the audit of which
the Company’s Auditor is unaware.

Capital Structure
The Company’s Capital Structure is described in the “Investor
Information Section” on page 70.

For and on behalf of the Board ' j

Corporate Governance Report

The Corporate Governance Report, including the Financial
Risk Management Review of the Company, is included in this
document starting on page 34.

Future Developments and Post Balance Sheet Events
The Company does not have any imminent future ;
developments or post balance sheet events to report. ;

APPROVAL OF THE DIRECTORS |
The Directors consider the Annual Report and Accounts, {
taken as a whole, is fair, balanced and understandable and '
provides the information necessary for shareholders to assess
the Company’s position and performance, business model ‘
and strategy. Further details demonstrating the Company’s i
performance, business model and strategy have been included ‘
within the Strategic Report on pages 2 to 32. ’

Alex Hammond-Chambers . - ‘ |
Chairman :
20 June 2019

Ko e e
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CORPORATE GOVERNANCE REPORTS

Corporate Governance Report

UK CORPORATE GOVERNANCE CODE

Internal Controls

The UK Corporate Governance Code ("UK Code”) (issued
Apnl 2016 Code for accounting periods beginning on or after
117 June 2016), which can be found on the website of the
Fmancral Reporting Council ("FRC") (www.frc.org.uk), requires
the Directors to review the effectiveness of the Company’s risk
management and system of internal controls on an annual
basis. The Directors, through the procedures outlined below,
keep the system of risk management and internal controls
under review. The Board has identified risk management
controls in the key areas of business objectives, accounting,
compllance operations and secretarial as areas to be included in
the extended review.

The Board recognises its ultimate responsibility for the
Company’s system of risk management and internal controls
and for monitoring their effectiveness. In order to perform
thrs responsrbrhty the Board receives regular reports on all
aspects of risk management and internal control from the
Companys servrce provuders (mcludrng financial, operational
and compllance Vc_ontrols‘ risk management and relationships
wrth other service provuders) the Board will authorise necessary
actron in response to any significant failings or weaknesses
|dent|f|ed by these reports. However, it must be noted this
system is de5|gned to, manage rather than eliminate the risk
of failure to achreve busrness objectlves and can only provide
reasonable and not absolute assurance agalnst material
misstatement or loss. ;| T " *

z / \\ L
The UK Code was revised m~JuIy 2018 for accountung periods
begrnnlng of . or after 1 January 2019. Therefore, the new
UK Code WI|| apply to the Company for its year ended !
31 March2020 A R A

1 -
TN
Frnancral Reporting \
The Board has a respon5|blllty to present a fair, balanced and-
understandable assessment of annual haIf-year and other price
sensmve pubhc rep‘orts and. -reports to regulators, as well as
1) provrde information required to be presented by statutory

Vi/t/ v
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requirements. To ensure this responsibility is fulfilled, all such
reports are reviewed and approved by the Board prior to
their issue.

The Board confirms there have been no important events since
31 March 2019, of which the Board is aware, which would
have a material impact on the Company.

COMPLIANCE WITH THE PROVISIONS OF THE UK
CORPORATE GOVERNANCE CODE

The Board has considered the principles and recommendations
of the AIC Code of Corporate Governance ("AlC Code")

by reference to the AIC Corporate Governance Guide for
Investment Companies (" AlIC Guide”). The AIC Code, as
explained by the AIC Guide, addresses all the relevant principles
of the UK Code, as well as setting out additional principles and
recommendations on issues of specific relevance to investment
companies such as Hansa Trust PLC.

The Board considers that reporting against the principles and
recommendations of the AIC Code, and by reference to the
AIC Guide (which incorporates the UK Code), will provide more
appropriate information to shareholders.

The Company has complied with the recommendations of the
AIC Code, thereby the UK Code.

The Board confirms, with the exception of the position of

a senior independent Director and the need to involve the
Chairman early in the process for structuring a new share
launch (as it is not relevant for this Company), that it has in all
respects followed the AIC Code in meeting its obligations under
the Listing Rules and the UK Code. The AIC Code can be found
on its website at www.theaic.co.uk.

In response to the Issuance of the new UK Code, the AIC '
Code was revised and re-issued in February 2019 effective
for accounting periods beginning on or after 1 January 2019.
Therefore, the new AIC Code (the "New Code") will apply to
the Company for its year ended 31 March 2020.



PRSU

ASSOCIATION OF INVESTMENT COMPANIES CODE

The AIC Code has 21 principles, the vast majority of which the
Board has been following for many years. However, modern
corporate governance requires that boards not only govern

their companies sensibly and responsibly, but that they are seen

to do so. Hence there is a requirement to follow a check list
of principles, which in our case is drawn from the AIC Code.
They include:

The Board

e The Chairman should be independent
Alex Hammond-Chambers has been assessed by the Board
to be independent.

¢ A majority of the Board should be independent of
the Manager '
Al the Directors are subject to an annual independence
review and with the exception of William Salomon, who
is a partner of the Portfolio Manager, all are adjudged to
be independent and to have performed their duties in an
independent manner. o

¢ Directors should be submitted for re-election at regular
intervals. Nomination for re-election should not be assumed,
but be based on disclosed procedures and continued
satisfactory performance
All Directors resign at each AGM and where appropriate
offer themselves for re-election.

¢ The Board should have a policy on tenure which is disclosed
in the Annual Report
The Board has determined that neither age nor length
of service necessarily compromise independence, rather
that experience and knowledge gained in service normally
strengthen independent performance. All Directors have
service contracts, details of which are contained in the
Directors’ Remuneration Report on page 43.

* There should be full disclosure of information about

the Board

A brief biography of each member of the Board can be
found on pages 6 and 7. The Company’s Chairman chaired
the Board and Remuneration Committee during the year,
Jonathan Davie was Chairman of the Audit Committee for
the full year. ’

The Board should aim to have a balance of skills, experience, :
" length of service and knowledge of the company

The Board regularly reviews its requirements to direct the
affairs of the Company. When and where appropriate,
individuals are identified who would strengthen the Board
and are put forward as candidates for Board membership.

The Board should undertake a formal and rigorous
annual evaluation of its own performance and that of its

. committees and individual Directors

The Board undertakes a formal written evaluation every

_three years. In the other years the Board carries out an

evaluation of the independence and suitability of each
Director, by means of a written response from each Director
on his fellow Directors, the progress of the actions resulting
from the previous reviews and any new ideas for improving
the returns to shareholders, by enhancing the effectiveness
of the Board. The Chairman is evaluated by another
Director on behalf of the Board. As part of the evaluation
process, suitability for each of the Director’s roles on other
committees as relevant — notably the Audit Committee —is

. also considered.

Directors’ remuneration should reflect their duties and

“responsibilities and the value of their time spent

The level of Directors’ fees is monitored annually and .
formally reviewed every three years, in light of their duties,
responsibilities and their time committed to the interests

of the Company; note is taken of fees paid by other
comparable companies. A note of the Company meetings
attended by each Director is included with their biographies

~onpages6and 7.

i
{
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CORPORATE GOVERNANCE REPORTS

Corporate Governance Report

Continued

* The Independent Directors should take a lead in the
appointment of new directors and the process should be
disclosed in the Annual Report

is a matter for the whole Board. The Chairman, as the de

lead in all the processes with respect to the appointment of
a new director.

¢ Directors should be offered relevant training and induction
When a new Director is appointed, he/she attends an
induction seminar held by the Company Secretary and the
Chairman. Directors are also provided on a regular basis
with industry, regulatory and investment updates. Directors

where appropriate. In addition, the Company maintains
a membership of its trade body, the AIC, to ensure it has
reliable access to technical resources and good-practice.

Board meetmgs and the relatronshrp with the Manager
¢ Boards and managers should operate in a supportive,

co- opera\trve and open envirofiment

The Board»}s primarily- responsLb_lde for the running of the
Company La_r}d‘malntalns specrfrc duties and responsibilities.
Where the/Board has delegated certaln duties to the AIFM

Manager ‘opera}e in-an- envrror(nenlt of mutual trust and
respect both at for‘maeroard meetmgs and during the year
when adhoc communications are |ns’tlgated by any party.

® The, prlmary focus Qt regular Board Meetmgs should be’
the réview- of the |nvestment performance and associated

b - .
mat'tgrs such as gearlng aget a{%’catron r,narketlng/ investor
relatrons, peer, group |nformat|on “and rndustry issues

piRrTe NSNS o
At the regular Board meetrngs,,dlscussrons are held-4nd
L] IR Y / i \“m_._-‘ 7
reports ar/rd papers lrevrewed all'of which co_\g:th/eabove
mentioddd é's’pe\sts \
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TheBoard hold\s an (annual gtrategy r‘neetr_ng wrth the
Portfolio Managemspecrfrcally to discuss.the Companys
futlre l‘nvestment and corporate strategles However
m’aéro trends the dr’rvers for the w@e\r economy \and their
potential for impact-on‘the portfolio-are discussed” at" every
Board Meeting.

QO I =

The identification and appointment of a new Board member

facto senior independent Director, is charged with taking the

fegularly participate in industry seminars and training courses

and Portfollo Manager, the Board tHe AIFM and the Portfolio

The Board should regularly review both the performance of
and contractual arrangements with the Portfolio Manager
The Board formally reviews the performance of the Portfolio
Manager each quarter, at which Board Meeting the Portfolio
Manager presents a written report. At the annual review

of the Portfolio Manager all aspects of its service to the
Board are reviewed, particularly the long-term returns to
shareholders and the terms and conditions of its contract.
This review is conducted by the independent Directors only.

The Board should agree policies with the Manager covering
key operational issues

Within the agreement, service levels are defined between
the AIFM, Portfolio Manager and the Company. In addition
the Board determines certain investment restrictions and
guidelines for the Portfolio Manager, on which the Portfolio
Manager reports monthly and the AIFM also monitors.

Boards should - monitor the level of share price discount or
premium (if any) and, if desirable, take action to reduce it
The Board monitors the levels of discount or premium and
comments on it at its regular meetings. The Board also
seeks authority to purchase up to 14.99% of the Company’s
‘A’ non-voting Ordinary shares at the Company’s AGM. The
Board, through the Chairman, ensures that shareholders are
fully aware of the Company’s policy with regard to share
buybacks and, additionally, states its discount policy in the
Annual Report. . ’

The Board should monitor and evaluate other

service providers

The Board, through its Audit Committee, receives
independent reports from the auditors of the main service
providers; these reports are called either AAF 01/06 or
ISAE3402 reports.

S\hareholder Communication
= e_The Board should regularly monitor the shareholder profile
Boards should givesufficient attention to* overaIl strategy \v}ftthe Company and put in place a system for canvassing

shareholder views and for communicating the Board’s views
to shareholders

The Board reviews the shareholder profile at its regular
meetings. The Company, through its Portfolio Manager

and Company Secretary, has regular contact with its
shareholders. The Board supports the principle that the AGM
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should be used to communicate with all shareholders and
promotes its website to them. The Company Secretary and/
or the Chairman handle communications from shareholders.
These communications are received by letter, email or
telephone. Any matter requiring the Board’s attention is
referred to it for action.

~* The Board should normally take responsibility. for, and have

a direct involvement in, the content of communications
regarding major corporate issues even if the Manager is
asked to act as spokesman

The Board is responsible for all major corporate issues and as
such would have a direct involvement in both the issue and
the content of its communications.

-+ The Board should ensure shareholders are provided ‘wi'th

sufficient information for them to understand the risk:reward
balaiice to which they are exposed by holding the shares

The Board, through the issuance of the Annual and Half-Year
Reports, and monthly factsheets, aims to ensure both
shareholders and prospective shareholders are made fully
aware of the investment aims and KPis of the Company, the
types of investments the Company is likely to enter into, the
disposition of those investments in the portfolio, the risks
shareholders are exposed to, including the gearing of the
Company and the period over which its performance should
be judged.

UK STEWARDSHIP CODE

The aim of the Stewardship Code is to enhance the quallty of
engagement between institutional investors and companies, to
help improve long-term returns to shareholders and the efficient
exercise of governance responsibilities. A

The seven principles of the Code are that institutional

investors should:

e Publicly disclose their policy on how they will discharge their
stewardship responsibilities.

* Have a robust policy on managing conflicts of interest in
relation to stewardship which should be publicly disclosed.

* Monitor their investee companies.

e Establish clear guidelines on when and how they will escalate
their stewardship activities. !

¢ Be willing to act collectively with other investors
where appropriate.

* Have a clear policy on voting and disclosure of voting activity.,
e Report periodically on their stewardship and voting activities. :
Discharging stewardship responsibilities '
The Company, in conjunction with the AIFM, has delegated to |
its Portfolio Manager, Hansa Capital Partners LLP, the day to day;

operation of the Company’s policy, which is to operate a due
diligence process when considering any investment. i

The process includes a number of key factors in the
establishment of whether an investment is suitable for its
portfolio and will include:

e Competent management.

¢ Likelihood of offering an acceptable return for the
risk undertaken.

* Financial and structural soundness.
e Regular reporting.
¢ Sound business plans.

¢ Compliance with current governance and
regulatory requirements.

The Portfolio Manager will engage the Board on controversial
matters arising from the operations of the policy. ;

The Portfolio Manager has publically stated that it pursues

a global macro investment strategy on behalf of Hansa Trust,
involving a significant proportion of the Company’s assets being;
invested in open ended managed funds with a minority being |
invested in global equities. Consequently, while the Portfolio |
Manager supports the objectives that underlie the Code, the |
provisions of the Code are not relevant to many of the elements
of investment undertaken by the Company

i
P
¢
|
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CORPORATE GOVERNANCE REPORTS

Corporate Governance Report

Continued

_’COMPLIANCE WITH THE COMPANIES ACT AND FINANCIAL
CONDUCT AUTHORITY UKLA LISTING RULES

In discharging its responsibilities of stewardship the Board is
governed by the Companies Act and the Financial Conduct
!authority UKLA Listing Rules.

The Company's Articles of Association include a general power
for the Directors to authorise any matter which would or might
constitute or give rise to a breach of the duty of a director
under s.175 of the Companies Act 2006. Procedures have been
estabhshed for the disclosure of any such conflicts and also,
where relevant, for the consideration and authorisation of these
‘confhcts by the Board.

Under UK Company Law the Directors are responsible for
,ensurrng that:

* Adequate accounting records are kept, that are sufficient to
show and explain the Company’s transactions and disclose
with reasonable accuracy at any,time the financial position of
the Compan§ a?wd/eﬁabl‘é‘the/m to_ ensure that the Financial
Statements. co/mply with.the Companles Act 2006.

AW

e The assets, of t‘he Cicppany a;: safeguarded; and for taking
reasonable steps for the prevérition.and detection of fraud

and other irregularities.

¢

e The Report of thé” Drre tors and:other,information included

in the /imng_a_;Report iS pr @red lrlr aclcordance with

)
The Director are\‘also responsible

5 2

Company taw in the UK
for ensurrng)the Annual Réport-includes’information required

by’ the Lustlng RuleSof’ th \FCA —\-‘5

\r

I

/’7‘ LN AN
/\The Company has effective.internal-control s
PV IR BN FE .
desrgned 10 ensure thatradequate accountmg recor
o R AR 1 o

malntarned zand that fmancral mformgnon on-which the

(1) f
business’ deosro‘ns arej made which is issued.for pubhca}ron,

— L)
reasonable, but not-absolute, assurance against materrai
D misstatement or Joss.

The Compan'\Fmar‘rcral Stateme\nt§ for each\fln]_ancual
,yea|! are prepared in-accordance wrth IFRS, as adopted by
[th g0, Under’aompany Law directors must not-approve the

S
is reliable. @uch \system of mt‘ernal con'irol car}pro/vrde onIQ

financial statements unless they are satisfied they give a true
and fair view of the state of affairs and profit or loss of the
Company for that period.

In preparing these Financial Statements, the Directors are
required to:

¢ select suitable accounting policies and apply
them consistently;

¢ make judgements and estimates that are reasonable
and prudent;

¢ state whether they have been prepared in accordance with
IFRS as adopted by the EU; and

¢ prepare the financial statements on the going concern basis,
unless it is inappropriate to presume the Company will
continue in business.

Under the FCA UKLA Listing Rules and the UK Code, the Board
is responsible for:

» Disclosing how it has applied the principles and complied
" with the provisions of the AIC Code and, thereby, the UK
Code, or where not, to explain the reasons for divergence.

* Reviewing the effectiveness of the Company’s systems of risk

management and internal controls.

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company’s website: www.hansatrust.com. Visitors to the
website need to be aware that legislation in the UK governing
the preparation and dissemination of the Financial Statements
may differ from legislation in their own jurisdictions.
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RESPONSIBILITY STATEMENT
The Directors confirm that to the best of their knowledge:

¢ The Financial Statements, prepared in accordance with
applicable international accounting standards, give a true
and fair view of the assets, liabilities, financial position and
profit or loss of the Company.

* The Strategic Report, including the Chairman’s Report to
the Shareholders and the Report of the Directors include
a fair review of the development and performance of the
business and the position of the Company, together with
a description of the principal risks and uncertainties it faces.

The Directors consider the Annual Report and Accounts, taken
as a whole, are fair, balanced and understandable. Further detail
demonstrating the Company’s performance, business model
and strategy has been included within the Strategic Report on
pages 2 to 32.

For and on behalf of the Board

Alex Hammond-Chambers
20 June 2019
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CORPORATE GOVERNANCE REPORTS

Audit Committee Report

The Financial Reporting Council’s guidance emphasises the need
for audit committee arrangements to be proportionate to the
task and proportionate to the size, complexity and risk profile
of the company and as such our Board does not consider the
establishment of an internal audit function appropriate for the
:size and complexity of the organisation.

fTo meet the requirements of the AIC Code, as endorsed by the
'fRC, the Audit Committee is required to have at least three
independent directors, one of whom has recent and relevant
tinancial experience. The Board considers that, given the size
of the Company and the range of experience brought by each
fdirector, the Company would be best served by all five directors
being members of the Audit Committee whilst noting that

Mr Salomon is not considered independent. Therefore, the
Audit Committee, which meets at least twice a year, consists
of all five Directors and Edwin Teideman, a former director,
whose skills and experience of the Company strengthen the
Commlttee The Audit Committee must have at least one
member with relevant and recent financial experience. Whilst all
the Dlrectors have expenence in various guises of the financial
mdustry, more specnflcally, Jonathan Davie is a Fellow of the
Instltute of Chartered Accountants and Edwin Teideman has
prevrously been' a, finance director. During the Company’s year
to 31 March 2019, and to date, the Committee was chaired by
Jonathan Davne

.Gomg forvaards the Company will' be subject to the next
version of the A|C Code of Corporate Governance (publlshed in
year stamng on-or after 1 January 2019, the "New Code").

The gurdance “Within the New Code is subtly different to that of
the prevnous AIC Code. The'New Code recommends that Audit
Commlttee members are all considered independent. The Board
contmues in ;ts view that given the size of the Company and
the range of expenence brought by each director, the Company
would still e best served by all directors belng party to the
proceedmgs of the Audit Committee. However, the Board also
W|shes “Where p055|ble to ablde by the New Code. Therefore,
for the Company s year endrng 31 March 2020 (and, therefore,
v

in effect at the t|me of signing of this report), Mr Salomon will
contmue 'to attend the Audit Committee's meetings but will
not be a meffiber of the Audut Committee. Mr Salomon will
contunue to hear the Audit Committee's recommendations as

a member-of the Company s Board :

i
o e ‘_l\ ! Lo
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The Committee is authorised by the Board to investigate any
activity within its terms of reference, to seek any information it
requires from any officer or service provider to the Company, to
obtain outside legal or other independent professional advice
and to secure the attendance of third parties with relevant
experience and expertise if it considers this necessary.

The Chairman of the Audit Committee formally reports to the
Board following each Audit Committee meeting and on other
occasions as requested by the Board.

A separate evaluation of Committee members is not conducted.
Rather, their suitability is considered as part of the annual
evaluation process which is described within the Corporate
Governance Report on page 35.

The terms of reference of the Committee are determined by the
Committee and approved by the Board and include, but are not
restricted to, the following:

¢ To consider and make a recommendation to the Board as to
the appointment of the external Auditor, tendering of the
audit services, the audit fee and any questions relating to the
resignation or dismissal of the Auditor.

¢ To determine with the external Auditor the nature and scope
of the audit.

e To review and monitor the independence of the external
Auditor and the provision of additional services to
the Company.

¢ To review the Half-Year and Annual Financial Reports before
submission to the Board, focusing particularly on:

¢ any changes in accounting policies and practices;

¢ major judgemental areas;

¢ significant adjustments resulting from the audit;

¢ the going concern assumption;

e compliance with Accounting Standards and
Governance Codes;

» compliance with FCA Listing Rules and legal
requirements; and

¢ valuation of unquoted investments.

« To discuss issues and reservations arising from the annual
audit and any matters the Auditor may wish to discuss.

¢ To review the Auditor’s audit findings and responses to it.



¢ To review and monitor the effectiveness of the Company’s
Internal Control and Risk Systems prior to endorsement by
the Board.

* To review the processes and procedures that monitor
compliance with s.1158 CTA 2010.

* To review service providers' AAF 01/06 or ISAE 3402 reports.

JIn discharging its duties and, in particular, matters relating to the
approval of the Annual Report, Half-Year Report and the review
of the Company’s Internal Controls, the Committee considers
reports and presentations made by the Company’s Auditor,
Administrators, Company Secretary and Legal Advisers.

In its review of the Annual Report the Committee pays particular
attention to the ownership of assets, the valuations of the
portfolio, recognition of income and outstanding liabilities,

if applicable, which it considers to be of significant importance
in establishing its opinion on it, all of which are covered by the
Auditor in its report and fully discussed with the Auditor.

With regard to the ownership of assets, the Company’s
Depositary and Administrator have confirmed the ownership
of all assets to the Audit Committee’s satisfaction. With regard
‘to the valuations, the Audit Committee notes that 61% of the
portfolio by value is held in assets that are listed and traded
on an exchange; hence forming the basis of the valuation.
Further, of the remaining 39% unquoted, the majority relate
to unquoted fund investments where valuations are supplied
by third party managers. The Committee is satisfied with the:
valuation process. With regard to revenue recognition, the Audit
Committee reviewed the external Auditor’s approach to the
audit prior to the commencement of the audit. The results of
the audit in this area were discussed with the external Auditor
and there were no significant issues arising in relation to the
recognition of revenue. '

The Audit Committee, having considered its responsibilities and
its reporting to the Board, confirms it is not aware of any matter
which it should bring to the attention of either the Board or the
Auditor and considers the Annual Report, taken as a whole, is
fair, balanced and understandable and provides the information
“necessary for shareholders to assess the Company’s position and
performance, business model and strategy.

‘The Audit Committee considers the external Auditor’s
independence, objectivity and the cost effectiveness of the

- tendered for the year ended 31 March 2020 as Grant Thornton

audit process through a process of feedback from the Company
advisors, including the Company Secretary and Portfolio
Manager. The Committee also meet with the Auditor directly

to discuss the Annual Report, the work the Auditor has carried
out as part of its review and any matters raised. The current
audit partner is Andrew Heffron who has overseen the audit

and non-audit work relating to the Company on behalf of Granti

Thornton UK LLP since October 2016.

The level of non-audit services provided to the Company by the
Auditor is monitored, as is the Auditor’s objectivity in providing
such services, to ensure that the independence of the audit
team from the Company is not compromised. Non-audit services
provided by Grant Thornton UK LLP were, historically, in relation
to taxation services and also the review of the Company's
Half-Year Report. A change of regulation in the accounting
industry following the new rules on Auditor Independence in
2017 has meant Grant Thornton UK LLP is no longer able to
provide tax compliance services to the Company and continue
to act as Auditor. Therefore, the Company appointed BDO LLP
as a replacement tax adviser to provide tax compliance services
for the year ended 31 March 2017 onwards. Grant Thornton
continue to act as the Company’s Auditor as well as reviewing
the Half-Year Report. For the year ended 31 March 2019, fees
for non-audit services comprised 10% (2018: 10%) of the

total fees charged by Grant Thornton during the year. The
Committee considers that non-audit fees are sufficiently small to!
not compromise Auditor objectivity and also that the familiarity
with the Company made Grant Thornton the best choice to
review the Half-Year Report. Further information on fees paid to
Grant Thornton UK LLP is contained in “Other Expenses” within
Note 4 of the Financial Statements.

AUDIT TENDER i

Grant Thornton UK LLP has been the Company’s Auditor for
nine years. Prior to that, and before its merger with Grant
Thornton, RSM Robson Rhodes LLP was the Company’s -
auditor since 1989. As the Committee previously indicated,
the statutory audit and associated non-audit services are being

is required to rotate away from acting as the Company's auditor
before the 31 March 2020 audit would be complete. The
Committee would like to take this opportunity on behalf of
itself, the Board and all shareholders to thank Grant Thornton
for its professional and constructive service over the years.
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CORPORATE GOVERNANCE REPORTS

Audit Committee Report
Continued

grhe Committee has conducted an audit tender process and

will recommend the appointment of PwC. PwC has expressed
its willingness to act as Auditor to the Company, subject to the
completion of its client take-on procedures, and a resolution to
:appoint PwC as Auditor to the Company will be proposed at the
forthcoming AGM.

For and on behalf of the Audit Committeé

g,

Jonathan Davie
;1-\udit Committee Chairman
20 June 2019

v

2

]
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Directors’ Remuneration Report

Despite the inclusion of the Strategic Report, the Companies Act
continues to require the Company to produce a separate report
on the Directors’ Remuneration and that the Board approves the
Report and signs it to confirm its accuracy. There are elements of
the Directors’ Remuneration Report that are audited, by law, by
the Company’s Auditor. The Auditor's opinion is included in its
report on page 46. '

The Board has prepared this Report in relation to all Directors
who have served during the year and in accordance with

the requirements of 5.420-422 of the Companies Act 2006.
Ordinary resolutions for the approval of this Report will be put
to shareholders at the forthcoming AGM.

ANNUAL STATEMENT .

The Company has five non-executive Directors. The Board as
a whole fulfils the function of a Remuneration Committee.
The Chairman has prepared this statement on behalf of

the Board.

There have been no changes to remuneration during the year
to0 31 March 2019, either on an individual basis or for the Board
as a whole. The most recent update to Directors’ remuneration
was made in the year to 31 March 2016 when Jonathan Davie
became Chairman of the Audit Committee. All Directors have
served for the full year, although ali retired at the AGM on

27 July 2018 as is the Company policy and were subsequently
re-elected.

POLICY ON DIRECTORS’ REMUNERATION

The Board's policy is that the remuneration of non-executive
Directors should include a basic pay level and should reflect the
experience of the Board as a whole, be appropriate for the work
carried out and the responsibilities, financial and reputational
risks undertaken, including additional remuneration for any
roles in addition to the responsibilities of the non-executive
director role - for example, the chairman. The remuneration
does not include a performance related element and Directors
do not receive bonuses, share options, pensions or long-term
incentive schemes. The total remuneration of the Board will -
be kept within the limits set out in the Company’s Artlcles of
Association, as amended from time to time.

The fees for the non-executive Directors are within the limits
(maximum total fee of £175,000) set. This policy was approved !
at the AGM held on 28 July 2017 with 99.99% of the votes. cast
being In Favour of the policy and the remaining 0.01% being
Against. The policy was approved for a period of three years
from 1 July 2017. i

DIRECTORS’ SERVICE CONTRACTS

It is the Board's policy that every Director has a service contract.
None of the service contracts is for a fixed term. The terms of
appointment provide that a Director shall retire and be subject
to re-election at the first AGM after appointment. The Board
has decided each Director will retire annually at the AGM

and seek re-election as appropriate. The terms also provide
that either party may give three months’ notice. In certain
circumstances a Director may be removed without notice and
compensation will not be due-on leaving office. There are no ,
agreements between the Company and its Directors concermng
compensation for loss of office.

REMUNERATION COMMITTEE

The Board fulfils the function of a Remuneration Committee
and considers that the specific appointment of such

a committee is not appropriate for an investment trust company
such as Hansa Trust. The level of Directors’ fees is monitored.
annually and formally reviewed every three years in the light of -
the level of their responsibilities, duties and other circumstances
including the level of fees in other comparabtle companies. The
Company Secretary provides relevant information when the
Directors consider the level of Directors’ fees. The Directors’
Remuneration Policy was approved by shareholders at the AGM !
on 28 July 2017 such that the previous overall cap of £175,000 °
was maintained on annual Directors’ fees. |
FUTURE POLICY TABLE

Al of the Directors are non-executive, Whose only remunera‘uon
is a fee. The implementation of the above policy could give rise 4
to the following increase in fees:

Cusrent  Potential future |

total fee total fee .

- £000 £000 :

Non-executive Director fees 141 175 |

f

|
|
|
i
H
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CORPORATE GOVERNANCE REPORTS

Directors’ Remuneration Report

Continued

The Board has appointed the Company Secretary to provide
relevant information when the Directors consider the level of
,Dlrectors fees.

lf, in the future, recruitment of another non-executive director
;s deemed necessary by the Board, the remuneration would be
imanaged within the overall limit of £175,000. If this were not
possible, it would be necessary to return a revised remuneration
bolicy to shareholders for their consideration. As above, the
Company Secretary provides relevant information when the
Dlrectors consider the level of Directors’ fees. The criteria for
agreelng the fees of any incoming non-executive director
_'would be the same criteria used to assess the remuneration of
"existing Directors.

POLlCY FOR NOTICE PERIODS

‘The current Directors’ service contracts stipulate three months'’
yvritten notice to be given by either the Director or the Company
to terminate the serwces of a Director. The Board consider this

|s sufficient notice" 10 ensure.an, orderly hand over between

the parties. —

SHAREHOLDLE/RS'\VI'EWS ON' l}EMUNERATION POLICY
The formal wews)of unconnected ‘shareholders have not been
sought in the | preparation of this policy:

EMPLOYEES

The Company does not have: any employees and, therefore, no
Chief Execlitive Oﬁlcer Accordlngly, the c‘lls/closures required
'under/paragraphs 18(2) 19 (38 -and’39 of,Schedule 8-to. the
Large and lvledmm sized Companles and Groups (Accounts s:and

Reports) Regulations 2008 Sre-not. reqmred Alex Hammond-
[ 7 k/ﬁn [ Chambers
ANNUAIL RE?,OR'QON REMUNERATlON Jonathan Davie
Dnrectorl's ‘Emolum\en‘ts‘ (l‘t\udnted) Raymond Oxford

The Company does. not have any employees only non executwe
Difectdrs who receive only a, basrc\fee p'Ius repayment of

expenses incurred i \m the course of p‘erformmg th{elr duties.
JTherefore, the use of the deta|led remuneratron table

74 RN

as pres'crllb;ed in, the leglslatlon-|s not approprlate here
N condensecj;gble\shOWIng the information relevant to the
Directors*remuneration.is shown in its place.

QY =

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

2019 2019 2018 2018

Fee Total Fee Total

] £000 £000 £000 £000

Alex Hammond-Chambers 38 38 38 38
(Chairman)*

Jonathan Davie 30 30 30 30

Raymond Oxford 25 25 25 25

William Salomon 23 23 23 23

Geoffrey Wood 25 25 25 25

141 141 141 141

*The amounts due in respect of Alex Hammond-Chambers’ fees are
paid to his service company.

The Company pays National Insurance contributions on the
Directors’ emoluments where applicable. This amounted to
£6,564 (2018: £6,707). The Company also pays the expenses of
the Directors to attend the Board Meetings.

DIRECTORS’ INTERESTS (AUDITED)

Directors must seek permission from the Chairman before
trading in shares, taking note of any Closed Periods. Other than
that, there are no specific rules on Directors’ shareholdings.

The interests of Directors and their connected parties in the
Company at 31 March 2019 are shown below.

‘A’ non-voting

Ordinary Nature
shares of Ordinary of
Sp each shares of 5p each interest
2019 2019 2018 2018
4,900 4,900 10,600 10,600 Beneficial
4,000 4,000 26,000 26,000 Beneficial
1,850 1,850 1,850 1,850 Beneficial
William Salomon 2,115,869 2,115,869 98,700 98,700 Benefiial
Geoffrey Wood 1,000 1,000 2,000 2,000 Beneficial

As at 20 June 2019, the date of signing of these Annual
Accounts there were no changes to report to the
Dlrectors holdings.
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William Salomon is the senior partner of Hansa Capital Partners
LLP. Fees payable to Hansa Capital Partners LLP amounted to
£2,335,435 (2018: £2,238,104). The fees outstanding at the
year-end amounted to £197,735 (2018: £189,575). During

the year, no rights to subscribe to the shares of the Company
were granted to, or exercised by Directors, their spouses or
infant children.

YOUR COMPANY’S PERFORMANCE
The graph below shows the ten year cumulative total return
to shareholders:

TEN YEAR NET ASSET VALUE AND
SHARE PRICE TOTAL RETURN
180%
160%
140%
120%
100%
80%
60%
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DIRECTORS’ ATTENDANCE

The Directors meet as a Board on a quarterly basis and at other
times as necessary and the table below sets out the number of
meetings and the attendance at them by each Director.

Mar-18

Audit
: Strategic Board Committee
Number of meetings held 1 7 2
Number of meetings attended:
Alex Hammond-Chambers 1 7 2
Jonathan Davie 1 7 2
Raymond Oxford 1 6 2
William Salomon 1 7 2
Geoffrey Wood 1 7 2

STATEMENT OF VOTING AT THE AGM

The Directors’ Remuneration Report for the year ended

31 March 2018 was presented. at the AGM held on

27 July 2018. At that meeting, the Directors’ Remuneration
Report was approved by 99.48% of the votes cast.

The Directors’ Remuneration Report for the year ended

31 March 2019 will be presented to the AGM on 29 July 2019.

On behalf of the Board, and invaccordance with Part 2 of
Schedule 8 of the Large and Medium-sized Companies and

Groups (Accounts and Reports) Regulations 2008 (as amended), :‘

| confirm that the above Report on Directors’ Remuneration
summarises, as applicable, for the year ended 31 March 2019:

(a) the major decisions on Directors’ remuneration;

(b) any substantial changes relating to Directors' remuneration
made during the year; and

(¢) the context in which those éhanges occurred and decisions
have been taken.

For and on behalf of the Board

Alex Hammond-Chambers
Chairman

20 June 2019
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FINANCIAL STATEMENTS

Independent Auditor's Report to the
Members of Hansa Trust PLC

INDEPENDENT AUDITOR’S REPbRT TO THE MEMBERS OF HANSA TRUST PLC

Our opinion on the financial statements is unmodified

We have audited the financial statements of Hansa Trust PLC (the ‘company’) for the year ended 31 March 2019, which
comprise the income stateme‘ht,jthe balance sheet, the statement of changes in equity, the cashflow statement and notes
to the financial statements, including a summary of significant accounting policies. The financial reporting framework that
has been applied in their preparatlon is applicable law and International Financial Reporting Standards (IFRSs) as adopted
by the European Union.

In our opinion the financial statements:

* give a true and fair view of the state of the company’s affairs as at 31 March 2019 and of its profit for the year
then ended;

» have been properly prepared in accordance with IFRSs as adopted by the European Union; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the ‘Auditor’s responsibilities for the audit of the financial
statements’ section of our reborfc. We are independent of the company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied to public interest
entities, and we have fulfilled:our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to principal risks, going concern and viability statement
We have nothing to report in respect of the following information in the annual report, in relation to which the ISAs (UK) require
us to report to you whether we have anything material to add or draw attention to:

¢ the disclosures in the annual report set out on pages 14-15 and 61-63 that describe the principal risks and explain how they
are being managed or mitigated;

« the directors’ confirmation, set out on page 14 of the annual report that they have carried out a robust assessment of the
principal risks facing the company, including those that would threaten its business model, future performance, solvency
or liquidity; .

o the directors’ statement, set out on page 16 of the financial statements about whether the directors considered it appropriate
to adopt the going concern basis of accounting in preparing the financial statements and the directors’ identification of any
material uncertainties to the company’s ability to continue to do so over a period of at least twelve months from the date of
approval of the financial statements;

e whether the directors’ statement relating to going concern required under the Listing Rules in accordance with Listing Rule
9.8.6R(3) is materially inconsistent with our knowledge obtained in the audit; or

» the directors’ explanation, set out on page 16 of the annual report as to how they have assessed the prospects of the
company, over what period they have done so and why they consider that period to be appropriate, and their statement as
to whether they have a reasonable expectation that the company will be able to continue in operation and meet its liabilities
as they fall due over the period of their assessment, including any related disclosures drawing attention to any necessary
qualifications or assumptioris. :

Overview of our audit approach
* Qverall materiality: £3,373,000, which represents 1% of the company's Net Assets;

* Key audit matters were identified as existence and valuation of quoted and unquoted investments; and
occurrence and completeness of investment income.

¢ Our audit approach was a risk based substantive audit focused on investments at the year end and investment
income recognised during the year. There was no change in our approach from prior year.
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Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current period and include the most significant assessed risks of material misstatement (whether or not
due to fraud) that we identified. These matters included those that had the greatest effect on: the overall audit strategy;

the allocation of resources in the audit; and directing the efforts of the engagement team. These matters were addressed in
the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide

a separate opinion on these matters.

KEY AUDIT MATTER

HOW THE MATTER WAS ADDRESSED IN THE AUDIT

Risk 1 - Existence and valuation of
quoted and unquoted investments
The company’s business is to achieve

a growth of shareholder value, from

a concentrated, long-term, non-index
correlated investment portfolio. The
investment portfolio is a significant,
material item in the financial statements
and the main driver of the company’s
performance.

Incorrect asset pricing or a failure

to maintain proper legal title of the
investments held by the company
could have an impact on the portfolio
valuation and, therefore, the return
generated for Shareholders.

We therefore identified the existence
and valuation of unquoted investments
as a significant risk, which was one of
the most significant assessed risks of
material misstatement.

For unquoted investments, our audit work included, but was not restricted to:

¢ Assessing whether the company's accounting policy for unquoted investments
is in accordance with IFRSs and the Association of Investment Companies
“Statement of Recommended Practice: Financial Statements of Investment
Trust Companies and Venture Capital Trusts” (AIC SORP) and testing whether
the company has accounted for unquoted investments in accordance with
the policy;

e Assessing whether the valuations were performed in accordance with the
International Private Equity and Venture Capital Valuation guidelines;

¢ Obtaining an understanding of the investment valuation process for Private
Equity funds by testing the fund’s latest available audited financial statements
and by reviewing the fund’s latest quarterly reports;

¢ Obtaining a direct confirmation of the investments held by the company at the
year-end from the respective fund administrators.

e Testing the additions and disposals on a sample basis to determine the
additions and disposals were accurately recorded and occurred.

For quoted investments, our audit work included, but was not restricted to:

e Assessing whether the company's accounting policy for quoted investments
is in accordance with the requirements of IFRS 9 Financial instruments and
the AIC SORP and testing whether the company has accounted for such
investments in accordance with the policy;

e Agreeing the existence of investments holdings to the confirmation from the
company'’s custodian;

* Testing the additions and disposals on a sample basis to determine the additions
and disposals were accurately recorded and occurred, and

¢ Comparing the valuation to an independent source of market prices.

The company's accounting policy on non-current investments is shown in
Note 1(d) to the financial statements and related disclosures are included in
Note 10. ) :

Key observations
Our audit work did not identify any material misstatements conc