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Investment Objective

Invesco Perpetual UK Smaller Companies Investment Trust plc is an
investment trust whose investment objective is to achieve long-term total
returns for shareholders primarily by investment in a broad cross-section of

- small to medium sized UK quoted companies.
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Financial
Highlights

Total Return Statistics® At 31 January

2021 2020 Change
(dividends reinvested) -
’ Total shareholders' funds (£'000) 191,380 205,243 t -6.8%
Change for the year (%) " Net asset value™ per share (NAV) 565.76p 606.74p -6.8%
92021 Share price™® 483.00p | 606.00p -20.3%
©2020 Discount® (14.6)% ©.10% :
Net asset value (NAV)®®@ Gearing": *
+30.4 - gross qearihg nil il
- net gearing nil nil
= net cash 2.2% 2.7%
Maximum authorised gearing 7 7.8% 7.3%
For the year ended 31 January . 2021 2020
Return” and dividend per ordinary share:
Revenue . 3.3ip ' 10.13p
Capital (25.69)p 133.21p
Share priceV'® - T
Total (22.38)p 143.34p
35.2 First interim dividend 3.75p 3.75p
Second interim dividend 3.75p 3.75p
Third interim div_idend 3.75p 3.75p
Final dividend 8.07p 7.35p
Total dividends 19.32p 18.60p +3.9%
Dividend Yield® 4.0% 3.1%
Dividend payable for the year (£'000):
- from current year net revenue 1,121 3,340
- from revenue reserve and capital reserve 5,414 2,877
6,535 6,217
Benchmark Index@ Capital dividend as a % of year end net assets® 2.8% 1.4%
Ongoing charges™ 0.97%

+13.7

0.97%

-0.9 @ Source: Refinitiv.

Companies) with income reinvested.
FTSE All-Share Index®
+10.7
-7.5

Notes: “ Alternative Performance Measure (APM). See Glossary of Terms and Alternative Performance Measures on
pages 69 to 72 of the financial report for details of the explanation and reconciliations of APMs.

@ The Benchmark Index of the (;ombany is the Numis Smaller Companies Index (excluding Investment




Ten Year Historical Record

Net revenue

return
available Dividends on Total Net asset
Gross | for Ordinary Shares”  shareholders value per Share Ongoing Performance
Year to Income shareholders Cost Rate funds share price charges fee
31 January £000 £000 £000 P £000 P p % %
2012 3,590 2,852 2,676 5.00 126,771 237.64 187.50 0.89 0.31
2013 4,123 3,370- 3,193 6.00 | 152,034 | 285.73| '246.50 0.87
2014 4,555 3,673 3,459 6.50 { 195,749 367.89 316.75 0.83 -
2015* 4,468 3,930 7,316 13.75 196,214 370.98 328.25 .0.83 0.73
2016 . 5,331 4,779 7,609 14.30 207,657 390.27 362.00 0.82 1.01
2017 4,523 3,924 9,099 17.10 ‘ 241,603 454.06 432.00 (_).82. 0.44
2018 4,116 3,573 6,833 ' 20.80 178,571 543.56 520.00 0.82 1.27
2019 4,080 3,521 6,110 18.60 158,285 481.81 465.00 0.88 0.07
2020 3,924 3,340 6,217 18.60 205,243 606.74 606.00 0.97 n/a
20217 1,682 ¢ -« 1,121 6,535 - 19.32 191,380 565.76 483.00 0.97 n/fa
(1) The dividends shown above are those. proposed in respect of each year.
{2) Dividend policy changed 2015.
(3)The 38.26% take-up of the tender offer in June 2017 is reflected in the decrease in shareholder's funds at the year end.
(4) The performance fee arrangement was removed with effect from 1 February 2019 and the base management fee was increased from 0.65% to 0.75% per annum. Dividend was
maintained at 2019 level as a result of market disruption caused by Covid-19.
(%) Dividend poficy reinstated to target dividend yield of 4% of the year end share price as discussed in the Chairman's Statomont.
Ten Year Total Return Performance
Annualised
: Three Five Ten
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 years years years
1 .
Share Price % -1.7 | 346 ; 314 5.8 1 16.2 | 24.0 9 248 -68 i 352 |-168 | 1.6 | 10.2 | 13.2
[Net Asset Value (NAV)% | 04 | 226|313 | 247106 | 206|239 | 78304 | 31| 52117 122]
" Benchmark Index % -1.8 1256318 26 3.8 186 i 151 -74 : 13.7 : -09 14, 73 89
. Jvariance (NAVtondex% | 14| 301 -05L 50| 681 20]°881 -041167 | 22 38 44| 33|

Source: Refinitiv.

Industry Allocation of Portfolio vs Benchmark
As.at 31 January 2021 .

@ Portfolio
40% —

35% —
30%
25%
20% —
15%
10% —

5% —

@ Benchmark




Cumulative Ten Year Share Price and NAV Performance vs Benchmark and FTSE All-Share Index (Total Return) -
Figures have been rebased to 100 at 31 January 2011 .

[ ] Share Price © Benchmark Index
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: Source: Refinitiv.

Five Year Dividend History . Five Year Dividend Yield History

22p 7 20.80p 5%
20p 18.60p  18.60p
4.0% 4.0% 4.0% 4.0%
18p = 4% —
16p
14p
P 3%
12p
10p -
2% -
8p 7
6p
4p 1% —
2p
0Op - 0%
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
The dividends shown above are those proposed in respect of The dividend yield is based on the share price as at 31 January
each year, and are in pence per share. each year, See the Chairman’'s Statement for further

explanation of the 2021 dividend and yield.

Yield Since 31 January 2016
Peer Group Average vs Company
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Dear Shareholders,

Below is a summary of performance and other
information for the financial year under
review. This includes:

- reinstatement of the Company’s dividend
policy targeting a dividend yield of 4% of
year end share price;

- continuing to deliver a yield in excess of
its UK Smaller Company Investment Trust
peer group; and '

- enhancement of the dividend from
realised capital profits in the context of
annualised long term growth.

Chairman’s
| Statement |

Performance

For the year ended 31 January 2021 your Company returned
-3.1% in net asset value (NAV) terms, underperforming its
Benchmark Index, the Numis Smaller Companies Index (excluding
Investment Companies), which returned -0.9%, (in each case
measured on a total return basis). While the Portfolio Managers
express their disappointment at having underperformed the
Company’s benchmark, the Board has been impressed with their
disciplined approach to investment in the face of such turbulent
market conditions.

The Company's share price total return for the year was -16.8%
(2020: +35.2%). The Board believes sentiment towards the
Company, reflected in its share price and discount performance
over the year, is at least in part due to expectations around the
level of dividend the Company would pay in future years. Dividend
and dividend policy are covered on the next page.

for informatioﬁ, against the wider UK stock market (as measured
by the FTSE All-Share Index), which returned -7.5%, the Company
outperformed by 4.4% over the same period.

As at the latest practicable date prior to the publication of this
report, being 20 April 2021, the discount stands at 9.0% and the
Company’s share price has risen by 21.5%, the NAV has risen
14.0% and the Benchmark Index is up 14.7% over the period
between 1 February and 20 April 2021.

Share Price - Company versus benchmark index and peer group average

@ Benchmark (total return)
@ IPU Share Price (total return)
220

200
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Source: Refinitiv.
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Discount/Premium

During the year the shares traded within the range of -21.7%
(discount) to +3.3% (premium).

The Board continues to monitor the discount level at which the
Company's shares trade and may seek to limit any future volatility
through the prudent use of both share issuance and share
buybacks, as the circumstances require.

Premium/(discount) - Company versus the peer group average

@ |PU (Company) Discount
@ Peer Group Average Discount

5%

20% | '
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Source: Refinitiv.

Dividend and dividend policy

Shareholders will recall that last year the Board made the decision
to maintain the Company's dividend at the prior year pence per
share level. This decision was made against a background of
trying to assess the impact of Covid-19 on UK smaller companies,
an increasing number of announcements of dividend cuts for cash
conservation purposes.within portfolio companies and uncertainty
as to when or whether recovery might occur. Unlike many
investment trusts, your Company does not have revenue reserves
to cail upon in times of income deterioration as these were
distributed in full to shareholders in 2015 when the Company’s
dividend policy was amended. However, the Company does have
sufficient capital profits from which dividends can be and have
been enhanced since 2015. ’

Through the twelve month period, the Company's dividend policy
has remained under review and, as promised, the Board has kept
shareholders updated with their thinking. Midway through 2020,
revenue receipts and the outlook at that point led the Board to
believe a progressive dividend policy, starting from the
established position would be the most sensible way ahead, given
the importance of dividends to shareholders.

Uncertainty surrounding whether the Board would be able to
resume the Company's previous dividend policy, namely, to pay
out all income earned within the portfolio and to enhance it
annually through the use of a small amount of realised capital
profits with a target dividend yield of 4% of year end share price,
has weighed on the Company's share price performance and
discount rating over the past twelve months. This can be seen in
the chart showing the Company’s discount versus its investment
trust peers. .

In recognition of the above, together with the improved outlook

for recovery described by the Portfolio Managers, ongoing.

monetary stimulus provided by governments and rollout of
vaccine programmes across the world, the Board is pleased to
confirm to shareholders that the Company’s dividend policy will
be reinstated, including the target dividend yield of 4% of year
end share price.

For the year under review, this will result in a larger payment from
realised capital profits ‘than the Board would, under normal

Jul-18

Jan-19 Juk19 Jan-20 Jul-20 Jan-21

circumstances be comfortable to recommend. However, in these
exceptional times, the Board believes it is appropriate in the
context of the Portfolio Managers’ expectations for annualised
capital growth within the smaller companies investment universe
continuing to be attractive.

The Board has decided that the Company will propose a final
dividend of 8.07p to bring the total dividend paid for the year to
19.32p (2020: 18.60p). This represents all of the available
revenue earned by the Company's portfolio over the vyear,
together with 16.01p from realised capital profits. Revenue per
share has decreased from 10.13p last year to 3.31p this year,
which means that the resulting balance of dividend being paid
from realised capita! profits represents 2.8% of net assets at the
year end and it continues to represent a relatively small
proportion of the longer-term total returns achieved by the
Manager.

The Company's dividends are paid quarterly in September,
December, March and June. For the year ended 31 January
2021, three interim dividends of 3.75p each have already been
paid and the Board has announced a proposed final dividend of
8.07p per share, making a total for the year of 19.32p per share.
The final dividend will be payable, subject to shareholder approval,
on'11 June 2021 to shareholders on the register on 14 May
2021 and the shares will go ex-dividend on 13 May 2021.

Board Composition and Succession

Planning

During the year the Board reviewed its composition and
succession planning and consequently engaged Fletcher Jones
Ltd, an external search consultant, to conduct a search for a new
Director. As a result, Mike Prentis was appointed a Director of the
Company on 22 February 2021 and will accordingly stand for
election by shareholders at the forthcoming AGM.

Mike is a former fund manager specialising in the UK smaller
companies sector and his skills will complement those of the other
members of the Board. More details about Mike's career and
experience are set out on page 25.

Having served on the Board for over 10 years, Christopher
Fletcher will retire as a Director of the Company at the conclusion



of the forthcoming AGM. The Board and | would like to thank
Christopher for his years of excellent service to the Company.

I am pleased to announce that Bridget Guerin will be appointed
as Chairman of the Management Engagement Committee and
Senior Independent Director with effect from the conclusion of
the AGM. Following the AGM, the Board will consist of four Non-
Executive Directors with a range of skills which the' Board
considers is an appropriate mix for your Company at this time.

~ Environmental, social and governance

(ESG) matters

Shareholders are rightly concerned that their Company should be

seen to be investing in companies which operate in a responsible

and sustainable way. The Portfolio Managers set out their own

approach within the Investment Strategy section of their report

and greater detail about Invesco’s policies can be found in the
_ Strategic Report on pages 18 to 21. .

Annual General Meeting (AGM’)

The Company’'s Annual General Meeting will be held at 12 noon
on 10.June 2021 at 43-45 Portman Square, London W1H 6LY.
Details of the business of the meeting are set out in the Notice of
Meeting on pages 62 to 65. The Board is mindful of the travel
and meeting restrictions in place in response to Covid-19 and
therefore the AGM will be held as a closed meeting. Shareholders
are therefore encouraged to submit their votes .by proxy.
Shareholders are also strongly encouraged to lodge their vote
either electronically via the Registrar's ‘online portal, contacting
your platform provider or using a Form of Proxy to appoint the
Chairman of the AGM as your proxy to vote on your behalf.

The Board is cognisant of the fact that many shareholders value
the opportunity to hear from the Portfolio Managers and the
Board. | would like therefore, to invite you to attend a webinar
with'us on 2 June 2021 at 10 am. A presentation will be made
by Jonathan Brown followed by a question and answer session.

Shareholders can submit questions during the webinar or in -
advance by writing to the Company Secretary at the address
given on page 68 or investmenttrusts@invesco.com. Details on
how to register for the event are available via the Company's
website www.invesco.co.uk/ipukscit

OutAlook

At the time of writing this statement there is bbth optimism as
the vaccine programme is rolled out in the UK together with
uncertainty surrounding further waves of new variants of .

Covid-19 in Europe and the wider world. As a result, it is still _ '

difficult to assess the tonger-term impacts of the pandemic on
the operations of businesses and public services not to mention
on everyday life. However, there is generally a8 more optimistic
feel to the forecasts for growth being published at a company
level and more broadly across the UK economy.

Vaccine disputes apart, the trade agreement negotiated to deliver

- Brexit also appears to be providing sufficient certainty to allow

businesses to take a more positive view of trading with the EU
and to invest accordingly.

Your Portfolio Managers have set out their case in the following
pages for a more positive outlook, particularly in the second haif
of this year and the Board retains confidence in their investment

-approach.

In conclusion | would like to thank our Portfolio Managers for their
response to the various challenges which have arisen throughout
the past year. Their professional approach, skills and adaptability
will, we believe, continue to serve your Company well.

Jane Lewis
Chairman

22 April 2021
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Portfolio Manager’s

Report

Portfolio Manager and Deputy Portfolio
Manager

Jonathan Brown is @ member ot the UK Equity team
specialising in smaller companies and has been with
Invesco for more than 13 years. He became the
Portfolic Manager at the end of June 2014.

Jonathan began his investment career with Lazard
Asset Management in 1997, where he specialised in
private client fund administration, before joining Invesco within a
similar role in 2000. In 2004, Jonathan joined the UK Equities team
as a trainee fund manager and, after three years specialising in the
UK small cap sector, became a fund manager in his own right.

Jonathan graduated with a BSc in Bio-Chemistry from UMIST and
has also secured both the Investment Management Certificate
from the CFA Socicty of the UK and the Securities Institute
niploma.

Robin West is the deputy Portfolio Manager. Robin
started his career at KPMG and is a small company
specialist who warked at Invesco initially, then Oriel
Securities and Aviva Investors, before returning to
Invesco in 2014.

Investment Review

The year under review was unusually turbulent. The Covid-19
pandemic and the measures put in place by governments to
combat its effects had a profound impact on individuals, markets,
and the economy. The market collapse in March was one of the
most dramatic on record in terms of both pace and amplitude,
with many indices falling 30-40%. The economic impact was
equally historic, with the UK economy suffering its worst
contraction in over 300 years. In the face of such unprecedented
events, central banks initiated huge monetary stimulus
programmes to support the economy by targeting both
companies and individuals. This led to a significant recovery in
equity markets, which received a further boost later in the year
as positive news about vaccine programmes emerged. It is
remarkable that after such a tumultuous period, equity markets
had recovered most.of the losses and in some cases ended the
year in positive territory.

Over the year to 31 January 2021 the UK stock market, as
measured by the FTSE All-Share Index, declined 7.5% on a total
return basis. Smaller companies, as measured by the Numis
Smaller Companies Index (excluding Investment Companies),
fared better, declining just 0.9% on a total return basis over the
year.

Portfolio Review

Against this background, your Company generated a net asset
value total return of -3.1% for the fiscal year. As your fund
managers, we are disappointed to have underperformed the
market over the period. However, we believe that maintaining
valuation discipline and a focus on good quality, growing business
will continue to produce good returns over the long term for our
shareholders. In terms of sector performance, it was a year of

Invesco Perpetual UK Smaller Companies
Investment Trust plc

Performance attribution for the year ended
31 January 2021

Total
Absolute
%
Met asset value total return®™ -3
Less: Benchmark total return® -0.9
| Relative underperformance 2.2 |
Analysis of Relative Performance
Portfolio total return including
cash and excluding expenses _ -2.1
Less: Benchmark total return® -0.9
Paortfalio underperformance . -1.2
Net gearing effect -
Management fees -0.8

Other expenses ’ -0.2

[totar -2.2 |

(1) Source: Refinitiv.

Performance attribution analyses the Company's net asset value
performance relative to its benchmark.

Portfolio (under)/outperformance measures the relative effect of the
Company’s investment portfolic-including cash and excluding expenses
against that of its benchmark.

Net gearing effect measures the impact of borrowings less any cash
balances on the Company's relative performance. This is nil where
there is no gearing in a year.

Management fees and other expenses reduce the level of assets and
therefore result in a negative effect for relative performance. There
are no fees or expenses imputed to the benchmark index.

two halves, with the worst performing sectors in the first half of
year (Leisure & Consumer Goods) becoming the best performing
sectors in the second half. )

At the individual stock level, the best performers included:

. Keywords Studios (+118%), which provides outsourced services

to the computer games industry. The sector fared well through
the crisis and Keywords Studios continued to grow its presence
in areas such as art creation, language translation and games

- engineering. Financial administration business JTC (+47%), which

provides services to real estate and private equity funds,
multinational companies and high net worth individuals,
weathered the crisis well. It benefits from long-term contracts and
recurring revenue, which along with some earnings accretive
acquisitions enabled the business to grow despite the pandemic.
Kainos (+60%), an IT services business which reduces
administrative costs for the government by creating systems that
allow people to “self-serve” in areas such as paying their road



tax, continued to perform well. The company is seen as an
ongoing winner as the public and private sector continue to
modernise their interactions with customers.

The portfolio also benefited from a number of new holdings
bought in the depths of the market sell off. These included:
Builders merchant, Grafton (+112%), which sold off very heavily
in March but has recovered strongly as the construction industry
resumed work ahead of many other sectors. Low cost gym
operator, The Gym Group (+124%) also presented us with an
exciting opportunity, falling 75% from its pre-crisis level. We are
confident the business will return to growth once lockdowns are
eased. Pub group Mitchells & Butlers (+98%) also fell heavily.
The stock was trading at around half asset value, which offered
the potential for significant upside even in the event of a
protracted return to normality.

inevitably there were disappointments in the period:
Housebuilder, Vistry (-42%), fell as much as 65% in the sell-off.
Trading has recovered well, and the business is in a strong
financial position, which has given us confidence to add to the
holding. Jamies Fisher and Sons (-49%), which is a marine
services business, saw lower demand for its services as Covid-19
disrupted its end markets. We still believe the business has a good
future, and its expertise in the construction of offshore wind
farms should drive growth once normal working practices resume.
Promotional products business 4imprint (-29%) has been an
excellent stock for us over the years, but it saw sharply lower
demand for its products as face to face meetings were curtailed
by the crisis. The company has emerged from previous downturns
with a stronger market position, so we took the opportunity to
add to the holding. )

Investment Strategy

Our investment strategy remains unchanged. The current
portfolio is comprised of 78 stocks with the sector weightings
being determined by where we are finding attractive companies
at a given time, rather than by allocating assets according to a
“top down" view of the economy. We continue to seek growing
businesses, which have the potential to be significantly larger in
the medium term. These tend to be companies that either have
great products or services, that can enable them to take market
share from their competitors, or companies that are exposed to
higher growth niches within the UK economy or overseas. We
prefer to invest in cash generative businesses that can fund their
own expansion, although we are willing to back strong
management teams by providing additional capital to invest for
growth.

The sustainability of returns and profit margins is vital for the long
term success of a company. The assessment of a business's
position within its supply chain and a clear understanding of how
work is won and priced are key to determining if a company has
“pricing power”. It is also important to determine which
businesses possess unique capabilities, in the form of intellectual
property, specialist know-how or a scale advantage in their
chosen market. In normal times we conduct around 300 company
meetings and site visits a year, and these areas are a particular
focus for us on such occasions. During the past year, these
meetings have been conducted virtually.

Environmental, social and governance (ESG) issues have become
a key focus for many investors. Analysis of these factors has
always been a core part of our investment process. The impact
of environmental liabilities, socially dubious business practices
and poor corporate governance, on share prices can be very
significant. We always seek to quantify the cost and probability of
‘environmental risks within a business, and factor this into our
valuation considerations. Social issues can be less tangible, but
we try to avoid businesses, which whilst acting within the law, run
the risk of a public backlash, or being constrained by new
legislation. When it comes to the governance, board structure and

incentivisation, we proactively consult with all the businesses we
own and will vote against resolutions where standards fall short
of our expectations.

Significant Holdings

The 5 largest holdings in the portfolio at the end of the period
were:

B RWS (3.8% of the portfolio) is a language translation
business with world leading positions in the translation of
patents, scientific and technical texts. The specialist
knowledge and requirement for precision in these kinds of
areas allows the business to generate strong margins. The
business recently merged with SDL, which enhanced its
language technology capability and created the world’s
largest language translation business.

B JTC (3.2% of the portfolio) is a financial administration
business operating primarily in the Channel Islands but also
with offices in North America and Europe. It provides
services to real estate and private equity funds, multinational
companies and high net worth individuals. The business has
a strong reputation for quality and has augmented its organic
growth with acquisitions. The business benefits from long
term contracts, giving it excellent earnings visibility.

®  CVS (3.2% of the portfolio) is a leading veterinary services
business, which owns over 500 vet surgeries and specialist
centres, predominantly in the UK. The scale of the business
gives it purchasing power, allowing it to generate a higher
margin than individual surgeries. Management successfully
built a significant share of UK market and have recently
entered continental Europe. The business is relatively
unaffected by the economic cycle, and with more money
being spent-on the wellbeing of the nation's pets, can
continue to grow for many years to come.

B Future (3.0% of the portfolio) is a media business which is
successfully transitioning from publishing magazines to
running a diverse range of niche interest websites such as
TechRadar, What Hi-Fi, Period Living and Digital Camera
World. The business aims to produce relevant, high quality
content and monetise it via subscriptions, advertising, and
e-commerce. Management have been successful in
revitalising numerous brands, and the company has grown
revenue and profit both organically and via acquisition.

®  Clinigen (2.5% of the portfolio) is a healthcare business
which is a world leader in the specialist distribution of drugs
to geographies where they haven't been formally approved,
experimental drugs to acutely ill patients and comparator
drugs into medical trials. These activities give management
insight into drugs that could potentially be used on a wider
basis. This enables management to acquire the rights to
compounds where they can increase profitability by
achieving further approvals for new categories of patients.

Outlook

Despite the UK economy suffering its biggest set-back in
300 years, we think the building blocks are in place for a strong
recovery in the second half of 2021. The current pace of the
vaccination programme should mean that we see a significant
reduction in the number of deaths and hospitalisations from
Covid-19, paving the way for the government to loosen the
emergency restrictions. We believe there is considerable pent-up
demand for both leisure and retail spending, and due to the high
savings rate during lockdown, the consumer sector could be a
driver of strong GDP growth from the summer onwards.
Additionally, the Brexit trade agreement gives businesses
certainty around trading arrangements with the EU, allowing
companies to invest with confidence. The government has
provided unprecedented support for the UK economy during the
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pandemic, and we expect continued support, for example, in
infrastructure to help further drive the recovery from the
pandemic.

s 'is understandable,'given the level of uncertainty, that analysts

and companies have taken a cautious view on the pace of -
recovery; with a fair wind we believe many businesses will exceed
these expectations and to have regained historic levels of revenue
within twelveto twenty-four months. Beyond that we believe that
the growth opportunities for our investee companies remain
undiminished, and in many cases they have emerged from the
crisis with enhanced market positions and growth potential.

While the events of the last year have taken a heavy toll on
individuals, companies, and the economy, we face the future with
optimism. We believe our approach of investing in good quality
businesses at sensible valuations remains the correct strategy for
achieving long term returns.

Jonathan Brown
Portfolio Manager

Robin West
Deputy Portfolio Manager

22 April 2021



Business
Review

Purpose, Culture, Business Model and Strategy

Invesco Perpetual UK Smaller Companies
Investment Trust plc is an investment
company and its investment objective is set out
below. The strategy the Board follows to
achieve that objective is to set investment
policy and risk guidelines, together with
investment limits, and to monitor how they are
applied. These are also set out below and have
‘been approved by shareholders.

The Company's purpose is to generate returns for shareholders
by investing their pooled capital to achieve the Company's
investment objective through the application of its investment
policy and with the aim of spreading investment risk.

As the Company has no employees, the business model the
Company has adopted to achieve its objective has been to
- contract its operations to appropriate external service providers.
The Board has oversight of the Company’s service providers, and
monitors them on a formal and regular basis. The Board has a
collegiate culture and pursues its fiduciary responsibilities with
independence, integrity and diligence, taking advice and outside
views as appropriate and constructively challenging and
interacting with service providers, including the Manager.

The Company has contracted the services of Invesco Fund
. Managers Limited (the 'Manager’) to manage the portfolio in
accordance with the Board's strategy and under its oversight. The
Portfolio Manager responsible for the day to day management of
the portfolio is Jonathan Brown, assisted by Robin West, Deputy
Portfolio Manager. The Manager has delegated portfolio
valuation, fund accounting and administrative services to The
Bank of New York Mellon, London Branch.

In addition, the Company has contractual arrangements with Link
Asset Services to act as registrar and The Bank of New York
Mellon (International) Limited (BNYMIL) as depositary and
custodian.

Investment Objective

The Company is an investment trust whose investment objective
is to achieve long-term total returns for shareholders, primarily
by investment in a broad cross-section of small to medium sized
UK quoted companies.

Investment Policy

The portfolio primarily comprises shares traded on the London
Stock Exchange and those traded on AIM. The Portfolio Manager
can also invest in unquoted securities, though these are limited
to a maximum of 5% of gross assets at the time of acquisition.

The Manager seeks to outperform its benchmark, the Numis
Smaller Companies Index (excluding Investment Companies) with
income reinvested. As a result, the Manager's approach can, and
often -does, result in significant overweight or underweight
positions in individual stocks or sectors compared with the

benchmark. Sector weightings are ultimately determined by stock
selection decisions. .

Risk diversification is sought through a broad exposure to the
market, where no single investment may exceed 5% of the
Company's gross assets at the time of acquisition. The Company
may utilise index futures to hedge risk of no more than 10% and
other derivatives (including warrants) of no more than 5%. In
addition, the Company will not invest more than 10% in collective
investment schemes or investment companies, nor more than
10% in non-UK domiciled companies. All these limits are
referenced to gross assets at the time of acquisition.

Borrowings under this investment policy may be used to'raise
market exposure up to the lower of 30% of net asset value and
£25 million.

Dividend Policy

The Company's dividend policy is to distribute all available
revenue earned by the portfolio in the form of dividends to
sharcholders. In addition; the Board has approved the use of the
Company's capital reserves to enhance dividend payments.
Therefore, the total dividend, paid to shareholders on a quarterly
basis, comprises income received from the portfolio, with the
balance coming from capital reserves.

In normal circumstances, the dividend for the year is calculated
to give a yield of 4% based on the year end share price.

Performance

The Board reviews performance by reference to a number of Key
Performance Indicators which include the following:

B the movement in the net asset value (NAV‘) per share on a
total return basis;

m the net asset value and share price performance relative to
the benchmark index and the peer group;

® the discount/premium to net asset value;

m  dividend per share; and

- the ongoing charges.

The ten year record for the NAV and share price performance
compared with the Company’s benchmark index can be found on
page 5, and the five year discount record is on page 8. The
ten year record for dividends and ongoing charges is shown on
page 5. .

Results and Dividends

In the year ended 31 January 2021, the net asset value total
return was -3.1%, compared with a total return on the benchmark
index of -0.9%, an underperformance of 2.2%. The discount at
the year end was 14.6% (2020: 0.1%). The Portfolio Managers’

- Report shows an analysis of the relative performance in a table

on page 10.

For the year ended 31 January 2021, three interim dividends of
3.75p per share were paid to shareholders in September and
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December 2020 and March 2021. A final dividend of 8.07p per
share will be paid on 11 June 2021 to shareholders on the
register on 14 May 2021. This will give total dividends for the
year of 19.32p (2020: 18.60p), representing a yield of 4%
based on the share price as at 31 January 2021. Further details
are provided in the Chairman'’s Statement on page 8. Of the total
dividend, 17% (2020: 54%) was generated from revenue in the
year. The remainder was funded from realised capital reserves
and represents 2.8% (2020: 1.4% from revenue reserve and
realised capital reserves) of the year end net assets.

Financial Position and Borrowings

At 31 January 2021, the Company's net assets were valued at
£191 million (2020: £205 million), comprising a portfolio of
equity investments and net current assets, with no borrowings
(2020: £nil).

Borrowings under the Company's investment policy may be used
to raise market exposure up to the lower of 30% of net asset value
and £25 million. The Company currently has an overdraft facility
with The Bank of New York Mellon under which borrowings are
limited to the maximum of 30% of net assets and £15 million,
whichever is the lower. The overdraft facility is available for
gearing or settlement purposes and was not drawn at the year
end (2020: £nil).

Outlook, including the Future of the
Company

The main trends and factors likely to affect the future
development, performance and position of the Company's
business can be found in the Portfolio Managers' Report. Details
of the principal risks affecting the Company are set out under
‘Principal Risks and Uncertainties’ below.

Principal Risks and Uncertainties

The Directors confirm that they have carried out a robust
assessment of the emerging and principal risks facing the
Company, including those that would threaten its business model,
future performance, solvency or liquidity. Most of these risks are
market related and are similar to those of other investment trusts

investing primarily in listed markets. The Audit Committee reviews’

the Company's risk control summary at each meeting, and as part
of this process, gives consideration to identify emerging risks. Any
emerging risks that are identified, that are considered to be of
significance will be recorded on the Company's Risk Control
Summary with any mitigations. In carrying out this assessment,
consideration is being given to the market and the impact from
the Coronavirus (Covid-19) outbreak.

Market (Economic) Risk: Factors such as fluctuations in stock
markets, interest rates and exchange rates are not under the
control of the Board or the Portfolio Manager, but may give rise
to high levels of volatility in the share prices of investee
companies, as well as affecting the Company's own share price
and the discount to its NAV. To a limited extent, futures can be
used to mitigate this risk, as can the judicious holding of cash
or other very liquid assets. The risk could be triggered by
unfavourable developments globally and/or in one or more
regions, contemporary examples being the market uncertainty
in relation to Covid-19 pandemic. The Directors have assessed
the market impact of Covid-19 through reqular discussions with
the Portfolio Managers and the Corporate Broker.

Investment Risk: The Company invests in small and medium-
sized companies traded on the London Stock Exchange or on
AIM. By their nature, these are generally considered riskier than
their larger counterparts and their share prices can be more
volatile, with lower liquidity. In addition, as smaller companies
may not generally have the financial strength, diversity and
resources of larger companies, they may find it more difficult
to overcome periods of economic slowdown or recession. |

The Portfolio Managers' approach to investment is one of
individual stock selection. Investment risk is mitigated via the
stock selection process, together with the stow build-up of
holdings rather than the purchase of large positions outright.
This allows the Portfolio Manager, cautiously, to observe more
data points from a company before adding to a position. The
overall portfolio is well diversified by company and sector. The
weighting of an investment in the portfolio tends to be loosely
aligned with the market capitalisation of that company. This
means that the largest holdings will often be amongst the larger| -
of the smaller companies available.

The Portfolio Manager is relatively risk averse, looks for lower
volatility in the portfolio and seeks to outperform in more
challenging markets. The Portfolio Manager remains cognisant
at all times of the potential liquidity of the portfolio.

There can be no guarantee that the Company’s strategy and
business model will be successful in achieving its investment
objective. The Board monitors the performance of the Company
and has guidelines in place to ensure that the Portfolio Manager
adheres to the approved investment policy. The continuation of
the Manager's mandate is reviewed annually.

Shareholders' Risk: The value of an investment in the Company
may go down as well as up and an investor may not get back
the amount invested. The Board reviews regularly the
Company's investment objective and strategy to ensure that it
remains relevant, as well as reviewing the composition of the
shareholder register, peer group performance on both a share
price and net asset value basis, and the Company's share price
discount to net asset value per share.

The Board and the Portfolio Manager maintain an active
dialogue with the aim of ensuring that the market rating of the
Company’s shares reflects the underlying net asset value; both
share buy back and issuance facilities are in place to help the
management of this process.

Borrowings: The Company may borrow money for investment
purposes. If the investments fall in value, any borrowings (or
gearing) will magnify the extent of any loss. If the borrowing
[facility could not be renewed, the Company might have to sell
investments to repay any borrowings made under it.
All borrowing and gearing levels are reviewed at every Board
meeting and limits agreed. The Company did not use any
borrowings during the year.




Reliance on the Manager and other Third Party Service|
Providers: The Company has no emplayees and the Directors |
are all non-executive. The Company is therefore reliant upon
the performance of third party service providers for its executive
function and service provisions. Third party service providers
are subject to ongoing monitoring by the Manager and the
Company. The Company's operational structure means that all
cyber risk (information and physical security) arises at its third
party service providers, including fraud, sabotage or crime
against the Company. Failure by any sérfvice provider to carry
out its obligations to the Company in accordance with the terms
of its appointment could have a materially detrimental impact
on the operation of the Company and could affect the ability of
the Company successfully to pursue its investment policy. The
Company’s main service providers, of which the Manager is the
principal provider, are listed on page 68. The Directors have
reviewed the operational readiness as detailed in the
“Operational Resilience Risk" section.

The Manager may be éxposed to reputational risks. In particular,
the Manager may be exposed to the risk that litigation,
misconduct, operational failures, negative publicity and press

Damage to the reputation of the Manager could potentially
result in counterparties and third parties being unwilling to deal
with the Manager and by extension the Company, which carries
the Manager's name. This could have an adverse impact on the
ahility of the Company to pursue its investment policy
successfully.

The Audit Committee reviews reqularly the performance and
internal controls of the Manager and all third party providers
through audited service organisation control reports, together
with updates on intormation sacurty and busingss coOntINUITy
plans and testing, the results of which are reported to the Board.
The Manager reviews the performance of all third party
providers reqularly through formal and informal meetings.

-

Regulatory Risk: The Company is subject to various laws and
regulations by virtue of its status as an investment trust, its
listing on the London Stock Exchange and being an Alternative
Investment Fund under the Alternative Investment Fund
Managers Directive. A [nss of investment trust status could lrad
to theé Company being subjéct té corporation tax oh the
chargeable capital gains arising on the sale of its investments.
Other control failures, either by the Manager or any other of
the Company’s service providers, could result in operational or
reputational problems, erroneous disclosures or loss of assets
through fraud, as well as breaches of regulations.

The Manager reviews the level of compliance with tax and other
financial regulatory requirements on a regular basis. The Board
regularly considers all risks, the measures in place to control
them and the possibility of any other risks that could arise. The
Manager's Compliance and Internal Audit Officers produce
reqular reports for review at the Company's Audit Committee.

Further details of risks and risk management policies as they
relate to the financial assets and liabilities of the Company are
detailed in note 16 to the financial statements.

speculation, whether or not it is valid, will harm its reputation. |.

Operational Resilience Risk: The Company's operational
capability relies upon the ability of its third party service
providers to continue working throughout the disruption caused
by a major event such as the Covid-19 pandemic.

The Manager’s business continuity plans are reviewed on an
ongoing basis and the Directors are satisfied that the Manager
has in place robust plans and infrastructure to minimise the
impact on its operations so that the Company can continue to
trade, meet regulatory obligations, report and meet shareholder
requirements. o T

As the impact of Covid-19 continues, the Manager has
mandated work from home arrangements and implemented
split team working for those whose work is deemed necessary
to be carried out on business premises. Any meetings are held
virtually or via conference calls. Other similar working
arrangements are in place for the Company’s third-party service
providers. The Board receives regular update reports from the
Manager and third party service providers on business
continuity processes and has been provided with assurance
from them all insofar as possible that measures are in place for
them to continue to provide contracted services to the
Company.

———— e ———

‘Viability Statement

In accordance with provision 31 of the UK Codc of Corporate
Governance, the Directors have assessed the prospects of the
Company over a longer period than 12 months. The Company is
an investinent trust, a collective investment vehicle designed and
managed for tong term lnveslinent. While the appropilate period
over which to assess the Company's viability may vary from year
o year, the lony lenn for the purpose of this vialllity slatement
is currently considered by the Board to be at least five years, with
the life of the Company not intended to be limited to that or any
other period.

The main risks to the Company’s continuation are: poor
investment performance over an extended period; or shareholder
dissatisfaction through failure to meet the Company's investment
objective; or the investment policy not being appropriate in
prevailing market conditions. Accordingly, failure to meet the
Company's invastment ubjeclive, aonl conbibulorny market-and
investment nisks, are deemed by the Board to be principal risks
of the Company and are given particular consideration when
assessing the Company's long term viability. Despite the
disruption from Covid-19 and the impact on global markets, the
Directors remain confident that the Company's investment
strategy will continue to serve shareholders well over the longer
term.

The investment objective of the Company has been substantially
unchanged for many years. The 2015 amendment to dividend
policy gave some additional. weight to targeting increased
dividend income to shareholders. This change does not affect the
total return sought or produced by the Portfolio Manager but was
designed to increase returns distributed to shareholders. The
Board considers that the investment objective remains
appropriate. This is confirmed by contact with major
shareholders.

Performance derives from returns for risk taken. The Portfolio
Managers’ Report on pages 10 to 12 sets out their current
investment strategy. Disruption from global markets during the
year has resulted in under performance at the year end, however,
the Company’'s performance has been strong through different
market cycles, as shown by the ten year total return performance
graph on page 6. There has been no material change in the
Company's investment objective or policy.
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Demand for the Company's shares and performance are not
things that can be forecast, but there are no current indications
that either or both of these may decline materially over the next
five years so as to affect the Company’s viability.

The Company is a closed end investment trust and can pursue a
long term investment strategy and make use of gearing to
enhance returns through investment cycles without the need to
maintain liquidity for investor redemptions.

Based on the above analysis, including review of the revenue
forecast for future years along with stress testing of the portfolio
valuation, the Directors confirm that they expect the Company
will continue to operate and meet its liabilities, as they fall due,
during the five years ending January 2026.

Duty to Promote the Success of the
Company (s.172)

In accordance with the Companies (Miscellaneous Reporting)
Regulations 2018, the below details how the Directors have
discharged their duties under section 172 of the Companies
Act 2006 during the year under review. The Directors have a
statutory duty to promote the success of the Company, whilst
also having regard to certain broader matters, including the need
to cngage with employeces, suppliers, customers and others, and
to have regard to their interests. However, the Company has no
employees and no customers in the traditional sense. In
accordance with the Company’s nature as an investment trust,
the Board's principal concern has been, and continues to be, the
interests of the Company’s shareholders taken as a whole. In
doing so, it has due regard to the impact of its actions on other
shareholders and the wider community. A formal schedule of
matters reserved for decision by the Board details the
responsibilities of the Board. The main responsibilities include:
setting the Company’s objectives, policies and standards; ensuring
that the Company's obligations to sharcholders and others are
understood and complied with; approving accounting policies and
dividend policy; managing the capital structure; setting long-term
objectives and strategy; assessing risk; reviewing investment
performance; approving loans and borrowing; and controlling
risks. The Schedule of Matters Reserved for the Board and the
Terms of Reference for its Committees are reviewed at least
annually and published on the Company's web page.

The Board engages with the Manager at every Board meeting and
receives updates from the Portfolio Managers on a regular basis
outside of these meetings. The Management Engagement
Committee reviews its relationships with the Manager and other
third party service providers at least annually. The Manager holds
regular service review meetings with the Company’s Registrar,
Depositary, Broker, Fund Accountant and Custodian; and reviews
their performance against various service level agreements.
Summaries of these reviews are presented to the Board on a
regular basis and the Manager acts on feedback as appropriate.

At every Board meeting the Directors receive an investor relations
update from the Manager, which details any significant changes
in the Company's shareholder register, shareholder feedback, as
well as notifications of any publications or press articles.

Some of the key disc[.ussions and decisions the Board made during
the year were:

® to appoint Graham Paterson as Chairman of the Audit
Committee on 11 June 2020 following Richard Brooman'’s
retirement. Mr Paterson is a qualified chartered accountant
with over 20 years' experience in private equity;

B to consider the impact of the Covid-19 on the Company and
portfolio holdings;

® to appoint an additional director to enable long term
succession planning and to ensure that the Board had a
balance of skills. After a recruitment process which began

prior to the Company's year end Mike Prentis was appointed
as a Director of the Company with effect from 22 February
2021;

m  to consider Brexit with additional guidance provided by the
Manager and other third-party service providers however, it
was decided that there were no direct changes required; and

® to discuss and adjust the Company’s dividend policy in
response to the impact of Covid-19 on the portfolio and
financial markets. Further details can be found in the
Chairman’s Statement.

The Company communicates with shareholders at least twice a
year providing information about shareholder meetings, dividend
payments and financial results. The Company's page on the
Manager's website provides all shareholder information and hosts
blogs and video presentations (vlogs) by the Portfolio Manager.
The Company holds its Annual General Meeting in London; this
provides shareholders with the opportunity to listen to a
presentation by the Portfolio Manager and meet with Directors
and representatives of the Manager. All shareholders are
encouraged to attend the AGM.in normal circumstances and vote
on the resolutions. Furthermore, the Manager provides a schedule
of regional meetings with institutional investors and analysts to
gather the views and thoughts of institutional investors.

Environmental, Social and Governance
(ESG) Matters

In relation to the portfolio, the Company has, for the time being,
delegated the management of the Company’s investments to the
current Manager, who has an ESG Guiding Framework which sets
out a number of principles that are considered in the context of
its responsibility to manage investments in the financial interests
of shareholders.

The Manayer is comrmitted to being a responsible investor and
applies, and is a signatory to, the United Nations Principles for
Responsible Investment ('PRI'), which demonstrates its extensive
efforts in terms of ESG integration, active ownership, investor
collaboration and transparency. The Manager also achieved a
global ‘A+' rating for its overall approach to responsible
investment for the fourth consecutive year since 2018 as well as
achieving an ‘A’ or ‘A+' across all categories in the 2020
assessment period from PRI for Strategy and Governance. In
addition, the Manager is an active member of the UK Sustainable
Investment and Finance Association as well as a supporter of the
Task Force for Climate Related Financial Disclosure (TCFD) since
2019. The Manager has published its inaugural Climate Change
report in line with the TCFD in July 2020. Aithough TCFD does
not apply directly for the Company at present, the Board confirms
that it will comply with all reporting regulations as they are
implemented.

The Manager has also voluntarily complied with the Sustainable
Finance Disclosure Regulation (SFDR) which came into effect
within the European Union on 10 March 2021 and introduces a
number of sustainability-related disclosure requirements for
financial market participants.

The investment team incorporates ESG considerations in its
investment process as part of the evaluation of new opportunities,
with identified ESG concerns feeding into the final investment
decision and assessment of relative value. The portfolio managers
make their own conclusions about the ESG characteristics of each
investment held and about the overall ESG characteristics of the
portfolio, although third party ESG ratings may inform their view.
Additionally, the Manager's ESG team provides formalised ESG
portfolio monitoring. This is a rigorous semi-annual process where
the portfolio is reviewed from an ESG perspective.

Regarding stewardship, the Board considers that the Company
has a responsibility as a shareholder towards ensuring that high
standards of corporate governance are maintained in the



companies in which it invests. To achieve this, the Board does not

seek to intervene in daily management decisions, but aims to
support high standards of governance and, where necessary, will
take the initiative to ensure those standards are met. The principal
means of putting shareholder responsibility into practice is
through the exercise of voting rights. The Company's voting rights
are exercised on an informed and independent basis. Further
details are shown in the ESG Statement from the Manager on
page 21.

The Company's stewardship functions have been delegated to the
Manager. The current Manager has adopted a clear and
considered policy towards its responsibility as a shareholder on
behalf of thé Company. As part of this policy, the Manager takes
steps to satisfy itself about the extent to which the companies in
which it invests look after shareholders’ value and comply with
local recommendations and practices, such as the UK Corporate
Governance Code. The Manager is also a Tier 1 signatory of the
Financial Reporting Council's Stewardship Code, which seeks to
improve the quality of engagement between institutional investors
and companies to help improve long-term returns to shareholders
and the efficient exercise of governance responsibilities. A copy
of the current Manager's Stewardship Policy can be found at
www.invesco.co.uk. '

A greenhouse gas emissions statement is included in the
Directors' Report on page 29.

Modern Slavery :

The Company is an investment vehicle and does not provide goods
or services in the normal course of business or have customers.
Accordingly, the Directors consider that the Company is not
required to make any slavery or human trafficking statement
under the Modern Slavery Act 2015.

Board Diversity

The Board takes into account many factors, including the balance

- of skills, knowledge, diversity (including gender) and experience,

amongst other factors when reviewing its composition and
appointing new directors. The Board has considered the
recommendations of the Davies and Hampton-Alexander review
as well as the Parker review, but does not consider it appropriate
to establish targets or quotas in this regard. There are no set
targets in respect of diversity, including gender. However,
diversity forms part of both the Nominations Committee and main
Board's deliberations when considering new appointments. The
Company's success depends on suitably qualified.candidates who
are willing, ‘and have the time, to be a director of the Company.
Summary biographical details of the Directors are set out on
page 25. The Company has no employees. At the year end the
Board consisted of four directors, two of whom are women,
thereby constituting 50% female representation.

The Strategic Report was approved by the Board of Directors on
22 April 2021.

Invesco Asset Management Limited
Corporate Company Secretary
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Environmental, social and
corporate governance (ESG)
statement from the Manager

Investing in stocks which have the right
ESG momentum behind them can be a
positive way for our funds to potentially
generate alpha

We draw upon ESGintel, Invesco's
proprietary tool, which helps us to
better understand how companies are
addressing ESG issues

Engaging with companies to understand
corporate strategy today in order to
assess how this could evolve in the
future '

Monitoring how companies are
performing from an ESG perspective
and if the valuations fairly reflect the
progress being made

Our focus as active fund managers is
always on finding mispriced stocks and
ESG integration underpins  our
investment process at every stage.

" The incorporation of ESG into our

investment process considers ESG
factors as inputs into the wider
investment process as part of a holistic
consideration of the investment risk and
opportunity, from valuation through
investment process to engagement and
monitoring. The core aspects of our ESG
philosophy include: materiality; ESG
momentum; and engagement.

m Materiality refers to the
consideration of ESG issues that are
financially material to the corporate
or issuer we are analysing.

B The concept of ESG Momentum, or
improving ESG performance over
time, indicates the degree of
improvement of various ESG metrics
and factors and help fund managers
identify upside in the future. We find
that companies which are improving
in terms of their ESG practices may
enjoy ° favourable ~ financial
performance in the longer term.

®  Engagement is  part of our
responsibility as active owners which
we take very seriously, and we see
engagement with companies as an
opportunity to encourage continual
improvement. Dialogue with
portfolio companies is a core part of
the investment process for our
investment team. As such, we often
participate in board level dialogue
and are instrumental in giving
shareholder views on management,
corporate strategy, transparency,
and capital allocation as well as
wider ESG aspects.

ESG integration is an ongoing strategic
effort to systematically incorporate ESG
Factors into fundamental analysis. The
aim is to provide a 360 degree valuation
of financial and non-financial materially
relevant considerations and to help guide .
the portfolio strategy.

Our investment process has four stages.
In this note we go through in detail how -
ESG is integrated into each stage of our

‘process.

Figure1
Our overall investment process

Research & Idea Generation
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Kesearch & Idea Generation

hileas come from many sourres - our
experienced FMs, other tedin members or
investrment  flnor  colleagues.  varivus
company smeelings, and by exploiting the
inteilectual capital of our sell side tontacts.
We see It as importanl 1o Spnedid our nets
As wide A5 possible when trying to come up
with sinck ildsas which may find their way
into enir poetfnlios. We remain aper minded
as tn the type of companies we will
ronsider. This means not ruting oul
resnpAnies just bt Ause they happen o be
Lapopiilar at that tirme And vice versa.

ESG ¢an viedte opportunities too = ful
example, the benefits of moving towargs
maore susidinable sources of energy like
wind, solar and hydroelectiic.  power
neneration . This highlights the importance
of opportunities brought about by ESG and
nab just the risks, ESG can dlsu influence
the timing anid scale of 4 mispricing being
rarrected in the market,

In be clear, at this eaftly stage ot the
investrnent process we Lypically would nol
rille anl eompanies with a sub-oplilmal ESG
score. Investing in stocks which have Lhe
nght ESG momentum beldnd Lhem - by
focussing  on  funddamentals  and  lhe
broader investment landscape - ¢an he a
urigqua way e onr funds Lo potentially
generate alpha.

Fundamental Resear i & ESG Analysis

Research is at the ¢core of what we do and
is what the investinent team spends most
uf ily Line doing. The key i3 to filter out
those ideas which aren't alianed with our
investment philosuphy and concentrating
on lhuse where we se¢ the strongest
inveshimen! case. Our fundamental analysis
covers nany drivers, for example,
corporate sirateav, market positioning,
comgpelitive dynamics, top down
fundamentals, financials, requlation,
vdludalion, and, of c¢ourze, L5C
considerations, which guide pur apalysis
throughout. The key drivers will differ
according to each stock.

We use o variety of tools from different
providers o measure LSG factors. In
addilion, al liwesca, we have developed
ESGintel, lnvesco's proprietary tonl built by
our Global L[SG  research team in
cullaburatiun with our Technology Strateqy
Innovation and Planning (SHP) team.

ESGintel provides fund mgnayers with
environmental, social and governance
insights, metrics. data points and dircction
ul Lhanye. In gddition, CSGintel offers fund
managers an inlermal rating on & company,
d rating trend, and a rank aqainst sector
peers. The dpproach ensures a targeted
fucus on the issues Lhat matter most for
sustainable  value creation and risk
management.

This provides a holistic view on how a
company’s value chain is impacted in
different ways by various ESG topics, such
as compensation and alignment, health
and safety, and low carbon
transition/climate change.

We always try to meet with a company
prior to investmenl, Based on our
fundamental research, including any ESG
findinygs, we focus on truly understanding
the key drivers and, most importantly, the
palh to change. This helps us better
understand corpoiale strategy today and
how this could evolve in the future. Today,
the subject of ESG is increasingly part of
these discussions, led by us.

Portfolio Construction & Risk
Management

We aim to create a woll-diversified portfolio
of active positions that reflect our
assessment of the potential upside tor each
stock, weighted against our assessment of
the risks. Sustainability and ESG factors will
be assessed alongside other fundamental
drivers of valuation, The impact of any new
purchases will need to be considered at a
fund level. How will it affect the shape of
the portfolio having regard to fund
objectives, existing positions, overall size of
the fund, liquidity and conviction?

We do not seek out stocks which score well
on intcrnal or third party research simply
to reduce portfolio risk. We ask the
guestion, “Why does the idea deserve a
place in the portfolio?” We ask this because
there is a competition for capital, a new
idoa will require something else to be sold
or reduced so that it can be included.
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Ongolng Monitoring

Our fund mapagers and analysts continuousty monitor how the
stocks are” performing as well as considering possible
repiatements. Are The Investment uases slienathening or
weakening? Ars thelr valudtions reftecting the cornparnies’
prospects appropriately? Is the company performing from an
ESG perspactive and are The valuations fairly reftecling the
presgrass being made or not? Are Lthe anticipated kev diivers
plaving oot or not? These goestlons, and theil answers, are all
of equal importance to us.

Hrw rn we monitor our holdings from an ESG persnective?
Agaln, the same resources used during the fundamental stage
are avallable o as e regular imeetings with the management
teams nf the rompanies we own provides an ideal platform to
yiscuss key ESG issues, which will be researched in advance. We
Ataw on our own knowledyge as well ds 1elevant analysis from
aur ESG leAmn and dala from our previously menlivped
praprietary system ESGintel which allows us to monitor progress
and improvemnent against sector perrs. Quiside of cormpany
manaysmenl meetings we constantly discuss as a lean all
televant £SG isstes. either slimulaled internally ur from exlernal
sources.

annitinnal FSG dnalysis is carrled oul v Lhe team, when
warranted, an parkloidar companies, Depending on the
particular case this Is aflen in conjunclivn with the £5G team.
Such o eaces woulld be thase that dre ok cunlliove sial,
considered fn he higher risk and viewed poorly by ESG
providers, resullhig In a valuation discount. We dor'l just look
at the spacific issue considered to be higher risk either, fur
avampie the envirommental sk of an ail comggany, but all areas
or ESG. This means undertaking extensive analysis of social and
governance policies and actions at the sane fime. We would
nnte that this analysls Is an ongoinyg process, lypically invalving
muttiple engagements with the compdiy uver d lung period of
time, Al ESG discossions and interactions are written up -
including our views At Hoghts = with « section sulely
dedicated to ESG. Likewise, research vinrdertaken by the ESG
team is available to the entire Henley investinent floor, and
witier husiness. Frther analysis could be warranted as g resull
nf these discussions.

Challenge, Asscssing & Monitoring Risk

In addition, there are two more formal ways in which our funds
are monitored:

Thete is 4 rigorous seimi-annual review process which includes
a meeting led by Lhe ESG leam to assess how our various
nortfullos dre performing from an E3G perspective. This ensures
a circular process for identifying flags and monitoring of
improveinents over time, These meelings are imporlarit i
capturing issues that have developed and evolved whilst we
have been shiareholders. ILis our responsibility to decide if it is
dupropigle, or not, to investigate these issues in more detail.
nay a3k the £SG6 team to assist in undertaking more analysis
or discuss such issues with the company themselves or external
brokers,

There is also the ‘CIO challenge’, a formal review meeting held
helween Lhe Henley loveslinent Centre's CIO and each fund
maidger. Priur o the imeeling, Lhe Investiment Oversight Team
imepdie d delaited review of a portfolio managed by the fund
manager. This review includes a full breakduwn ol the CSG
performance using Sustainalylics and ISS dalg, such as the
dbsulule ESG peifurmiance of Lhe fund, relative performance to
benchmarks, stocks exposed to severe controversies, top and
bottoim ESG performers, carboen intensity and trends. The ESC
team review the [SG data and develop stock specific or thematic
L5G questions. The £SC performance of the fund is discussed
iin the CIO challenge meeting, with the CIO using the data and
the stock specific questions to analysc the fund manager's level
of [5G integration. The aim of these meetings is not to prevent
a fund manager from holding any specific stock: rather, what
matters is thot thc fund manager can evidence understanding
of L35G issues and show that thcy have been taken into
consideration when building the investment case:

ESG integration is an ongoing strategic ettort to systematically
incorporate ESG Factors into fundamental analysis. Fhe aim 15
to provide a 360 degree valuation of financial and non-financial
materially relevant considerations and to help guide the portfalio
strategy.



Voting Policy

We review AGM and EGM proposals taking into account our own
knowledge of the companies in which our funds are invested, as
well as the comments and recommendations of ISS, Glass Lewis
and VIS. In addition, Invesco provides proprietary proxy voting
recommendations and publishes these recommendations via its
PROXYintel platform. :

All voting decisions remain with the fund manager, however,

where a fund manager votes against an Invesco voting’

recommendation, the rationale for such decision is recorded and
available on the platform. ’

Where there are situations of controversy or differing views
between the consultants mentioned above, we will draw on the
expertise of our internal ESG team for advice. There will be times
when we will follow the recommendations made by proxy research
providers but times where we disagree with the stance being
taken.

Voting in line with management recommendations should not be
seen as evidence of a lack of engagement -or challenge on our
part, but rather that we believe that the governance of the
companies in which we are invested is appropriate for the size of
the company, robust and worthy of support. There may be
instances where we vote in support of management, but the ESG
performance of the company is not perfect and issues have been
identified. In this situation we would have been engaged with the
company leading up to the vote and if necessary, would have
raised concerns and likely given a time horizon or measure for

- improvement which, if not met, could lead to a vote against in the
future. In that respect, our approach to governance is one of
engagement and improvement.

We do not expect companies to change overnight but we do
expect continual review of governance processes and continued
improvement.

Conclusion

The requlatory landscape is rapidly evolving, which
increasingly compels organisations and investors alike to
clearly demonstrate their awareness of ESG issues in their
decisions. Landmark initiatives such as the European
Union’s new Sustainable Finance Disclosure Regqulation
(SFDR) are at the forefront of this shift.

We believe that our approach is honest, coherent and
pragmatic. The principles behind ESG deserve to be
embedded in an investment framework, which encourages
positive change.

Case Study

A recent example of engagement prior to a company's general
meeting involved a vote on the remuneration policy and report
and re-election of the Chair at a company which engages in the
provision of veterinary services. Two third-party research
providers recommended votes in favour of these resolutions.

As part of our stewardship, we reviewed the company’s executive
remuneration policy and engaged with the remuneration
committee on a number of areas where we felt that the policy
could be more closely aligned with peers and shareholder
interests.

In addition, we engaged on director pension arrangements and

- contribution rates to determine if they were aligned with the

majority of the wider workforce. Whilst we received clarification
on a number of points that we raised, we reached the view that
there were some key issues that were not sufficiently addressed.
As a result, we felt unable to support these specific resolutions at
the AGM and voted against.

In addition to executive remuneration, we had engaged with the
company over the past two years on the tenure of the Chair who
had served since 2007 and possible succession. Given the
company is AIM listed, it is not required to comply with the UK
Corporate Governance Code (which requires the chair to be
independent and ceases to be independent after .nine years).
However, we took the view that good governance requires an
independent Chair and given we had raised these issues
previously, after consideration we felt a vote against was again
required. ’

Coupling this with a focus on valuation is, to our minds,
the best way to deliver strong investment outcomes for
our clients' long term. This reinforces our fundamental
belief that responsible investing demands a long-term view
and that a stakeholder-centric culture of ownership and
stewardship is at the heart of ESG integration.
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Investments in Order

of Valuation

AT 31 JANUARY 2021
Ordinary shares unless stated othérwise

Market
] Value "% of
Company Sector £000 Portfolio
RWSAM Support Services 7,160 3.8
J1C Financial Services - 6,039 3.2
Cvsam General Retailers 5,987 3.2
Future Media 5,660 3.0
Clinigen*™ Pharmaceuticals & Biotechnology - 4,634 2.5
Johnson Service®™ Support Services ’ 4,325 2.3
4imprint Media 4,184 2.2
NCC Software & Computer Services 4,041 2.2
Aptitude Software Software & Computer Services . 4,020 2.1
Volution Construction & Materials . 3,780 2.0
| Top Ten Holdings . 49,830 26.5 |
Hilton Food Food Producers 3,655 2.0
Essentra Support Services 3,612 1.9
. Arrow Global Financial Services 3,565 1.9
Hill & Smith Industrial Engineering 3,524 19
Hollywood Bowl: Travel & Leisure 3,368 1.8
Sanne Financial Services 3,281 1.7
Ultra Electronics Aerospace & Defence 3,212 1.7
cLS _ Real Estate Investment & Services 3,111 1.7
Brooks Macdonald*™ Financial Services 3,011 1.6
Energean Oil & Gas Producers 2,950 1.6
[ Top Twenty Holdings 83,119 44.3 |
Keywords Studios™™ Leisure Goods 2,889 1.5
The Gym Group Travel & Leisure 2,874 1.5
Vistry Household Goods & Home Construction 2,701 “1.4
Young & Co's Brewery - Non-Voting*™ Travel & Leisure 2,676 1.4
discoveriE Electronic & Electrical Equipment 2,627 1.4
Crest Nicholson Household Goods & Home Construction 2,625 1.4
Learning Technologies*™ Software & Computer Services 2,613 1.4
James Fisher and Sons Industrial Transportation 2,590 1.4
VP Support Services 2,547 1.4
Vectura Pharmaceduticals & Biotechnology 2,539 1.4
[ Top Thirty Holdings ' 109,800 58.5 |
St. Modwen Properties Real Estate Investment & Services 2,537 1.4
Restore*™ [ Support Services 2,532 1.3
Inspecs™™ | Personal Goods 2,324 1.3
Loungers*™ ) Travel & Leisure 2,290 1.2
Coats General Industrials 2,278 1.2
Severfield Industrial Engineering 2,226 1.2
JD Wetherspoon Travel & Leisure ' 2,205 1.2
Polypipe ' Construction & Materials 2,198 1.2
Vitec industrial Engineering - 2,183 11
Robert Walters Support Services 2,160 1.1
| Top Forty Holdings ' 132,733 _70.7 |




Market N
Value % of
Company Sector £000 Portfolio
Churchill China** Household Goods & Home Construction - 2,138 1.1
Knights*™ Support Services 2,083 1.1
Advanced Medical Solutions*™ Health Care Equipment & Services 2,067 1.1
Kainos Software & Combuter Services 2,052 1.1
Grafton’ Support Services 2,047 11
Jadestone Energy*™ Oil & Gas Producers 2,003 1.1
Workspace Real Estate Investment Trusts 1,927 1.0
Scapa™ Chemicals 1,906 | 1.0
DFS Furniture General Retailers 1872 1.0
Alfa Financial Software Software & Computer Services 1,835. 1.0
{ Top Fifty Holdinas ‘ ' 152,663 81.3 |
Vesuvius Industrial Engineering 1,832 1.0
. Cohort™™ Aerospace & Defence 1,765 0.9
Alpha Financial Markets Consulting"™ Supb_ort Services 1,677 0.9
Topps Tiles General Retailers 1,666 0.9
Ricardo Support Services 1,657 . 09
Mitchells & Butlers Travel & Leisure 1,603 LA
Midwich*™ Support Services 1,586 0.9
Savills Real Estate Investment & Services 1,568 0.8
FOM Software & Computer Services 1,560 0.8
Secure Trust Bank Banks 1,534 0.8
" [Top Sixty Hotdings ' . i . 169,111 0.1 )
Safestore Real Estate Investment Trusts 1,529 0.8
. Gooch & Housego™ Electronic & Electrical Equipment 1,511 0.8
XPS Pensions Financial Services © 1,502 0.8
Marlowe*™ Support Services 1,487 0.8
M&C Saatchi*™ Media 1,428 0.8
Bytes Technology Software & Computer Services 1,245 0.7
Chemring Aerospace & Defence 1,204 0.7
ECO Animal Health*™ Pharmaceuticals & Biotechnology 1,149 0.5
Dunelm General Retailers 1,028 0.5
Sumo*™ Leisure Goods 1,021 0.5 .
|.Top Seventy Holdings 182,215 97.0 |
Tyman ‘Construction & Materials ' 936 0.5
LSL Property Services Real Estate Investment & Services 865 0.5
Fuller, Smith & Turner Travel & Leisure 814 0.5
Serco Support Services 747 0.4
Euromoney Institutional Investor Support Services 742 0.4
Thruvision*™ Electronic & Electrical Equipment 573 - 0.3
Premier Oil Oil & Gas Producers 472 0.2-
" Treatt Chemicals ' 418 0.2
] Total Investments (78) ) 187,782 1000

“ nvestments quoted on AIM.

¥ Units - composite of multiple share classes: 1 qrdinary, 1 'C’ ordinary and 17 ‘A’ ordinary share classes. These were simplified by Grafton on 7 March 2021 to one ordinary share class.

The percentage of the portfolio invested in AIM stocks at the year end was 33.3% (2020: 27.8%). There were 25 AIM stocks held at
the-year end, representing 32.1% of the 78 stocks held (2020: 23 AIM stocks held representing 31.9% of the 72 stocks held).
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Directors

Jane Lewis

and was appointed Chairman of the
Board and Nomination Committee with
effect from 6 June 2019. She is an
investment trust specialist who, until
August of 2013, was Director of
Corporate Finance and Broking at
Winterflood Investment Trusts. Prior to
" this she worked at Henderson Global
Investors and Gartmore Investment
Management Limited in investment trust business development

and at West LB Panmure as an investment trust broker. Jane has'

a BA and LLB and also holds the Securities Institute Diploma and
the Investment Management Certificate. Jane is a non-executive
director of Majedie Investments plc, BMO Capital and Income
Investment Trust plc, The. Scottish Investment Trust plc and
BlackRock World Mining Trust plc.

Christopher Fletcher

Joined the Board in December 2010
and was appointed as Chairman of the
Management Engagement Committee
with effect from 6 June 2019. He was
appointed Senior Independent Director
on 11 June 2020. For a number of
years until 2011, he was Head of Retail
Investments at Baillie Gifford & Co with
responsibility for marketing,
administration and non-institutional
business development particularly of investment trusts and
pooled funds. Prior to joining Baillie Gifford & Co in 1997,
"Christopher was a partner in the Edinburgh office of KPMG.

Mike Prentis

Joined the Board on 22 February 2021.

- Mike is a former fund manager and
managing director at BlackRock, He
was fund manager for BlackRock
Smaller Companies Trust plc untif June
2019 and BlackRock Throgmorton
Trust plc until February 2018. Mike is a
non-executive director of Central Asia
Metals plc. He is a chartered
accountant.

Joined the Board in December 2013 -

Bridget Guerin

Joined the Board in May 2018. She has
spent 33 vyears in the investment
industry and has held senior positions
as marketing director at lvory & Sime
and Schroders, where she was
responsible for the launch and support
of several investment trusts. She was
also managing director of Matrix Money
Management Limited. She is currently
a non-executive director of Mobeus
Income & Growth VCT plc, chairman of Schroder Income Growth
Fund plc and chairman elect of Miton UK MicroCap Trust plc. She
is also a non-executive director of GAM Systematic Multi Strategy

Fund and GAM Systematic Core Macro Fund. Bridget is Chairman-

of York Racecourse and is a non-executive director of Beverley
Racecourse. She is also a trustee of the York Racecourse Pension
Fund.

Graham Paterson
Joined the Board on 15 October 2019

Audit Committee on 11 June 2020. He
is an investment and financial services
professional with over 20 vyears'
experience in the private equity
industry. A chartered accountant,
Graham was one of the founding
partners of SL Capital Partners LLP
(formerly Standard Life Investments
(Private Equity) Ltd), where he was a partner and board member
until 2010. During his 13 years at SL Capital, he was one of the
managers of Standard Life Private Equity Trust plc and was a
member of the advisory boards to a number of leading private
equity fund managers. In 2013, Graham co-founded TopQ
Software Ltd which was acquired by eVestment Inc (now part of
NASDAQ Inc) in 2015. Graham is a non-executive director of
Baillie Gifford US Growth Trust plc and Mobeus Income & Growth
4 VCT plc. He is also non-executive chairman of Datactics Limited.

and was appointed as Chairman of the

All Directors are non-executive, are considered independent and
are members of the Audit Committee, Management Engagement
and Nomination Committees.
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Directors’ Report

Introduction

The Directors present their report for the year ended 31 January
2021.

Business and Status

The Company was incorporated and registered in England and
Wales on 7 May 1987 as a public limited company, registered
number 02129187. It is an investment company as defined by
section 833 of the Companies Act 2006 and operates as an
investment trust within the meaning of the Corporation Tax Act
2010 and the Investment Trust (Approved Company) (Tax)
Regulations 2011. HM Revenue & Customs have approved the
Company's status as an investment trust and, in the opinion of
the Directors, the Company has conducted its affairs so as to
enable it to maintain such approval.

Corporate Governance

The Corporate Governance Statement set out on page 33 is
included in this Directors’ Report by reference.

The Board

All directors are non-executive and all are regarded by the Board
as independent of the Company's Manager. The Directors have a
range of business, financial and asset management skills as well
as experience relevant to the direction and control of the
Company.

Chairman

The Chairman of the Board is Jane Lewis, and she has been a
member of the Board since 2013 and Chairman since June 2019.
Jane Lewis is an independent non-executive Director with no
conflicting relationships.

Senior Independent Director

The Senior Independent Director is Christopher Fletcher. He is
available to shareholders if they have concerns which contact
through the normal channels of Chairman or Manager has failed
to resolve or for which such contact is inappropriate. No such
issues were raised during the year. Christopher Fletcher will retire
at the conclusion of this year's AGM and Bridget Guerin will be
appointed as Senior Independent Director.

Board Balance and Independence

The Directors have a range of business, financial or asset
management skills and experience relevant to the direction and
control of the Company. Brief biographical details of members of
the Board are shown on page 25.

When considering the independence of directors, the Board takes
into account their experience and whether a Director is
independent in character and judgement. The Board considers
that all Directors are independent of the Company's Manager.

Board Responsibilities

The Board has overall responsibility for the Company'’s affairs. The
Directors are equally responsible under United Kingdom law for

promoting the success of the Company and for the proper
conduct of the Company's affairs taking into consideration the
likely consequences of any decision in the long-term; the need to
foster business relationships with its Manager and advisers; the
impact of the Company’s operations on the community and the
environment; the desirability of the Company maintaining a
reputation for high standards of business conduct; and the need
to act fairly between shareholders of the Company. This is
reported in the Strategic Report on page 16. The Board is
committed to the prevention of corruption in the conduct of the
Company's affairs and, taking account of the nature of the
Company'’s business and operations, has put in place procedures
that the Board considers adequate to prevent persons associated
with it from engaging in bribery for and on behalf of the Company
and has a zero tolerance approach towards the criminal
facilitation of tax evasion. In addition, the Board is responsible for
ensuring that the Company’s policies and activities are in the
interests of the Company’s shareholders and that the interests of
creditors and suppliers to the Company are properly considered.
The long-term success of the Company is promoted by directing
and supervising its affairs within a framework of effective controls
which enable risk to be assessed and managed.

. The schedule of matters reserved for decision by the Board is

available at the registered office of the Company and on the
Company's section of the Manager's website at
www.invesco.co.uk/ipukscit. The main responsibilities include:
setting the Company’s strategy, and its investment objective and
policies; ensuring that the Company's obligations to shareholders
and others are understood and complied with; approving
accounting policies and dividend policy; managing the capital
structure; reviewing investment performance; approving loans
and borrowing; and assessing risk and overseeing its mitigation.
The Board also seeks to ensure that shareholders are provided
with sufficient information, in order to understand the balance
between risk and reward to which they are exposed by holding
the Company’s shares, through the portfolio details given in the
annual and half-yearly financial reports, factsheets and daily net
asset value disclosures.

The Board meets on a regular basis at least five times each year.
Additional meetings are arranged as necessary. Board meetings
follow a formal agenda, which includes a review of the investment
portfolio with a report from the Manager on the current

-investment position and outlook, strategic direction, performance

versus stock market indices and the Company’s peer group, asset
allocation, gearing policy, cash management, revenue forecasts
for the financial year, marketing and shareholder relations,
corporate governance, regulatory changes, industry best practice
and other issues. .

To enable the Directors of the Board to fulfil their roles, the
Manager ensures that all Directors have timely access to all
relevant management, financial and regulatory information.

There is an agreed procedure for Directors, if thought necessary
in the furtherance of their duties, to take legal advice at the
Company's expense up to an initial cost of £10,000, having first
consuited with the Chairman.

The Board as a whole undertakes periodically the responsibilities
for remuneration. The remuneration of Directors and their



shareholdings are reported on in more detail in the Directors’
Remuneration Report on pages 36 to 38.

The Directors confirm that, so far as they are aware, there is no
relevant audit information of which the Company's auditor is
unaware; and each Director has taken steps that he or she ought
to have taken as a Director to make himself/herself aware of any
relevant audit information and to establish that the Company's
auditor is aware of that information. This confirmation is given
and should be interpreted in accordance with the provisions of
section 418 of the Companies Act 2006.

The Committees

The Board has three committees: the Audit Committee, the
Nomination Committee and the Management Engagement
Committee. Each Committee has written terms of reference,
which clearly define each Committee’s responsibilities and duties.
The terms of reference of each Committee are available for
inspection at the AGM, at the registered office address of the
Company and also available via the Company's section of the
Manager’s website.

Audit Committee

The composition and activities of the Audit Committee are
summarised in the Audit Committee Chairman's Letter on
pages 34 to 35, which is included in this Directors’ Report by
reference.

Management Engagement Committee

The Management Engagement Committee comprises the entire
Board under the chairmanship of Christopher Fletcher. The
Committee meets at least annually to review the investment
management agreement and to review the service provided by
the Manager during the year. Upon Christopher Fletcher's
retirement at the conclusion of the Annual General Meeting,
Bridget Guerin will be appointed as Chairman of the Committee.

Nomination Committee

All Directors are members of the Nomination Committee under the
Chairmanship of Jane Lewis. The Committee meets at least once
a year to review the Board's size, composition and structure, and
to ensure an appropriate balance of skills, experience,
independence and knowledge of the Company. The Committee has
due regard for the benefits of diversity (including gender) of its
members, but has not set any measurable objective for diversity
for the Company or the Committees.

The Committee met twice during the year and reviewed
succession planning. Taking into consideration the skills and
tenure of Directors, as well as Richard Brooman's retirement at
the 2020 AGM the Committee commenced recruitment for a.new
director. An external independent recruitment consultancy,
Fletcher Jones Ltd, was used for this search and the Committee
provided a detailed description of the role and the skills required.
The Company and Directors have no connection with Fletcher
Jones Ltd. As a result, Mike Prentis was appointed to the Board
on 22 February 2021 and stands for election at the forthcoming
AGM.

No Director has a contract of employment with the Company.
Directors’' terms and conditions of appointment are set out in
letters of appointment which are available for inspection at the
registered office of the Company, via the Company's section of
the Manager's website and will also be available at the AGM.

. New Directors are appointed by the Board,

Appointment, Re-election and Tenure of
Directors

following
recommendation by the Nomination Committee. The Articles of
Association require that a Director shall be subject to election at
the first AGM after appointment and re-election at least every
three years thereafter. However, the Board has resolved that all
Directors shall stand for annual re-election at the AGM.

On being appointed to the Board, Directors are fully briefed as to
their responsibilities and are frequently updated throughout their
term in office on industry and regulatory matters. The Manager
and the Board have formulated a programme of induction training
for newly appointed Directors. They have also put arrangements
in place to address ongoing training requirements of Directors
which include briefings from key members of the Manager's staff
and ensure that Directors can keep up.to date with regulation,
best practice and the changing risk environment.

A Director's tenure of office will normally be for up to nine years,
except that the Board may determine otherwise if it is considered
that the continued service on the Board of an individual Director
is in the best interests of the Company and its shareholders. The
Chairman's tenure of office will also normally be for up to nine
years, except that the Board may determine otherwise if it is

considered that the continued service on the Board of a -

Chairman, who has in addition served a period of time as a
Director, is in the best interests of the Company and its
shareholders. In such circumstances, the Chairman may serve up
to an aggregate twelve years as an officer of the Company.

Board, Committee and Directors’
Performance Appraisal

The Directors recognise the importance of the AIC Code's
recommendations in respect of evaluating the performance of the
Board as a whole, the Audit Committee and individual Directors.
The performance of the Board, its Committees and individual
Directors has been assessed during the year in terms of:

] attendance at Board and Committee meetings;

u the ability of Directors to make an effective contribution to
the Board and Committees created by the diversity of skills,
knowledge and experience each Director brings to
meetings; and

n the Board's ability to challenge independently the
Manager's recommendations, to suggest areas of debate
and to set the future strategy of the Company.

The Board has conducted its performance evaluation through
formal questionnaires and discussion between the Directors and
the Chairman/Audit Committee Chairman respectively. The
performance of the Chairman is also evaluated annually, with
discussion of her performance led by the Senior Independent
Director, who in turn provides the Chairman with feedback. The
employment of a third party for the purposes of performance
evaluation has been considered by the Board and will be kept under
review for the future. The result of the most recent performance
evaluation process was that the Board collectively, and the
Directors individually, continue to be effective and demonstrate
commitment to the role.

Attendance at Board and Committee Meetings

All Directors are considered to have a good attendance record at
Board and Committee meetings of the Company. The following
table sets out the number of Directors’ meetings (including
Committee meetings) held during the year ended 31 January
2021 and the number of meetings attended by each Director.
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Meetings: Board

Number of meetings held
(year ended 31 January 2021) 5
Meetings Attended:
Jane Lewis
Richard Brooman (Retired 11 June 2020)
Christopher Fletcher
Bridget Guerin
Graham Paterson

gL NO,

Management

Audit Engagement Nomination
Committee Committee Committee
3 1 2

3 1 2

1 1 2

3 1 2

3 1 2

3 1 2

Mike Prentis was appointed a Director on 22 February 2021 following the Company's year end.

In addition to the above, Directors attended a number of ad hoc meetings during the year.

Directors

Directors’ Interests in Shares

The Directors’ interests in the ordinary share capital of the
Company are disclosed in the Directors’ Remuneration Report on
page 37.

Disclosable Interests

No Director was a party to, or had any interests in, any contract
or arrangement with the Company at any time during the year
or at the year end. The Company has entered into a Deed of
Indemnity with each Director, as expanded upon below.

Conflicts of Interest

The Articles of Association of the Company give the Directors
authority to approve conflicts and potential conflicts of interest,
and safeguards apply. First, only Directors who have no interest
in the matter being considered will be able to take the relevant
decision, and second, in taking the decision the Directors must
act in a way they consider, in good faith, will be most likely to
promote the Company’s success. Directors who have potential
conflicts of interest will not take part in any discussions which
relate to any of their potential conflicts. The Directors are able to
impose limits or conditions when giving authorisation if they think
this is appropriate.

The Company's Register of Potential Conflicts of Interest is kept at
the registered office of the Company. Currently, there are no
recorded potential conflicts of interest of any of the Directors.
Directors must advise the Company Secretary as soon as they
become aware of any potential conflicts of interest.

Directors’ Indemnities and Insurance

The Company maintains Directors' and Officers’ liability insurance
which provides appropriate cover for any legal action brought
against its Directors. In addition, deeds of indemnity have been
executed on behalf of the Company for each of the Directors
under the Company's Articles of Association. Subject to the
provisions of UK legislation, these deeds provide that the
Directors may be indemnified out of the assets of the Company
in respect of liabilities they may sustain or incur in connection
with their appointment.

Internal Controls and Risk Management

The Directors acknowledge that they are responsible for ensuring
that the Company maintains a sound system of internal controls
to safeguard shareholders’ investment and the Company’s assets.

The Audit Committee, on behalf of the Board, has established an
ongoing process for identifying and undertaking a robust
assessment of the risks and emerging risks to which the Company
is exposed by reference to a risk control summary, which maps the
risks, mitigating controls in place, and monitoring and reporting of
relevant information to it. The Audit Committee reviews, at least

annually, the effectiveness of the Manager's system of internal
controls, including financial, operational and compliance and risk
management systems. The Company’s system of internal controls
is designed to manage, rather than eliminate, the risk of failure to
achieve the Company's objective, and can only provide reasonable,
and not absolute, assurance against material misstatement or loss.
The Audit Committee confirms that the necessary actions are taken
to remedy any significant failings or weaknesses identified from their
review. There are no significant failings or weaknesses that have
occurred throughout the year ended 31 January 2021 and up to
the date of this annual financial report.

The Audit Committee reviews financial reports and performance
against revenue forecasts, stock market indices and the Company's
peer group. In addition, the Manager and custodian maintain their
own systems of internal controls and the Audit Committee receive
reqular reports from the Internal Audit and Compliance
departments of the Manager. A formal report from the depositary
is reviewed at the year end audit committee; this report sets out
the results of the depositary’s monitoring throughout the year,
including safeguarding of assets and their valuation, and monitoring
of cash balances and net asset values. Formal reports are also
produced on the internal controls and procedures in place for
custodial, investment management and accounting activities, and
these are reviewed annually by the Audit Committee.

Going Concern

The financial statements have been prepared on a going concern
basis.

The portfolio of investments is comprised entirely of quoted
securities and the ongoing charges are less than 1% of net assets.
As of 22 April 2021, the Company had not used any of its
borrowing facilities and they remain fully available for investment
opportunities within prescribed limits as set by the Board.

The Directors consider that the Company has adequate resources
to continue in operational existence for a period until 31 January
2023. In considering this, the Directors took into account the
factors above, including the liquidity of the portfolio assets, income
and cash forecasts and also the Company’s ability to meet all of its
liabilities, including bank borrowings and ongoing expenses as they
fall due.

The Manager

The Manager, which is also the Company’s Alternative Investment
Fund Manager, is Invesco Fund Managers Limited (IFML). IFML.is an
associated company of Invesco Asset Management Limited ('|AML).
IAML manages the Company's investments under delegated
authority from IFML. The Directors have delegated to the Manager
the  responsibility for the  day-to-day investment
managemant activities of the Company.

The Manager also provides full administration, company
secretarial and accounting services to the Company, ensuring that
the' Company complies with all legal, regulatory and corporate



governance requirements and officiates at Board meetings and
shareholders' meetings. The Manager additionally maintains
complete and accurate records of the Company's investment
transactions and portfolio and all monetary transactions from
which the Manager prepares half-yearly and annual financial
reports on behalf of the Company.

Investment Management Agreement (IMA)

The Manager provides investment and administration services to
the Company under an agreement dated 22 July 2014 and as
amended on 17 April 2015, 10 September 2015 and 6 September
2019. The agreement is terminable by either party giving not less
than six months’ notice and immediately in certain circumstances.

A base management fee is payable monthly in arrears and is
calculated at the rate of 0.75% per annum by reference to the
Company's gross funds under management.

Assessment of the Manager

The Management Engagement Committee has carried out a
review following the Company’s financial year end on 31 January
2021 and determined that the continuing appointment of IFML
as Manager is in the best interests of the Company and its
shareholders.

Company Secretary

The Board has direct access to the advice and services of the
corporate company secretary, Invesco Asset Management
Limited, which is responsible for ensuring that the Board and
Committee procedures are followed and that applicable rules and
regulations are complied with. The Company Secretary is also
responsible to the Board for ensuring timely delivery of
information and reports and that the statutory obligations of the
Company are met. Finally, the Company Secretary is responsible
for advising the Board, through the Chairman, on all governance
matters.

Stewardship

The Board considers that the Company has a responSIblllty as a
shareholder to encourage that high standards of Corporate
Governance are maintained in the companies in which it invests.
The Company’s stewardship functions have been delegated to the
Manager who exercises the Company’s voting rights on an informed
and independent basis. To the extent that voting rights and
exercisable votes are cast it is with a view to supporting high
standards of corporate governance. The Manager's approach to
corporate governance and the UK Stewardship Code can be found
on pages 17 and 33 and on the Manager's website at
www.invesco.co.uk, together with a copy of the Manager's
Stewardship Policy and the Manager’s global proxy voting policy.

Relations with Shareholders

Shareholder relations are given high priority by both the Board
and the Manager. The prime medium by which the Company
communicates with shareholders is through the half-yearly and
annual financial reports, which aim to provide shareholders with
a fuli understanding of the Company's activities and their results.
This information is supplemented by the daily publication of the
net asset value and the monthly and daily fact sheets. At each
AGM, a presentation is normally made by the Manager following
the formal business of the meeting and shareholders have the
opportunity to communicate directly with the whole Board. All
‘shareholders are normally encouraged to attend the AGM.

Shareholders wishing to lodge questions in advance of the AGM
are invited to do so, either on the reverse of the proxy card or in
writing to the Company Secretary at the address given on
page 68.

Shareholders can also visit the Company's section of the
Manager's website in order to access Company specific
information, including: the annual and half-yearly financial

reports; pre-investor information; Key Information Documents
(KIDs); any shareholder circulars; proxy voting results; factsheets;
and Stock Exchange announcements. Shareholders can also
access various Company reviews and information, such as an
overview of UK equities and the Company's share price.

The Board employs Kepler Partners LLP to complement the
marketing activities of Invesco. Kepler is a specialist marketing
firm that seeks to widen investment interest in the Company's
shares amongst the regional offices of private client wealth
managers and other adviser firms. To date, the Board is pleased
with the results produced by Kepler on behalf of the Company
and its shareholders.

Communication with the Board of
Directors

There is a clear channel of communication between the Board
and the Company’s shareholders via the Company Secretary. The
Company Secretary has no express authority to respond to
enquiries addressed to the Board and all communications, other
than junk mail, are redirected to the Chairman for her response.

There is also reqular dialogue between the Manager and individual
major shareholders to discuss aspects of investment
performance, governance and strategy and to listen to
shareholder views in order to help develop an understanding of
their issues and concerns. General presentations to both
shareholders and analysts follow the publication of the annual
results. All meetings between the Manager and shareholders are
reported to the Board.

Greenhouse Gas Emissions

The Company has no employees or property, it does not
combust any fuel or operate any facility. The Company does not
purchase electricity, heat, steam or cooling for its own use.
Accordingly, the quantifiable amount of carbon dioxide
equivalent produced by the Company annually is zero tonnes.
All services are outsourced on a fee basis that is independent
of any energy expended on its behalf and it is not practical, or
required, for the Company to attempt to quantify emissions in
respect of such proxy energy use.

Share Capital

Capital Structure

At 31 January 2021, the Company's issued share capital consisted
of 33,826,929 ordinary shares and 19,382,155 treasury shares.

During the year, the Company did not issue any ordinary shares
from its treasury account nor buy back any shares to its treasury
account. There has been no change to the issued share capital
since the financial year end.

To enable the Board to take action to deal with any significant
overhang or shortage of shares in the market, it seeks approval
from shareholders each year for the authority to buy back and to
issue shares.

Restrictions

There are no restrictions concerning the transfer of securities in
the Company; no special rights with regard to control attached
to securities; no agreements between holders of securities
regarding their transfer known to the Company; and no
agreements which the Company is party to that might affect its
control following a successful takeover bid.

Voting

At a general meeting of the Company, every shareholder has one
vote on a show of hands and, on a poll, one vote for each share
held. The notice of general meeting specifies deadlines for exercising
voting rights either by proxy or present in person in relation to
resolutions to be passed at a general meeting.
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Substantial Shareholders

The Company has been notified of the following holdings of 3% and over of the Company’s share capital carrying unrestricted voting

rights: .

Fund Manager/Registered Holder
Hargreaves Lansdown, stockbrokers (EO)
Interactive Investor (EO)

Royal London Asset Management

West Yorkshire Pension Fund

Charles Stanley

AJ Bell, stockbrokers (EO)

(EO: Execution Only)

Disclosure Required by Listing Rule 9.8.4

The above rule requires listed companies to report certain
information in a single identifiable section of their annual financial
reports. For the year ended 31 January 2021 only one item of
this information applies - disclosure around the issue of shares -
and this is covered by note 12 on page 56 (share capital).

Individual Savings Accounts (ISA)

The ordina_ry shares of the Company are qualifying investments
under applicable ISA regulations.

Business of the Annual General Meeting
(‘AGM) _

The following summarises resolutions of the forthcoming AGM of
the Company, which is to be held on Thursday, 10 June 2021 at
12 noon. The notice of the AGM and related notes can be found
on pages 62 to 65. All resolutions are ordinary resolutions unless
otherwise identified. The Board is mindful of the travel and
meeting restrictions in place in response to Covid-19 and
therefore the AGM will be held as a closed meeting. Shareholders
are therefore encouraged to submit their votes by proxy. You are
strongly cncouraged to lodge your vote cither electronically via
the Registrar's online portal, contacting your platform provider
or using a Form of Proxy to appoint the Chairman of the AGM as
your proxy to vote on your behalf.

The Board is cognisant of the fact that many shareholders value
this opportunity to hear from the Portfolio Managers and the
Board and therefore invite you to attend a webinar with us on
2 June 2021 at 10 am. A presentation will be made by Jonathan
Brown followed by a question and answer session. Shareholders
can submit questions during the webinar or in advance by writing
to the Company Secretary at the address given on page 68 or
investmenttrusts@invesco.com. Details on how to register for
the event are available 'via the Company's website
www.invesco.co.uk/ipukscit

Resolution 1 is for members to receive and consider this Annual
Financial Report (AFR), including the financial statements and
auditor’s report.

Resolution 2 is to approve the Directors' Remuneration Policy.
The Directors’ Remuneration Policy is set out on page 36 of this
AFR.

Resolution 3 is to approve the Annual Statement and Report on
Remuneration. It is mandatory for listed companies to put their
Annual Statement and Report on Remuneration to an advisory
shareholder vote. The Annual Statement and Report on
Remuneration is set out on pages 36 to 38 of this AFR.

Resolution 4 is to approve the final dividend for the year ended
31 January 2021.

7 7 T TAsat T As at
31 March 2021 31 January 2021
Shares % Shares %
4,343,513 12.84 4,243,913 12.55
3,380,884 9.99 2,455,901 7.87
2,380,000 7.04 2,663,540 7.26
2,335,000 6.90 2,335,000 6.90
1,885,244 5.57 1,851,750 5.47
1,391,325 4.11 1,325,120 3.92

Resolutions 5 to 8 are to re-elect and elect Directors.
Biographies of the Directors can be found on page 25.

All Directors will stand for election or re-election by shareholders at
the AGM, with the exception of Christopher Fletcher who will retire
as a non-executive Director and Chairman of the Management
Engagement Committee at the conclusion of the meeting. The
Board has determined that each of the Directors is independent,
continues to perform effectively and demonstrates commitment to
their role. Their balance of knowledge and skills combined with their
diversity and business experience makes a major contribution to the
functioning of the Board and its Committees. Ms Lewis has extensive
investment trust sector experience on both the buy and sell side
and most recently as a non-executive director of several investment
trusts. Ms Guerin had a long executive career in the investment
management industry with investment trust experience and has
brought her broad sector and marketing experience to the Board.
Mr Paterson is a chartered accountant with extensive experience
in the fields of private equity and other early stage investment
vehicles. Mr Prentis brings to the Board his extensive experience
as a fund manager in the investment trust sector and asset
management.industry.

Resolution 9 is to re-appoint Ernst & Young LLP as auditor to
the Company

Resolution 10 is to authorise the Audit Committee to determine
the auditor's remuneration.

Special Business

Special Resolution 11 is to adopt new articles of association.
The Company's articles of association have been updated to
enable the Company to, among other things, hold general
meeting, including annual general meetings, as *hybrid’ meetings.
The Board will only exercise that right where it is determined that
exceptional circumstances dictate. The opportunity has also been
taken to make a limited number of updating and conforming
changes to the Company's articles. The proposed new articles
('New Articles’) and current articles (‘Current Articles’), marked
to show all changes proposed, will be available for inspection at
the AGM, if appropriate, and on the Company's website
www.invesco.co.uk/ipukscit. The changes being introduced in the
New Articles are also summarised in further detail in the
Appendix on page 66.

Resolution 12 is an ordinary resolution to renew the Directors’
authority to allot shares. Your Directors are asking for authority
to allot new ordinary shares up to an aggregate nominal value of
£656,538 (10% of the Company's issued share capital at 22 April
2021). This wili allow Directors to issue shares within the
prescribed limits should opportunities to do so arise that they
consider would be in shareholders’ interests. This authority will
expire at the AGM in 2022 or 15 months following the passing of
this resolution, if earlier.



7 .

Special Resolution 13 is a special resolution to renew the
authority to disapply pre-emption rights. Your Directors are asking
for authority to issue new ordinary shares for cash up to an
aggregate nominal value of £656,538 (10% of the Company’s
issued share capital as at 22 April 2021), disapplying pre-emption
rights. This will allow shares to be issued to new shareholders
without them first having to be offered to existing shareholders,
thus potentially broadening the sharcholder base of the Company.
This authority will not be exercised at a price below NAV (with
debt at fair value) and will expire at the AGM in 2022 or
15 months following the passing of this resolution, if earlier.

Special Resolution 14 is to renew the authority for the
Company to purchase its own shares. Your Directors are seeking
authority for the purchase of up to 14.99% (being 5,070,657
ordinary shares) of the Company's issued ordinary share capital
as at 22 April 2021, subject to the restrictions referred to in the
notice of the AGM. This authority will expire at the next AGM or
15 months following the passing of this resolution, if earlier. Your
Directors are proposing that shares bought back by the Company
cither be cancelled or, alternatively, held as treasury shares with
a view to their resale, if appropriate, or later cancellation. Any
resale of treasury shares will only take place on terms that are in
the best interests of shareholders. The current authority to buy
back shares expires at the ACM and had not been utilised to the
date of this report.

Special Resolution 15 is to permit the Company to hold general
meetings (other than annual general meetings) on at least
14 clear days notice, which is the minimum notice period
permitted by the Companies Act 2006. The Company must
otherwise give at least 21 clear days notice unless two conditions
are met. The first condition is that the Company offers facilities
for shareholders to vote by electronic means. The second
condition is that there is an annual resolution of shareholders
approving the reduction in the minimum notice period from
21 clear days to 14 clear days, hence this resolution being
propused. ILis intended that this flexibilily will be used only where
the Board believes it is in the interests of shareholders as a whole.

The Directors have carefully considered all the resolutions
proposed in the Notice of AGM and, in their opinion, consider
them all to be in the best interests of shareholders as a whole.
The Directors therefore recommend that shareholders vote in
favour of each resolution, as will the Directors in respect of their
own shareholdings. It is recommended that proxy votes are
submitted to the Company's Registrar as soon as possible either
by proxy form or via electronic voting. Details of this can be found
on page 64.

At the AGM held on 11 June 2020, the Company received
significant votes against three resolutions. These were in respect
of resolution 1 to receive the annual report, resolution 6 to
re-elect Christopher Fletcher as a Director of the Company and
resolution 7 to re-elect Bridget Guerin as a Director ‘of the
Company.

A significarit proportion of the vote against came from one
shareholder which votes in line with the recommendations of a
shareholder. advisory consultancy.

In relation to Resolution 1, the issue was that shareholder
correspondence to the Board is through the Company's
correspondence address, which is an office of Invesco Asset
Management Limited (IAML), the Company Secretary. In common
with many investment trusts, the Company’s management
agreement includes the provision of company secretarial services
by IAML and, as set out on pages 28 to 29 of the Annual Financial
Report, ‘The Company Secretary has no express authority to
respond to enquiries addressed to the Board and all
communications, other than junk mail, are redirected to the
Chairman.’ The Board remains satisfied that Shareholders can
communicate freely with Directors as required.

In relation to Resolution 6, it was considered that Christopher
Fletcher was not an independent Director. As stated earlier in this
report, Christopher Fletcher will not stand for re-election at the
forthcoming AGM.

In relation to Resolution 7, it was considered that Bridget Guerin
was not independent as she was a non-executive director of
Charles Stanley Group plc and Charles Stanley is a significant
shareholder in the Company, which raised concerns over potential
conflict of interest. Ms Guerin stepped down as a director of
Charles Stanley Group plc with effect from 30 September 2020.

By order of the Board

Invesco Asset Management Limited
Corporate Company Secretary

Perpetual Park
Perpetual Park Drive
Henley-on-Thames
Oxfordshire

7;C:/61_—<

'RGY 1HH

22 April 2021
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The Company’s Corporate
Governance Framework

The Board and Committees’

Responsibility for good governance lies with the Board. The governance framework of the Company reflects the fact that, as an Investment
Company, it has no employees and outsources investment management to the Manager and administration to the Manager and other

external service providers.

The Board

Chairman - Jane Lewis

Senior Independent Director
- Christopher Fletcher

Three additional
non-executive directors

Key responsibilities:

- to set strategy, values and
standards;

- to provide leadership
within a framework of
prudent effective controls
which enable risk to be
assessed and managed;

- to challenge constructively
and scrutinise performance
of all outsourced activities;

and '

- to set the remuneration
policy of the Company.

|
1
|
j

i

e e e ey

Management Engagement Committee ‘
: |

Chairman: Christdpher Fletcher

i
Members: All directors ;

Key objective:
- to review reqularly the management

contract and the performance and
remuneration of the Manager.

i

Audit Committee

Chairman: Graham Paterson :
Members: All directors [

Key objectives:
- to oversee the risk and control
environment and financial reporting; and

|

[

E

|

|
- to review other service providers, including |
the auditor. |

Nomination Committee

Chairman: Jane Lewis
Members: All directors

Key objectives:
- to review regularly the Board's structure 5
and composition; and '*

- to make recommendations for any
changes or new appointments.




Corporate Governance

Statement

FOR THE YEAR ENDED 31 JANUARY 2021

The Board is committed to maintainihq high standards of
corporatc governance and is accountable to sharcholders for the
governance-of the Company’s affairs.  ~

The Board has considered the principles and recommendations
of the AIC Code of Corporate Governance (AIC Code). The AIC
Code addresses the principles set out in the UK Corporate
Governance Code (UK Code), as well as setting out additional
provisions on issues that are of specific relevance to investment
trusts. ’ )

The AIC Code is available from the Association of Investment
Companies (www.theaic.co.uk). The UK Code is available from
the Financial Reporting Council website (www.frc.org.uk).

The Company has complied with the pfinciples and provisions of
the AIC Code and the relevant provisions of the UK Code, except
for the provisions relating to:

m  the role of the chief executive;
] executive directors’ remuneration; and
L] the need for an internal audit function.

For the reasons set out in the UK Code, and as explained in the
UK Code, the Board considers that these provisions are not
relevant to the position of Invesco Perpetual UK Smaller
Companies Investment Trust plc, it being an externally managed
investment company with no executive employees and-in view
of the Manager having an internal audit function. The Company
has therefore not reported further in respect of these provisions.

Information on how the Company has applied the principles of
the AIC Code and the UK Code is provided in the Directors’ Report
as follows: ) . : )

The composition and operation of the Board and its committees
are detailed on page 32 and pages 34 to 35 in respect of the
Audit Committee.

The Company’s approach to internal control and risk management
is detailed on page 28. :

The contractual arrangemehts with, and assessment of, the
Manager are summarised on pages 28 and 29.

The Company's capital structure _and voting rights are

_summarised on page 29.

The most substantial shareholders in the Company are listed on
page 30.

The rules concerning the appointment and replacement of
directors are contained in the Company's Articles of Association
and are discussed on page 27. There are no agreements between
the Company and its directors concerning compensation for loss
of office.

Powers to issue or buy back the Company's shares, which are

- sought annually, and any amendments to the Company's Articles

of Association require a resolution to be passed by shareholders.

By order of the Board :
Invesco Asset Management Limited '
Corporate Company Secretary

Perpetual Park
Perpetual Park Drive,
Henley-on-Thames,
Oxfordshire RG9 1HH

22 April 2021
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Audit Committee
Chairman’s Letter

FOR THE YEAR ENDED 31 JANUARY 2021

Dear Shareholder,

| am pleased to report on the range of work that the Audit
Committee has undertaken and the judgements it has exercised
during the year. The Committee meets at least three times in the
year. It continues to support the Board in fulfilling its oversight
responsibilities, reviewing financial reporting, operation of the
system of internal controls and management of risk, the audit
process and the Company's process for monitoring compliance
with laws and regulations.

The Audit Committee is chaired by me, Graham Paterson and the
other members throughout the year were Christopher Fletcher,
Bridget Guerin and Jane Lewis. Mike Prentis was appointed to the
Committee on 22 February 2021, subsequent to the Company’s
year end. The Chairman of the Board is a member of the
Committee to ensure that she is kept fully informed of all matters
that arise and to bring her financial services experience to the
Committee. The Committee members consider that collectively
they have substantial recent and relevant financial experience to
fulfil their roles. The Committee as a whole has competence
relevant to the sector. A separate risk committee has not been
established and the operation of risk management processes.and
controls is overseen by the Audit Committee.

The Audit Committee’s responsibilities include, but are not limited
to:

- evaluation of the effectiveness of the internal controls and
risk management systems, including reports received on
the operational controls of the Company’s service providers
and the Manager's whistleblowing arrangements;

- consideration of the annual and half-yearly financial reports
prepared by the Manager, of the appropriateness of the
accounting policies applied and of any financial judgements
and key assumptions therein, together ensuring
compliance with relevant statutory and listing
requirements;

- advising the Board on whether the Committee believes that
the annual financial report, taken as a whole, is fair,
balanced and understandable and provides the necessary
information for shareholders to assess the Company's
position and performance, business model and strategy;
and ’

- managing the relationship with the external auditor,
including evaluation of their reports and the scope,
effectiveness, independence and objectivity of their audit,
as well as their appointment, re-appointment,
remuneration and removal.

Representatives of the Manager’'s Compliance and Internal Audit
Departments attend at least two meetings each vyear.
Representatives of the external auditor, Ernst & Young LLP,
attend two Committee meetings. One at which the audit plan is
presented and discussed and the other at which the draft annual
financial report is reviewed and are given the opportunity to speak
to Committee members without the presence of representatives
of the Manager.

The audit programme and timetable are drawn up and agreed
with the auditor in advance of the end of the financial period and
matters for audit focus are discussed and agreed. The auditor
ensures that these matters are given particular attention during
the audit process and reports on them, and other matters as
required, in their report to the Committee. This report, together
with reports from the Manager, the Manager’s Internal Audit and
Compliance departments and the depositary form the basis of the
Audit Committee's consideration and discussions with the various
parties, prior to approval and signing of the financial statements.

Principal Matters Considered by the
Committee in 2020/21

During the year, the Committee discharged its responsibilities by
monitoring, reviewing and, where necessary, challenging. Whilst
going concern and viability of the Company are reviewed by the
Audit Committee as part of the consideration of the half year and
annual financial reports, these matters are determined by the
Board. The principal matters considered and how these were
addressed are shown in the following table.

[ Principal Matters Considered How Addressed

Accuracy of the portfolio

valuation encompassing proof

of existence and ownership of
- all the portfolio holdings.

Actively traded listed investments are valued using stock exchange bid prices provided by
third party pricing vendors. The Manager performs reconciliations between the portfolio
holdings shown in the accounting records and those held by the depositary or the custodian. -
The Committee takes comfort from the reqular oversight reports received from the Manager,

and the ongoing monitoring by the depositary of assets, including both their ownership and

* valuations.

Income recognition

Revenue projections are monitored during the year to ensure income is complete and

correctly accounted for, with emphasis on any special dividends and their classification as -

either revenue or capital.



These matters were discussed with the Manager and the auditor

and were satisfactorily addressed through consideration of
reports provided by, and discussed with, the Manager and the
auditor at the conclusion of the audit process. There were no
significant matters arising from the audit that needed to be
brought to the Board's attention.

Consequently, and following a thorough review process of the
2021 annual financial report, the Audit Committee advised the
Board that the report taken as a whole is fair, balanced and
understandable and provides the information necessary for
shareholders to assess the Company's posutlon and performance,
business model and strategy.

Review of the External Auditor, including
Non-Audit Services and Reappointment

Ernst & Young LLP (EY) was appointed as auditor of the Company
" in 2019, led by Matt Price as audit partner who has held this role
for 2 years, including to the year ended 31 January 2021. The
Audit Committee considers that EY carried out its duties as
auditor of the Company in a professional and effective manner.
As part of the review of audit ‘effectiveness, a formal evaluation
process was followed, which incorporated views from the
members ‘of the Committee and relevant personnel of the
Manager. Accordingly, a resolution to re-appoint EY and for the
Audit Committee to determine their remuneranon will be put to
shareholders at the forthcoming AGM. .

In accordance with the FRC's Ethical Standards, the Company's
policy is not to seek substantial non-audit services from its
auditor. No non-audit services relating to the Company were
provided by the auditor during the year (2020: £nil). Prior to any
engagement for non-audit services, the Audit Committee
considers whether the skills and experience of the auditor make
them a suitable supplier of such services and satisfies itself that
there is no threat to objectivity and independence in the conduct
of the audit as a result. Individual non-audit services up to £5,000
each require approval of the Chairman of the Audit Committee;
amounts in excess of this require the approval of the Committee
as a whole. .

Internal Controls and Risk Management

Details of the Company's internal control and risk management,
and the work undertaken by the Audit Committee with respect to
them, are set out on page 28.

Internal Audit

The Company, being an externally managed investment company,
does not have its own internal audit function. However, it places
reliance on the reports it receives from the Manager’s internal

* Audit department.

Committee Evaluation

The Committee's activities formed part of the review of Board
effectiveness performed in the year. Details of this process can

* be found under ‘Board, Committee and Directors' Performance

Appraisal’ on pages 27 and 28.

Yours faithfully,

Graham Paterson
Chairman of the Audit Committee

22 April 2021
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Directors’ Remuneration

Report

FOR THE YEAR ENDED 31 JANUARY 2021

The Board presents this Remuneration Report which has been
prepared under the requirements of The Large and Medium-sized
Companies and Groups (Accounts and Reports) (Amendments)
Regulations 2013 and in accordance with the Listing Rules of the
Financial Conduct Authority. Ordinary resolutions for the.approval

" of the Directors’ Remuneration Policy (binding) and the Annual

Statement and Report on Remuneration (advisory) will be put to
shareholders at the Annual General Meeting.

The Company's auditor is required to audit certain sections of the -

disclosures provided in this Report. Where disclosures have been
audited, they are indicated in this Report. The independent
auditor’s opinion is included on pages 41 to 45.

Remuneration Responsibilities

The Board has resolved that a remuneration committee is not
appropriate for a company of this size and nature. Remuneration
is therefore regarded as part of the Board's responsibilities to be
addressed regularly. All Directors are non-executive and all
participate in meetings of the Board at which Directors’
remuneration is considered.

Directors’ Remuneration Policy

The current Directors’ Remuneration Policy was approved by
shareholders at the AGM on 11 June 2020.

The policy is that the remuneration of Directors should be fair and
reasonable in relation to that of other comparable investment
trust companies and be sufficient to retain and motivate
appointees, as well as ensure that candidates of a high calibre are
recruited to the Board taking into account the views, where
appropriate, of shareholders. Remuneration levels should
properly reflect time incurred and responsibility undertaken. Fees
for the Directors are determined by. the Board within the limits
stated in the Company’s Articles of Association. The maximum
currently dictated by the Company's Articles of Association is
£200,000 in aggregate per annum.

The level of remuneration paid to Directors is reviewed annually,
although such review will not necessarily result in any changes.
The same level of remuneration will apply to any new
appointments. .

Directors do not have service contracts. Directors are appointed
under letters of appointment, copies of which are available for

inspection at the registered office of the Company. Directors are
entitled to be reimbursed for any reasonable expenses properly
incurred by them in connection with the performance of their
duties and attendance at board and general meetings and
committees. Directors are not eligible for bonuses, pension
benefits, share options or other incentives or benefits. There are
no agreements between the Company and its Directors
concerning compensation for loss of office.

Discretionary fees per day are payable to Directors for any
additional work undertaken on behalf of the Company, which is
outside their normal duties. Any such extra work undertaken is
subject to prior approval of the Chairman or, in the case of the
Chairman undertaking the extra work, subject to prior approval
of the Chairman of the Audit Committee.

In their review process, the Board did not use the services of
external remuneration consultants. .

The Board may amend the level of remuneration paid to Directors
within the parameters of the directors' remuneration policy.

The Company has no employees and consequently has no policy
on the remuneration of employees.

Annual Statement on Directors’

Remuneration

The following Directors’ fee levels applied from 1 February 2018:
Chairman £35,000; Audit Committee Chairman £28,000; and
Other Directors £24,000. Discretionary fees are set at £1,250
per day. No Discretionary payments were made in the year, nor
in the previous year.

Following the year end, Directors' fees were reviewed by-the
Board and it was agreed that the current level of remuneration
remained appropriate. An external remuneration consultant was
not used.

Report on Remuneration for the Year
Ended 31 January 2021

Your Company’s Performance

The graph below plots the total return to ordinary shareholders
compared with the total return of the Numis Smaller Companies
Index (excluding Investment Companies) with income reinvested
(the benchmark index) over the ten years to 31 January 2021.
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Total Return of Share Price, Net Asset Value and Benchmark Index
Figures have been rebased to 100 at 31 January 2011.
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Source: Refinitiv.
Single Total Figure of Remuneration for the Year (Audited)
The single total figure of remuneration for each Director is detailed below, together with the prior year comparative:
2021 2020
Taxable Taxable
Fees Benefits" Total “ Fees Benefits" Total
£ £ £ £ £ £
Jane Lewis? - Chairman * 35,000 - 35,000 31,153 '1,098 32,251
Graham Paterson® - Chairman of the : )
Audit Committee 26,568 527 27,095 7,140 862 8,002
Bridget Guerin 24,000 - 24,000 24,000 1,226 25,226
Christopher Fletcher 24,000 - 24,000 24,000 1,855 25,855
Richard Brooman* 10,098 - 10,098 28,000 - 28,000
lan Barby® - - - 12,210 - 12,210
Total 119,666 527 120,193 = 126,503 5,041 131,544
(1) Taxable benefi‘ts relate to the grossed up costs of travel.
(2) Appointed Chairman of the Board and Nomination Committee, from 6 June 2019. .
(3) Appointed Chair of the Audit Committee from 11 June 2020, appointed to the Board 15 October 2019.
(4) Retired as Chair of the Audit Committee and the Board on. 11 June 2020. . . '
(5) Retired 6 June 2019.
Annual Percentage Change in Directors Remuneration
There was no change in Directors remuneration for the year to 31 January 2021.
Directors’ Shareholdmgs and Share Interests (Audited)
The beneficial interests of the Directors in the ordinary share capital of the Company are shown below:
31 January 31 January -
2021 2020 .
Christopher Fletcher™” 57,669 57,669
Bridget Guerin® 5,472 5,472
Jane Lewis 8,000 5,406
Graham Paterson 4,500 4,500

(1) Christopher Fletcher had non-beneficial interests in 7,325 ordinary shares via a connected person.
(2) Bridget Guerin had a non-benelicial interest in 1,588 ordinary shares via a connected person. ~

Save as aforesaid, no Director had any other interests, beneficial or otherwise, in the shares of the Company during the period.
Mike Prentis was appointed to the Board on 22 February 2021 and has a current shareholdmg of 5,984 ordinary shares. No changes
_to these holdings have been notified up to the date of this report.

Directors hold shares in the Company at their discretion and, although share ownership is encouraged, no guidelines have been set.
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Relative tmportance of Spend on Pay

The foowing table corpires the remunesation gait to the Directors with aggregate distibutions 1o shargholters for the yar to
31 Jacusry 2021, Although this discloture 8 & statutory requirenent, the Direcioes congcer that comparson of Directory’ erruneration
with arauak dividends does ot prnide a meaninghul sasure relative to the Compamy’s overdlt persormance as an Javestment tryst
withs an otjeckive ot provining sharenciders wih ionglerm wotal refurn,

2021 020 Change Chonge
£°000 £000 £000 %
Aqoregate Directors’ Rerumwaton 120 $32 -12 43
Aggregate Dividendys 6.53% 6,247 +318 5,1

Voting at Last Annual General Meeting

At the Arvval General Meeting of ihe Cotnpany held an 11 Junae 2020, reeifigions apgroving the Gireciors’ Remunaration Folicy and

'flw(?xﬁnmn‘xw Striement ang Report on Remuneration werk passed, The vodes cst finchuding wotes ¢ast at tre Charmans
seredion) were & Soliows,

Voqes
o For against Withheld
Directons’ Rermunaration Policy 98.82% 1,18% 16,458
Charmans Anauat Stateronnt and Recart on Reruneration ) 99.58% a.12% 164,632
Approval
The Direciors’ Rermuneration Report was aproved by the 80aro of Dicpctors on 22 Apil 2021

betul! of the Board of Directors

Janw Lewls
Chamia.
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Statement of Directors’

Responsibilities

tH RESPECT OF THE PREPARATICN OF THE ARNUAL FINANCIAL
REPORT.

The Directors are résponsityée for prepuring dhe anmual financlal
repart in accordanke with United Kingaom aopdcable law and
1egiations,

Company Jaw requires the Directors to prepare fiangiat
witgrmerds {or ouh findncial year, Undér the aw the Dyecion
have electac to prepare finandat statements in accordance with
nternational accounting standards in conformity with the
requirerents of the Campanied Act 2008. Undgr company law,
the Directors rant aot approve the financtes statements uniess
they are satisfied that they givir @ true and Ta view of the state
of atfars ef ithe Cornpatyy andt of the profit of loss of the Company
fer that pericd,

n pregaring thece tinanaat staternents, the Direcions are rogured
{o;

®  sefect sustanle acoounting poscies ang then appity ihem
consikstantly;

B make dgermants and estimates that ane reasonable and
prioens;

. sta whather gpplicatte Inferrational accounting stsrdangs
in toréormity weh the requerernenis of the Carmpanies Act
2006 have been followed, subject 0 any malerial
departures giclored ang oolrines i the Mmancll
slalerments; am

®  pvepare the tinancia! statemnents on the going concein
RsEs, Ledess 4 i3 ingppropriale 1o presume that the
Cornpany will pontinus in taasiness,

The Qrectors are responsitie Ko leeping sdedquate accounting

reconds that are sutticient to show and expiain ihe Company’s

tronsactiors and disclose with mwublg aceutacy at any lvne

Electronic Publication

the {nancial pestiion of the Compatry 3nd enable therh o srsure
that the finaacial statements comply with tha Comoenies act
2006, They are aio responsbie for safequartng the assels of
the Company ant herka for (aking reaonabie steps far the
prevardion and detecton of fraud and Giher ragutarities.

Under sppiicable w end reguiations, the (rectors wre aiso
resprnidie 1o prepanng the Strategk Report. & Corporale
Governance Statement, a Directors’ Remunesation Report and a
Owectors’ Repast thad comgly with the law and reguiations,

The Directors ot the Company each condirm §o the biest of fher

knowiadge, that:

@ the {inancias statements, prepared In acooidance with
eoplicatle sccountirg standaras, Qive a true and far view
of the ssats, ladifties, fimacial postion G orefll of the
Cerpdny;

® this enowal financial (eport mnctudes a fa¥ review of the
developiment and pactcemance of the business ang the
pasdion of the Company toQether with 3 dedcription ¢f the
prncipal nisks ang yncerhsintiay that 1t faces; and

®  they consioar that ths annual financial repert, taken as a
whoks, & &k, bidonces snd understandabie and proandes
the irformalion necessary for sharghokiers 10 assess the
Company's pasiticn ankd performance, business modet and
stzalegy.

Sagiwi on t the Boand ot Qlrector
f \C Q ,Q el
Jambﬂt(t\)' ’

22 AprE 2021

Tive a3l finencisl teport is DRSNS O www. SWES0. 00U, which 5 the Companys welisits ruaint2ined try the Companys
Hanages. The week Crviat out by the auditor did a0t ¥votve consideraiion of the madatenance end integrily of this websile wng
eonEngly, the auditor aCets No r2sponsibilty for ary changss that have ocxuired Lo e financat siztements sns they wate initiay
oresented on the webmte. Lagssiatian in tive Linited Kingdom governing the preparation ond dissemination of (e fnanaa statements

hay oiffer rom legistation in ather rsdictions.
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Independent
Auditor’s Report

To the members of Invesco Perpetual UK Smaller Companies Investment Trust plc

Opinion

We have audited the financial statements of Invesco Perpetual UK Smalter Companies Trust plc for the year ended 31 January 2021
which comprise the Statement of Comprehensive Income, the Statement of Changes in Equity, the Balance Sheet, the Cash Flow
Statement and the related notes 1 to 21, including a summary of significant accounting policies. The financial reporting framewark
that has been applied in their preparation is applicable law and Internationa! Accounting Standards in conformity with the requirements
of the Companies Act 2006.

In our opinion, the financial statements:
m give a true and fair view of the Company’s affairs as at 31 January 2021 and of its loss for the year then ended;

m have been properly prepared in accordance with International Accounting Standards in conformity with the requurements of the
Companies Act; and

B 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
report. 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 listed 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 going concern

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriate. Our evaluation of the Directors’ assessment of the Company’s ability to continue
to adopt the going concern basis of accounting included:

m  We confirmed our understanding of the Company's going concern assessment process and engaged with the Directors and the
Company Secretary to determine if all key factors that we have become aware of during our audit were considered in their
assessment.

®  We inspected the Directors’ assessment of gofng concern, including the revenue foreéast, for the period to 31 January 2023. In
preparing the revenue forecast, the Company has considered the liquid nature of the investment portfolio and has concluded that
it is able to continue to meet its ongoing costs as they fall due.

8 We have reviewed the factors and assumptions, including the impact of the Covid-19 pandemic, as applied to the revenue forecast.
We also reviewed the Company's assessment of the portfolio’s liquidity under stressed market conditions and determined the
impact of sensitivities on net asset value from the reverse stress testing performed. We considered the appropriateness of the
methods used to be able to make an assessment for the Company.

®m  We considered the mitigating factors included in the revenue forecasts that are within control of the Company. We reviewed the
Company's assessment of the liquidity of investments held and evaluated the Company’s ability to sell those investments to cover
working capital requirements should its revenue decline significantly.

®  We reviewed the Company's going concern disclosures included in the annual report in order to assess that the disclosures were
appropriate and in conformity with the reporting standards.

Based on the work we have performed, we have not identified any material uncertainties refating to events or conditions that, individually

or collectively, may cast significant doubt on the Company's ability to continue as a going concern for the period to 31 January 2023 .

which is at least twelve months from when the financial statements are authorised for issue.

In relation to the Company's reporting on how they have applied the UK Corporate Governance Code, we have nothing material to add
or draw attention to in relation to the Directors' statement in the financial statements about whether the directors considered it
appropriate to adopt the going concern basis of accounting.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant sections of this
report. However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the Company’s
ability to continue as a going concern.
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Overview of our audit approach

Key audit matters & Incomplete or inaccurate revenue recognition, including the classification of
special dividends as revenue or capital in the Statement of Comprehensive Income
a Incorrect valuation or ownership of the investment portfolio
Méteriality ®  Overall materiality of £1.91m which represents 1% of net asset value

An overview of the scope of our audit

Tailoring the scope

Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality determine our audit scope for
the Company. This enables us to form an opinion on the financial statements. We take into account size, risk profile, the organisation
of the Company and effectiveness of controls, including controls and changes in the business environment when assessing the level of

work to be performed.

Key audit matters '

Key audit matters are those matters that, in our professional judgment, were of most sngmhcance 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 which 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 our opinion thercon, and we do not provide a separate opinion on these matters.

Audit Committee

_ Our response to the risk Key observations communicated to the

Incomplete or inaccurate
recognition, including the classification
of special dividends as revenue or capital
in the Statement of Comprehensive
Income (as described on page 34 in the
Audit Committee Chairman's Letter and as
per the accounting policy set out on
page 51).

The total revenue for the year to
31 January 2021 was £1.68m (2020:
£4.11m), consisting primarily of dividend
income from listed equity investments.

There is a risk of incomplete or inaccurate
recognition of revenue through the failure
to recognise proper income entitlements or

to apply an appropriate accounting-

treatment.

In addition to the above, the directors are
required to exercise judgment in
determining whether income receivable in
the form of special dividends should be

‘classified as ‘revenue’ or ‘capital’ in the

Statement of Comprehensive Income.

»

revenue

We have performed the following
procedures:

We obtained an understanding of the
‘processes and controls  surrounding
revenue recognition by . performing
walkthrough procedures.

For a sample of dividends received and for
all dividends accrued, we recalculated the
dividend income by multiplying the
investment holdings at the ex-dividend
date, traced from the accounting records,
by the dividend per share, which was
agreed to an independent data vendor.
Where applicable, we also agreed.the
exchange rates to an external source.

For our sample of dividends received, we
agreed the amounts to bank statements.
For all dividends accrued, we reviewed the
investee company announcement to assess
whether the dividend obligation arose prior
to 31 January 2021 and agreed the
amounts to post-year end bank
statements.

To test completeness of recorded income,
we tested that a sample of expected
dividends for each investee company had
been recorded as income with reference to

investee company announcements
obtained from an independent data
vendor. -

Three special dividends were received
during the year. Although only one of
these special dividends was above our
testing threshold, we recalculated and we
assessed the  appropriateness  of
management’s classification as revenue for
all three special dividends, to include
unpredictability in our testing. Our
assessment involved reviewing the
underlying rationale of the distributions.

The results of our procedures identified no
material misstatement in relation to the
risk of incomplete or inaccurate revenue
recognition, including incorrect
classification of special dividends as
revenue or capital in the Statement of
Comprehensive Income.



_ Our response to the risk Key observations communicated to the

Incorrect valuation or ownership of the
investment portfolio (per the Audit
Committee Chairman's Letter set out on
page 34 and the accounting policy set out
on page 51).

The valuation of the investment portfolio
at 31 January 2021 was £187.78m

. (2020: £199.97m) consisting primarily of
listed investments.

The valuation of the assets held in the
investment portfolio is the primary driver
of the Company's net asset value and total
return. Incorrect investment pricing, or a
failure to maintain proper legal title of the
investments held by the Company could
have a significant impact on the portfolio
valuation and the return generated for
shareholders. ’

We performed the following procedures:

We obtained an understanding of the
processes and controls surrounding
investment title and the pricing of listed
securities by performing our walkthrough
procedures.

For all investments in the portfolio, we

- compared the market prices and exchange

rates applied to an independent pricing
vendor and recalculated the investment
valuations as at the year-end.

We inspected the stale pricing reports
produced by the Administrator to identify
prices that have not changed around the
year end and verified whether the listed
price is a valid fair value through review of
trading activity. .

Audit Committee

The results of our procedures identified no
material misstatement in relation to the
risk of incorrect valuation or ownership of
the investment portfolio.

We compared the Company's investment
holdings at 31 January 2021 to
independent  confirmations  received
directly from the Company's Custodian and
Depositary, testing any reconciling items to
supporting documentation.

The fair value of listed investments is
determined by reference to stock exchange
quoted market bid prices at the close of
business on the reporting-date.

There have been no changes to the areas of audit focus raised in the above risk table from the prior year.

Our application of materiality

We apply the concept of materiality in planning and performlng the audit, in evaluating the effect of identified misstatements on the
audit and in forming our audit opinion.

Matenallty

The magnitude of an omission or misstatement that, individually or in the aggregate, could reasonably be expected to influence the
economic decisions of the users of the financial statéments. Materiality provides a basis for determining the nature and extent of our
audit procedures.

We determined materiality for the Company to be £1.91 million (2020: £2.05 million), which is 1% (2020: 1%) of net asset value. We
believe that net asset value provides us with materiality aligned to the key measure of the Company's performance.

Performance materiality

The application of materiality at the individual account or balance level. It is set at an amount to reduce to an appropriately low level-

the probability that the aggregate of uncorrected and undetected misstatements exceeds materiality.

On the basis of our risk assessments, together with our assessment of the Company’s overall control environment, our judgement was
that performance materiality was 75% (2020: 75%) of our planning materiality, namely £1.44m (2020: £1.54m).

Given the importance of the distinction between revenue and capital for the Company, we have also applied a separate testing threshold
for the revenue column of the Statement of Comprehensive Income of £0.10m (2020: £0.17m) belng our reporting threshold (2020:
5% of revenue prof|t before tax).

Reportmg threshold
An amount below which identified misstatements arc considered as being clearly trivial.
We agreed with the Audit Committee that we would report to them all uncorrected audit differences in excess of £0.10m (2020:

£0.10m), which is set at 5% of planning materiality, as well as differences below that threshold that, in our view, warranted reporting
on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above 'and in light of other
relevant qualitative.considerations in forming our opinion.

Other information
The other information comprises the information included in the annual report, other than the financial statements and our auditor’s
report thereon. The Directors are responsible for the other information contained within the annual report.

Our opinion on the financial statements does not cover the other infotmation and, except to the extent otherwise explicitly stated in
this report, we do not express any form of assurance conclusion thereon.
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Our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the course of the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

~

We have hothiﬁg to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion the part of the Directors’ remuneration report to be audited has been properly prepared in accordance with the Companles
Act 2006. .

In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic report and the Directors’ report for the financial year for which the financial statements
are prepared is consistent with the financial statements; and

L] .the Strategic report and Directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, we have not
identified material misstatements in the Strategic report or Directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to report to you
if, in our opinion:

u adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or

® . the financial statements and the part of the Dlrectors remuneration report to be audited are not in agreement with the accounting
records and returns; or

n certain disclosures of Directors' remuneration specified by law are not made; or

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

Corporate Governance Statement

The Listing Rules require us to review the Directors’ statement in relation to going concern, longer-term viability and that part of the
Corporate Governance Statement relating to the Company’s compliance with the prowsrons of the UK Corporate Governance Code
specified for our review. .

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corporate Governance
Statement is materially consistent with the financial statements or our knowledge obtained during the audit:

[ ] Directors’ statement with regards to the appropriateness of adopting the going concern basis of accounting and any material
uncertainties identified set out on page 28;

[ ] Directors’ explanation as to its assessment of the Company’s prospects, the period this assessment covers and why the period
is appropriate set out on page 28;

u Directors' statement on fair, balanced and understandable set out on page 39;
L] Board's confirmation that it has carried out a robust assessment of the emerging and principal risks set out on page 39;

L} The section of the annual report that describes the review of effectiveness of risk management and internal control systems set
out on page 28; and

n The section describing the work of the Audit Committee set out on page 34.

“Responsibilities of directors

As ‘explained more fully in the Directors’ responsibilities statement set out on page 39, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error. ) ’

In preparing the financial statements, the Directors are responsible for assessing.the Company'’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the Directors either
intend to-liquidate the Company of to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements -

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.



Explanation as to what extent the audit was considered capable of detecting

irregularities, including fraud

Irreqularities, including fraud, are instances of non-compliance with laws and regulations. We design. procedures in line with our

responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a material misstatement due to fraud

is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example, forgery

or intentional misrepresentations, or through colIusnon The extent to which our procedures are capable of detecting irregularities,
"including fraud is detailed below.

However, the primary responsibility for the 'prevention and detection of fraud rests with both those charged with governance of the
company and management.

n We obtained an understanding of the legal and regulatory frameworks that are applicable to the Company and determined that
the most.significant are International Accounting Standards in conformity with the Companies Act 2006, the Companies Act
2006, the Listing Rules, the Disclosure Guidance and Transparency Rules, the UK Corporate Governance Code, the Association
of Investment Companies’ Statement of Recommended Practice and Section 1158 of the Corporation Tax Act 2010.

L] We understood how the Company is complying with those frameworks through discussions W|th the Audit Committee and |

Company Secretary and review of the Company’s documented policies and procedures.

L] We assessed the susceptibility of the Company’s financial statements to material misstatement, including how fraud might occur,
by considering the key risks impacting the financial statements. We identified a fraud risk with respect to incomplete or inaccurate
income recognition through the incorrect classification of special dividends. Further discussion of our approach is set out in the
section on key audit matters above.

] Based on.this understanding we designed our audit procedures to identify non-compliance with such laws and regulations. Our
procedures involved, but were not limited to, a review of the reporting to the Directors with respect to the application of the
documented policies and procedures, enquires of the Manager and Administrator and performance of journal entry testing to
identify irreqularities, including fraud. We also reviewed the financial statements to ensure compliance with the reporting
requirements of the Company. '

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council's
website at https://www.fr¢c.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Other matters we are required to address
L] Following the recommendation from the Audit Committee, we were appointed by the Company on 1 August 2019 to audlt the
financial statements for the year ending 31 January 2020 and subsequent financial periods.

The period of total uninterrupted engagement including previous renewals and reappointments is 2 years, covering the years
ending 31 January 2020 to 31 January 2021.

s The non-audit services prohibited by the FRC's Ethical Standard were not prowded to the Company and we remain independent.
of the Company in conducting the audit.

n The audit opinion is consistent with the additional report to the Audit Committee

Use of our report

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

E:‘Albb . 7’0%1»‘/?

Matthew Price .(Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London

22 April 2021
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Statement of
Comprehensive Income

-

. X ~
FOR THE _YEAR ENDED 31 JANUARY
2021 2020
Revenue Capital Total | - Revenue Capital Total
Notes ;’000 £°000 - £°000 £°000 £000 £°000
(Loss)/profit on investments held at fair N
value ’ . 9 . - (7,625) - (7,625) - 44913 44913
Income 2 15682 - 1,682 3,924 181 4,105
Investment management fees 3 (187) (1,057) (1,244)} (204) (1,160) (1,364)
Other expenses 4 (371) (5) . (376) (379) ) (384)
(Loss)/profit before finance costs and ’
taxation 1,124 - (8,687) (7,563) 3,341 43,929 47,270
Finance costs 5 1) .(6) )] (1) )] (8)
(Loss)/profit before taxation ©1,123 (8,693) - (7,570) 3,340 43,922 47,262
Taxation ‘ ' 6 (2) .- (2) - - -
(Loss)/profit after taxation 1,121 (8,693)‘—' ‘_ (7,572) 3,340 43,922 47,262
Return per ordinary share 7 3.31p  (25.69)p (22.38)p 10.13p  133.21p  143.34p

The total column of this statement represents the Company's statement of comprehensive income, prepared in accordance with
international accounting standards in conformity with the requirements of the Companies Act 2006. The (loss)/profit after taxation is
the total comprehensive (loss)/income. The supplementary revenue and capital.columns are both prepared in accordance with the
Statement of Recommended Practice issued by the Association of Investment Companies. All items in the above statement derive from
continuing operations of the Company. No operations were acquired or discontinued in the year.

The accompanying accounting policies and notes are an integral part of these financial statements.



AStatemént of
Changes in Equity

FOR THE YEAR ENDED 31 JANUARY

Capital
~ Share Share Redemption Capital Revenue
Capital Premium Reserve Reserve Reserve ~~ ° Total
Notes £000 £000_ - £°000 £000 . £000 £000
At 31 January 2019 ' 10,642 21,244 3,386 121,880 1,133 158,285
Total comprehensive income :
for the year - - - 43,922 3,340 47,262
Dividends paid : : 8 - to- - (2,579) (3.597) (6,176}
Net proceeds from issue .
of shares from treasury : - 1,122 - 4,750 - 5,872
At 31 January 2020 10,642 22,366 _ 3,386 167,973 - 876 205,243
Total comprehensive income Sy - R . '
for the year : - - - (8,693) 1,121 (7,572)
Dividends paid . i 8 - . - (4,294)  (1997) . (6,291)
At 31 January 2021 : 10,642 22366 3,386 154,986 - - 191,380 ;

" The accdmpanying accounting policies and notes are an integral part of these financial statements.
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Balance Sheet

PR
AS AT 31 JANVARY
2021
Notes €000
Non-QurrRek assats : :
irtvestiimts hedd at Esie value through profit or leas 9 182782
Current assats
Olnyer cacesivables 10 214
Cash ang cash eQuhdtents 4,218
£4632
Totat gs38is 192,214
Carrént Eaplities
Cihet payaties 11 (834)
Totak azsets dess cutrent Ranild e 191.380
Net assetls 191 .380
Copitlal and reserves
Shate cagpust 32 10,642
Shace prefnajin 12 22366
Capllal 1etomotion ressive 33 3386
Caxpitad reserve 13 154,986
Revenue reserve £3 -
Todal shavahiskders” funds 191,380
Nt dsiat vaiur per oodinary share
Basic t4 565.76n

———. e v

the firancial staterments were auprowd ang sutherised for Issue dy the Board of Directors on 22 Aptl 2021,

SQned G0 behatt of fhe Board of Dradioss, .
14 { .
s N Q M~

N\J

Tha acoompanying aocouing poikies and noces are an ivtegrat port of these financlyl slaterrents,

2020
£000

199973

420
5493
5913

205886

643
205243

208,243

16642
22,366 '
3,386
167,973

876

205243

08, 74p



Cash Flow
Statement

FOR THE YEAR ENDED 31 JANUARY

2021 . 2020
£000 £'000

Cash flow from operating activities .
(Loss)/profit before finance costs and taxation (7,563) 47,270
Taxation : C (2 -
Adjustments for: . :

Purchase of investments i (48,429) (45,256)

Sale of investments 53.293 39,201

L ' 4,864 (6,055)

Scrip dividends ) (121) -
Loss/(profit) on investments held at fair value ] 7,625 (44,913)
Decrease/(increase) in receivables . . 232 (36)
Decrease in payables . (12) (861)
Net cash inflow/(outflow) from operating activities . . 5,023 '(4,595)
Cash flow from financing activities -
Finance cost paid ) N
Net proceeds from issue of shares from treasury - 5,872
Dividends paid - note 8 ) (6,291) (6,176)
Net cash outflow from financing activities . (6,298) (311)
Net decrease in cash and cash equivalents ‘ ‘ (1,275) (4,906)
Cash and cash equivalents at start of the year 5,493 10,399
Cash and cash equivalents at the end of the year T 4,218 5,493
Reconciliation of cash and cash equivalents to the Balance Sheet is as-follows: o . .
Cash held at custodian : 1,198 103
Invesco Liquidity Funds plc - Sterling, money market fund . 3,020 5,390
.Cash and cash equivalents ) : . 4,218 5,493
Cash flow from operating activities includes: :
Dividends received o 1,787 4,071

As the Company did not have any long term debt at both the current and prior year ends, no reconciliation of the financial Iiabilitieé
position is presented. '

The accompanying accounting policies and notes are an integral part of these financial statements.
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Notes to the |
Financial Statements

1. Principal Accounting Policies

Accounting policies describe the Company's approach to recoqmsmq and measuring transactions during the year and the position
of the Company at the year end.

The principal accounting policies adopted in the preparation of these financial statements are set out below. These policies have been
consistently applied during the current year and the preceding year, unless otherwise stated.

The financial statements have been prepared on a goinq concern basis on the grounds that the Company’s investment portfolio (including
cash) is sufficiently liquid and significantly exceeds all balance sheet liabilities, there are no unrecorded commitments or contingencies
and its gearing facilities remain undrawn. The disclosure on going concern on page 28 in the Directors’ Report provides further detail.
The Directors believe the Company has adequate resources to continue in operational existence for the foreseeable future and has the
ability to meet its financial obligations as and when they fall due for a period until at least 31 January 2023.

" (a) Basis of Preparation

(i) Acéountinq Standards Applied )
The financial statements have been prepared on-a historical cost basis, except for the measurement at fair value of
investments and derivatives, and in accordance with the applicable international accounting standards in conformity with
the requirements of the Companies Act 2006. The standards are those that are effective at the Company's financial year
end.

Where presentational guidance set out in the Statement of Recommended Practice (SORP) ‘Financial Statements of
Investment Trust Companies and Venture Capital Trusts', updated by the Association of Investment Companies in October
2019, is consistent with the requirements of international accounting standards in conformity with the requirements of
the Companies Act 2006. The Directors have prepared the financial statements on a basis compliant with the
recommendations of the SORP. The supplementary information which analyses the statement of comprehensive income
between items of a revenue and a capital nature is presented in accordance with the'SORP.

(ii) Adoption of New and Revised Standards

New and revised standards and interpretations that became effective during the year had no S|gnmcant impact on the
amounts reported in these financial statements but may have an impact on the accounting for future transactions and
arrangements. .

The following standards became effective during the year:

[ ] IAS 1 and IAS 8 Amendments - definition of Material. The amendments to IAS 1, ‘Presentation of Financial
Statements’, and IAS 8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’, and consequential
amendments to other IFRSs require companies to: .

(i) use a consistent deflnltlon of materiality throughout IFRSs and the Conceptual Framework for Fmanaal
Reporting;

(i) clarify the explanation of the definition of material; and ]
(iii)  incorporate some of the guidance of IAS 1 about immaterial information.

. IFRS 3 Amendment - definition of a Busines's.'This amendment revises the definition of a business. To be considered
a business, an acquisition would have to include an input and a substantive process that together significantly
contribute to the ability to create outputs.

®  IFRS 9 and IFRS 7 Amendments - Interest Rate Benchmark Reform. These amendments provide certain reliefs in
connection with the interest rate benchmark reform.

u IAS 1, 8, 34, 37, 38 and IFRS 2, 3, 6, 14, IFRIC 12, 19, 20, 22 and SIC 32 - amendment to References to the
Conceptual Framework.

~ The adoption of the above standards and interpretations (or any other standards and interpretations which are in issue
but not effective) have not had a material impact on the financial statements of the Company.

(iii)  Critical-Accounting Estimates and Judgements

The preparation of the financial statements may require the Directors to make estimétions where uncertainty exists. It also
requires the Directors to make judgements, estimates and assumptions, in the process of applying the accounting policies.
There have been no significant judgements, estimates or assumptions for the current or preceding year.



(b)

(e)

Foreign Currency and Segmental Reporting

0]

(i)

(iii)

Functional and Presentation Currency

The financial statements are presented in sterling, which is the Company’s functional and presentation currency and the
currency in which the Company’s share capital and expenses are denominated, as well as a majority of its assets and
liabilities.

Transactions and Balances

Foreign currency assets and liabilities are translated into sterling at the rates of exchange ruling at the balance sheet date.
Transactions in foreign currency, are translated into sterling at the rates of exchange ruling on the dates of such

transactions, and profit or loss on translation is taken to revenue or capital depending on whether it is revenue or capital
in nature. All are recognised in the statement of comprehensive income.

Segmental reporting

The Directors are of the opinion that the Company is engaged in a single segment of business of investing in equity and
debt securities, issued by companies operating and generating revenue mainly in the UK.

Financial Instruments

(i

(ii)

(i)

(iv)

v)

Recognition of Financial Assets and Financial Liabilities ‘

The Company recognises financial assets and financial liabilities when the Company becomes a party to the contractual
provisions of the instrument. The Company offsets financial assets and financial liabilities if the Company has a legally
enforceable right to set off the recognised amounts and interests and intends to settle on a net basis.

Derecognition of financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it
transfers the right to receive the contractual cash flows on the financial asset in a transaction in which substantially all the
risks and rewards of ownership of the financial asset are transferred. Any interest in the transferred financial asset that is
created or retained by the Company is recognised as an asset.

Derecognition of Financial Liabilities

The Company derecoghises financial liabilities when its obligations are discharged, cancelled or expired.

Trade Date Accounting

Purchases and sales of financial assets are recognised on trade date, being the date on which the Company commits to
purchase or sell the assets.

Classification of financial assets and financial liabilities

Financial assets

The Company classifies its financial assets as measured at amortlsed cost or measured at fair value through profit or loss
on the basis of both: the entity's business model for managrng the financial assets; and the contractual cash flow
characteristics of the financial asset.

Financial assets measured at amortised cost include cash, debtors and prepayments.

- A financial asset is measured at fair value through profit or loss if its contractual terms do not-give rise to cash flows on

specified dates that are solely payments of principal and interest (SPPI) on the principal amount outstanding or it is not
held within a business model whose objective is either to collect contractual cash flows, or to both collect contractual cash
flows and sell. The Company's equity investments are classified as fair value through profit or loss as they do not give rise
to cash flows that are SPPI.

Financia! assets held at fair value through profit or loss are initially recognised at fair value, which is taken to be their cost
and are subsequently valued at fair value.

For investments that are actively traded in organised flnanaal markets, fair value is determlned by reference to stock
exchange quoted bid prices at the balance sheet date.

Financial liabilities

Financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs and are subsequently
measured at 'amortised cost using the effective interest method, where applicable.

Cash and Cash Equivalents

Cash and cash equivalents include any cash held at custodian and approved depositories, holdlngs in Invesco Liquidity Funds plc
- Sterling, a triple-A rated money market fund and overdrafts.

Income

All dividends are taken into account on the date investments are marked ex-dividend; other income from investments is taken
into account on an accruals basis. Deposit interest and underwriting commission receivable are taken into account on an accruals
basis. Special dividends representing a return of capital are allocated to capital in the Statement of Comprehensive Income and
then taken to capital reserves. All special dividends are reviewed, with consideration given to the facts and circumstances of each
case, before a decision over whether allocation is to revenue or capital is made.
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Principal Accounting Policies (continued)'

Expenses and Finance Costs
All expenses and finance costs are accounted for in the Statemént of Comprehenswe Income on an accruals basis.

The investment management fee and finance costs are allocated 85% to capital and 15% to revenue. This is in accordance with
the Board's expected long term split of returns, in the form of capital gains and income respectively, from the portfollo

Taxatlon

Tax represents the sum of tax payable, withholding tax suffered and deferred tax. Tax is charged or credited in the statement of
comprehensive income. Any tax payable is based on taxable profit for the year, however, as expenses exceed taxable income no

corporation tax is due. The Companys liability for current tax is calculated using tax rates that have been enacted or
substantially enacted by the balance sheet date.

Deferred taxation is recognised in respect of all temporary differences that have originated but not reversed at the balance sheet
date, where transactions or events that result.in an obligation to pay more tax in the future or right to pay less tax in the future
have occurred at the balance sheet date. This is subject to deferred tax assets only being recognised if it is considered probable
that there will be suitable profits from which the future reversal of the temporary differences can be deducted. Deferred tax
assets and liabilities are measured at the tax rates expected to apply in the period when the liability is settled or the asset
realised.

s

Investment trusts whlch have approval under Section 1158 of the Corporation Tax Act 2010 are not I|ab|e for taxation on capital
gains.

Dividends '
Dividends are not accrued in the financial statements, unless there is an obligation to pay the dividends at the balance sheet
date. Proposed final dividends are recognised in the financial year in which they are approved by the shareholders.

Consolidation

Consolidated accounts have not been prepared as the subsidiary, whose principal activity is investment dealing, is not material

in the context of these financial statements. The one hundred pounds net asset value of the investment in Berry Starquest

Limited has been included in the investments iin the Company's balance sheet. Berry Starquest Limited has not traded .

" throughout the year and the preceding year and, as a.dormant company, has exemption under 480(1) of the Companies

Act 2006 from appomtlng auditors or obtaining an audit.

Income-

This note shows the income generated from the portfolio (investment assets) of the Company -and income received from
any other source. )

2021 2020

£000 £'000
Income from investments : .
UK dividends ) 1,061 3,526
UK special dividends 286 130
Overseas dividends " : 214 268
Scrip dividends 121 . -
Total income , ‘ ‘ 1,682 | 3,924

No speciai dividends have been recognised in capital during the year (2020: £181,000).

Overseas dividends include dividends received on UK listed investments where the investee company is domiciled outside of the
UK. -

" Investment Management Fee

This note shows the fees due to the Manager. These are made up of the manaqement fee calculated and paid monthly and,
for the previous year. This fee is based on the value of the assets being managed.

2021 2020
Revenue Capital " Total { Revenue Capital Total
' £°000 £000 £000 £000 £°000 £°000
Investment management fee : 187 1,057 1,244 204 1,160 1,364

Details of the investment management and secretarial agreement are given on page 29 in the Directors' Report.

.At 31 January 2021, £120,000 (2020: £128,000) was accrued in respect of the investment management fee.



Other Expenses
The other expenses of the Company are presented below; those paid to the Directors and auditor are separately identified.

2021 o 2020

Revenue Capital Total | Revenue Capital Total
) £°000 " £000 £°000 £°000 2’000 £°000
Directors' remuneration® ' 120 - 120 132 - 132

Auditors’ fees™: :

- for audit of the Company’s :

annual financial statements . 27 - 27 28 - 28
- additional fees in respect of Covid-19 : . :
audit procedures in prior year 5 - ’ 5 C - - -
Other expenses® 219 5 . 224 |- 219 5 224
371 ''5 - 376 379 5 . 384

(i)  The Director's Remuneration Report on page 37 provides further information on Directors' fees.
(ii)  Auditor's fees include out of pocket expenses but excludes VAT. The VAT is included iq other expensés.
(i)  Other expenses shown above include: ‘ '
» amounts payable to the regiétrar, depositary, custodian, brokers, printers and other legal & professional fees;

B £11,200(2020: £11,200) of employer’s National Insurance payable on Directors’ remuneration. As at 31 January
2021, the amounts outstanding on-employer’s National lnsurance on Directors’ remuneration was £800 (2020:
£1,000); and

u custodian transaction charges of £5,000 (2020: £5, 400) These are charged to capltal

Fmance Costs
Finance costs arise on any borrowing facilities the Company has.

2021 ' ‘ 2020
Revenue -  Capital Total | Revenue Capital Total
£000 £000 £'000 - £°000 £000 . £000
Bank overdraft facility fee ) 1 6 74 1 6 7
Overdraft interest - - - - 1 1
1. 6 7 1 7 8

The £15 million overdraft facuhty was renewed on 12 September 2020 and the mterest rate is at a margin above the Bank of
England base rate.

Taxation

As an investment trust the Company pays no tax on capitaf gains and, as the Company invested principally in UK equities,
it has little overseas tax. In addition, no deferred tax is required to provide for tax that is expected to arise in the future
due to differences in accounting and tax bases.

Tax charge
2021 - 2020
£'000 £'000
" Overseas taxation - ’ ) 2 -
Reconciliation of tax charge
2021 |, 2020
, £000 £'000
(Loss)/profit before taxation . . i ) (7,570) 47,262
Theoretical tax at the current UK Corporatlon Tax rate of 19% (2020: 19%) . (1,438) 8,980
Effects of: ]
- Non-taxable UK dividends . . (180) (639)
- Non-taxable UK special dividends . ’ (54) (59)
- Non-taxable overseas dividends . 37) (38)
- Non-taxable overseas special dividends (23) :
- Non-taxable loss/(gains) on investments _ 1,448 (8,533)
- Excess of allowable expenses over taxable income o * 283 289
- Disallowable expenses . 1
- Overseas taxation . ) ‘ 2 -
Tax charge for the year . 2 . -
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(c)

Taxation (continued)

Factors that may affect future tax changes

The Company has cumulative excess management expenses of £40,733,000 (2020: £39,243, 000) that are available to offset
future taxable revenue.

A deferred tax asset of £7,739,000 (2020: £6,671,000) at 19% '(2020: 17%) has not been recognised in respect of these
expenses since the Directors believe that there will be no taxable profits in the future against which the deferred tax assets can
be offset. «

On 11 March 2020, it was announced (and substantively enacted on 17 March 2020) that the UK c'orporation tax rate would
remain at 19% until 31 March 2025, and not reduce to 17% (the previously enacted rate at the year end) from 1 April 2020. The
deferred tax balances shown above as at 31 January 2021 have been calculated with reference to the rate of 19% (2020: 17%).

“The UK Government announced on 3 March 2021 its intention to increase the UK rate of corporation tax to 25% from 19% from

1 April 2023. As this rate was not substantively enacted at the year end, deferred tax has been calculated based on the -
prevailing rate of 19%. Existing temporary differences on which deferred tax has been provided may unwind in periods subject
to the 25% rate. The impact of the post balance sheet date change in tax rate, on the unrecognised deferred tax asset, is not
expected to be material.

Return per Ordinary Share

Return per share is the amount of gain generated for the financial year divided by the weighted average number of ordinary
shares in issue.

2021 - 2020

‘ Revenue Capital . Total | Revenue Capital Total
Return £'000 “1,121 (8,693) - (7.,572) 3,340 43,922 47,262
Return per 'ordinary share 3.31p (25.69)p (22.38)p 10.13p 133.21p 143.34p

The returns per ordinary share are based on the weighted average number of shares in issue durlng the year of 33,826,929
(2020:; 32,971,792).

Dividends on Ordinary Shares
The Company paid four dividends in the year - three interims and a final.
The final dividend shown below is based on shares in issue at the record date or, if the record date has not been reached, on

shares in issue on the date the balance sheet is signed. The third interim and final dividends are paid after the balance sheet
date.

2021 2020
Pence £°000 Pence £°000
Dividends paid from revenue in the year: - ' )
Third interim (prior year) : 2.59 876 3.45 1,133
Final (prior year) - - - -
First interim 3.31 1121 3.75 1,232
Second interim - ) - 3.75 1,232
Total dividends paid from revenue 5.90 1,997 . 10.95 3,597
Dividends paid from capital in the year: :
Third interim (prior year) 1.16 - : 393 0.20 . 66
Final (prior year) 7.35 2,484 7.65 ) 2,513
First interim 0.44 148 - -
Second interim . 3.75 1,269 - -
Total dividends paid from capital 12.70 4,294 . © 7.85 2,579
Total dividends paid in the year. 18.60 6,291 18.80 6,176 :
2021 ‘ 2020
Pence £'000 Pence £000
Dividends payable in respect of the year: -
First interim 3.75 1,269 3.75 1,232
Second interim ) - . 3.75 1,269 3.75 1,232
Third interim ' ’ ‘ 375 1,269 3.75 1,269
Final 8.07 2,728 7.35 2,484
19.32 6,535 18.60 6,217




10.

The Company's dividend policy was changed in 2015 so that dividends will be paid firstly from current year revenue and any
revenue reserves available, and thereafter from capital reserves. The amount payable in respect of the year is shown below:

2021 " 2020
£°000 £000

Dividends in respect of the year:
- from current year revenue 1,121 3,340
- from revenue and capital reserves 5,414 2,877
6,535 6,217

Dividend payable from capital reserves of £5,414,000 (2020: revenue and capital reserves of £2;87_7,000) as a percentage of
year end net assets of £191,380,000 (2020: £205,243,000) is 2.8% (2020: 1.4%).

Investments Held at Fair Value Through Profit and Loss

The portfolio is made up of investments which are llsted or traded on a requlated stock exchange or AIM. Profit and Iosses

in the year include:

u realised, usually arising when investments are sold; and "

] unrealised, being the difference from cost on those investments still held at the year end.

2021 2020
£000 £000
Investments listed on a requlated stock exchange 124,947 144,472
AIM quoted investments 62,835 55,501
187,782 199,973
Opening valuation 199, 973 1 149,211
Movements in year: '
Purchases at cost 48, 753 44,996
Sales proceeds . (53,319) (39,147)
(Loss)/profit on investments in the year (7,625) 44,913
Closing valuation 187,782, 199,973
Closing book cost- 151,955 140,572
Closing investment holding gains in‘the year 35,827 59,401
Closing valuation V 187,782 © 199,973

The transaction coéts amount to £186,000 (2020: £146,000) on purchases and £24,000 '(2020 £25,000) for sales. These
amounts are included in determining profit/(loss) on investments held at fair value as dlsclosed in the Statement of
Comprehenswe Income.

The Company received £53, 319 000 (2020: £39,147,000) from investments sold in. the year. The book cost of these

investments when they were purchased was £37,370,000 (2020: £31,022,000) realising a profit of £15,949,000. (2020:
£8,125,000). These investments have been revalued over time and untif they were sold any unrealised profits were included in
the fair value of the investments. .

Other Receivables.

Other recelvables are amounts which are due to the Company, such as monies due from brokers for lnvestments sold and
income which has been earned (accrued) but not yet received. .

- 2021 2020

£000 £°000

Amounts due from brokers 26 : -
Prepayments and accrued income . : 188 ) 420
214 420
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11.

12.

13.

14.

Other Payables

Other payables are amounts which must be paid by the Company, and include any amounts due to brokers for the purchase
of investments or amounts .owed to suppliers (accruals), such as the Manager and ‘auditor.

* 2021 2020
£°000 £°000
Amounts due to brokers 638 435
Accruals 196 208
834 643
Share Capital )
Share capital represents the total number of shares in issue, including shares held in treasury.
2021 ) 2020
Number £°000 Number £°000
Allotted, called-up and fully paid _ )
Ordinary shares of 20p each 33,826,929 6,765 33,826,929 6,765
Treasury shares of 20p each 19,382,155 3,877 19,382,155 3,877
53,209,084 10,642 53,209,084 10,642

For the year to 31 January 2021, no shares were issued from treasury .(2020: 975,000). No issue proceeds -were received
during the year (31 January 2020: gross issue proceeds £5,895,000 at an average price of 604.61p, and the net proceeds
after issue costs were £5,872,000). .

Reserves

_This note explains the different reserves attributable to shareholders. The aggregate of the reserves and share capital (see

previous note) make up total shareholders’ funds.

The share premium arises whenever shares are issued at a price above the nominal value plus any issue costs. The capital
redemption reserve maintains the equity share capital and arises from the nominal value of shares repurchased and cancelled.
The share premium and capital redemption reserve are non-distributable.

Capital investment gains and losses are shown in note 9, and form part of the capital reserve. The revenue reserve shows the
net revenue retained after payment of dividends. The capital and revenue reserves are dlstrlbutable by way of dividend. In
addition, the capital reserve is also distributable by way of share buy backs.

Net Asset Value per Ordlnary Share

The Company's total net assets (total assets less total liabilities) are often termed shareholders’ funds and are converted
into net asset value per ordinary share by dividing by the number of shares in issue. - ‘

The net asset value per share and the net asset values attributable at the year end were as follows:

Net asset value Net assets
per ordinary share attributable
2021 2020 2021 2020
. Pence Pence £000 £000
Ordinary shares 565.76 606.74 191,380 205,243

Net asset value ‘per ordinary 'share is based on net assets at the year end and on 33,825,929 (2020: 33,826,929) ordinary
shares, being the number of ordinary shares in issue (excluding treasury) at the year end.



15.

16.

-Subsidiary Undertaking

The Company has one dormant subsidiary which has total assets of £100.

Net asset Country of
value at incorporation Description
31 January Principal and _ of shares Percentage
2021 activity operation held held
Berry Starquest Limited £100 Investment England and Ordinary 100%
. . oo dealing : Wales shares

During the year and the preceding year, no transactions were undertaken by the subsidiary.

Risk Management, Financial Assets and Liabilities

Financial instruments comprise the Company's investment portfolio and any derivative financial lnstruments held, as well
as any cash, borrowings, other receivables and other payables. .

Financial instruments comprise the Company's investment portfolio and any der:vatlve financial mstruments held as well as any
cash, borrowmgs other receivables and other payables.

Financial Instruments

The Company's financial instruments comprise its investment portfolio (as shown on pages 22 to 23), cash, overdraft, other
receivables and other payables that arise directly from its operations such as sales and purchases awaiting settlement and
accrued income. The accounting policies in note 1 include criteria for the recognition and the basis of measurement applied for
financial instruments. Note 1 also includes the basis on which income and expenses arising from fmanual assets and liabilities
are recognised and measured.

Risk Management Policies and Procedures

The Directors have delegated to the Manager the responsibility for the day-to-day investment activities of the Company as more
fully described in the Directors’ Report.

As an investment trust the Company invests in equities and other investments for the long-term, so as to meet its investment
policy (incorporating the Company’s investment objective). In pursuing its investment objective, the Company is exposed to a
variety of risks that could result in either a reduction in the Company’'s net assets or a reduction of the profits available for
dividends. Those related to financial instruments include market risk, liquidity risk and credit risk. These policies are summarised
below and have remained substantially unchanged for the two years under review. .

The main risk that the Company faces arising from its financial instruments is market risk - this risk is reviewed in detail below.
Since the Company invests mainly in UK equities traded on the London- Stock Exchange, liquidity risk and credit risk are not
significant. Liquidity risk is minimised as the majority of the Company’s investments comprise a diversified portfolio of readily
realisable securities which can be sold to meet funding commitments as necessary. In addition, an overdraft facility prowdes
short-term funding flexibility.

Credit risk encompasses the failure by counterparties to deliver securities which the Company has paid for, or to pay for
securities which the Company has delivered, and cash balances. Counterparty risk is minimised by using only approved
counterparties. The Company’s ability to operate in the short-term may be adversely affected if the Company’s custodian suffers
insolvency or other financial difficulties. The appointment of a depositary has substantially lessened this risk. The Board reviews
the custodian's annual controls report and the Manager’'s management-of the relationship with the custodian, Bank of New York
Mellon (International) Limited, an A-1+ rated financial institution. Cash balances are limited to a maximum of 1.25% of net assets
with any one deposit taker, with only approved deposit takers being used, and a maximum of 7.5% of net assets for holdings in
the Invesco Liquidity Funds plc - Sterling, a triple-A rated money market fund.

Market Risk

The fair value or future cash flows of a financial instrument may fluctuate because of changes in market prices. This market risk
comprises three efements - currency risk, interest rate risk and other price risk. The Company’s Manager assesses the
Company’s exposure when making each investment decision, and monitors the overall level of market risk on the whole of the
investment portfolio on an ongoing basis. The Board meets at least quarterly to assess risk and review investment performance.
The Company may utilise hedging instruments to manage market risk. Gearing is used to enhance returns, however, this will also
increase the Company's exposure to market risk and volatility.

1. Currency Risk

The exposure to currency risk is considered minor as the Company's financial instruments are mainly denominated in
sterling. At the current and preceding year end, the Company held no foreign currency investments or cash, although
a small amount of dividend income was received in foreign currency.

During this and the previous year, the Company did not use forward currency contracts to mitigate currency risk.
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16.

17.

Risk Management, Financial Assets and Liabilities (continued)

Market Risk (eontinued) ]

2. interest Rate Risk
Interest rate movements will affect the level of income receivable on cash deposits and the interest payable on variable
rate borrowings. When the Company has cash balances, they are held in variable rate bank atcounts yielding rates of
interest dependent on the base rate of the Custodian, The Bank of New York Mellon (International) Limited. Additionally,
holdings in Invesco Liquidity Funds plc - Sterling are subject to interest rate changes.

The Company has an uncommitted bank overdraft facility up to a maximum of 30% of the net asset value of the Company
or £15 million (2020: same), whichever is the lower; the interest rate is charged at a margin over the Bank of England
base rate. The Company uses the facility when required, at levels approved.and monitored by the Board.

At the year end, there was no overdraft drawn down (2020: none). Based on the maximum amount that can be drawn
down at the year end under the overdraft facility of £15 million (2020: £15 million), the effect of a +/- 1% in the interest
rate would resutt in an increase or decrease to the Company's statement of comprehenswe income of £150,000 (2020:
£150,000). .

The Company's portfolio is not directly exposed to interest rate risk.

3. Other Price Risk

Other price risks (i.e. the risk of changes in market prices, other than those arising from interest rates or currency,)‘may
affect the value of the investments. -

Management of Other Price Risk

The Directors manage the market price risks inherent in the |nvestment portfolio by meeting reqularly to monltor ona
formal basis the Manager's compliance with the Company's stated objectives and policies and to review investment
performance

The Company's portfolio is the result of the Manager's investment process and as a result |s not correlated with the
Company's benchmark or the markets in which the Company invests. Therefore the value of the portfolio will not move in
line with the market but will move as a result of the performance of the company shares within the portfolio.

If the value of the portfolio fell by 10% at the balance sheet date, the loss after tax for the year would increase by
£19 million (2020: profit after tax for the year would decrease by £20.0 million). Conversely, if the value of the portfolio
rose by 10%, the loss after tax would decrease (2020: profit after tax would increase) by the same amount.

Fair Values of Financial Assets and Financial Liabilities

The financial assets and financial liabilities are either carried in the balance sheet at their fair value (investments), or the balance
sheet amount is a reasonable approximation of fair value (due from brokers, d|V|dends receivable, accrued income, due to
brokers, accruals, cash at bank and overdraft).

Fair Value Hierarchy Disclosure’s

Except for the one Level 2 and one Level 3 investment described below, all of the Company's investments are in the Level 1
category as set out in IFRS 13, the three levels of which follow:

Level 1 - The unadjusted quoted prlce in an active market for identical assets or liabilities that the entity can access at the
measurement date.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable (i.e. developed using market data) for the
asset or liability, either directly or indirectly.

Level 3 - Inputs are unobservabie (i.e. for which market data is unavailable) for the asset or liability.

Categorisation within the huerarchy has been determined on the basis of the lowest tevel input that is significant to the fair value
measurement of each relevant -asset/liability.

ECO Animal Health was the only Level 2 investment in the portfolio, valued at £1,149,000. This was a Level 1 asset prior to the
company's AiM listing being temporarily suspended from 4 January 2021 to 4 February 2021 due to delays in the release of

. their audited accounts as a result of Covid-19 related issues. At the year end, the suspended price used in the fair value of the

company was 247.5p. This price was considered appropnate on the basis that after the temporary suspension, the company

~ commenced trading at a higher price.

Berry Starquest Limited was the only Level 3 investment in the portfolio at the current year end and was also Level 3 investment
at the 2020 year end. Berry Starquest Limited is a dormant subsidiary and is valued at £100 (2020: £100).

Maturity Analysis of Contractual Liability Cash Flows

The contractual liabilities of the Company are shown in note 11 and comprise amounts due to brokers and accruals. Ali are paid
under contractual terms. For amounts due to brokers, this will generally be the purchase date of the investment plus two
business days; accruals would generally be due within three months.



18.

19.

20..

21.

Capital Management

The Company’'s capital, or equity, is represented by its net assets which are manaqed to achieve the Companvs
investment objective set out on page 13.

The main risks to the Company’s investments are shown in the Strategic Report under the ‘Principal Risks and Uncertainties’
section on pages 14 to 15. These also explain that the Company is able to gear and that gearing will amplify the effect on equity
of changes in the value of the portfolio. .

The Board can also manage the capital structure directly since it determines dividend payments and has taken the powers, which
it is seeking to renew, to buy-back shares, either for cancellation or to be held in treasury, and to issue new shares or sell shares
held in treasury.

The Company is subject to externally imposed capital requirements with respect to the obligation and ability to pay dividends by

$1158 Corporation ‘Tax Act 2010 and by the Companies Act 2006, respectively, and with respect to the availability of the
overdraft facility and by the terms imposed by the.lender. The Board regularly monitors, and has complied with, the externally
imposed capital requirements. This is unchanged from the prior year.

Total equity at 31 January 2021, the composition of which is shown on the balance sheet on page 48, was £191,380,000
(2020: £205,243,000).

Contingencies, Guarantees and Financial Commitments

Liabilities the Company is committed to honour but which are dependent on a future cnrcumstance or event occurrmg
would be disclosed in this note if any existed.

There were no contingencies, guarantees or other financial commifments of the Company as at 31 January 2021 (2020: nil).

Related Party Transactions and Transactions with Manager

A related party is a company or individual who has direct or indirect control or who has significant influence over the
Company. .

Under international accounting standards, in conformity with the requirements of the Companies Act 2606, the Company has
identified the Directors as related parties. The Directors' remuneration and interests have been disclosed on pages 36 to 38 with
additional disclosure in note 4. No other related parties have been identified. .

Details of the Manager's services and fees are disclosed in the Directors’ Report on page 29 and in note 3.

Post Balance Sheet Events
There are no significant events after the end of the reporting period requiring disclosure.

| 59






Invesco Perpetual UK Smaller Compames
Investment Trust plc

Shareholder

* Notice of Annual General Meeting .......... b 62
APPENTIX .ereeeeeeeeeeverereian e e et 66
Shareholder INFOrmMation .........cococcvvveevevivecennn. s 67
Advisers and Principal Service Providers ........... ieeeeeeeeriereerren 68
Glossary of Terms and Alternative Performance Meas.ures ......... 69
Alternative Investment Fund Managers Directive Disclosure........ 72
Specialist Funds Managed by INVeSCO........ccovvenninneinnsnn 74

| 61




62 |

Notice of Annual
General Meeting

THIS NOTICE OF ANNUAL GENERAL MEETING IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any
doubt as to what action to take, you should consult your ‘stockbroker, solicitor, accountant or other appropriate independent
professional adviser authorised under the Financial Services and Markets Act 2000. If you have sold or otherwise transferred-
all your shares in invesco Perpetual UK Smaller Companies Investment Trust plc, please forward this document and the
accompanying Form of Proxy to the person through whom the sale or transfer was effected, for transmission to the purchaser
or transferee.

~ The Board is mindful of the travel and meeting restrictions in place in response to Covid-19 and therefore the AGM will be held

as a closed meeting. Shareholders are therefore encouraged to submit their votes by proxy. You are strongly encouraged to
lodge your vote either electronically via the Registrar’s online portal, contacting your platform provider or usmg a fForm of
Proxy to appoint the Chairman of the AGM as your proxy to vote on your behalf.

The Board is cognisant of the fact that many shareholders value this opportunity to hear from the Portfolio Managers and the
Board and therefore invite you to attend a webinar with us on 2 June 2021 at 10 am. A presentation will be made by
Jonathan Brown followed by a question and answer session. Shareholders can submit questions during the webinar or in
advance by writing to the Company Secretary at the address give on page 68 or investmenttrusts@invesco.com. Details on how

to register for the event are available via the Company’s website www.invesco.co.uk/ipukscit

NOTICE IS GIVEN that the Annual General Meeting (‘AGM’) of
Invesco Perpetual UK Smaller Companies Investment Trust
plc will be held at the offices of Invesco at 43-45 Portman
Square, London W1H 6LY at 12 noon on 10 June 2021 for
the following purposes:

Ordinary Business

1. Toreceive and consider the Annual Financial Report for
the year ended 31 January. 2021. '

2. To approve the Diréctors' Remuneration Policy.

3. To approve the Annual Statement and Report on
Remuneration for the year ended 31 January 2021.

4.  Toapprove a final dividend as recommended.
5. Tore-elect Jane Lewis as a Director of the Company.

6. ~To re-elect Bridget Guerin as a Director of the
Company.

7. To re-elect Graham Paterson as a Director of the
Company.

8. To elect Mike Prentis as a Director of the Company.

9.  Tore-appoint the auditor, Ernst & Young LLP.

10. To authorise the Audit Committee to determlne the
auditor's remuneration. .

Special Business

To consider and, if -thought fit, to pass the following
resolutions of which resolution 12 will be proposed as an
ordinary resolution and resolutions 11 and 13 to 15 as

" special resolutions:

Articles of Association
11. That:

the Articles of Association as produced to the meeting
and initialled by the Chairman for the purpose of
identification (the ‘New Articles’) be adopted as the
Articles of Association of the Company in substitution
for, and to the exclusion of, the existing Articles of
Association (the 'Current Articles’).

Authority to Allot Shares
12. That: '

the Directors be generally and unconditionally
authorised in accordance with Section 551 of the
Companies Act 2006 as amended from time to time
prior to the date of the passing of this resolution (the
‘Act’) to exercise all powers of the Company to allot
shares and grant rights to subscribe for,-or convert any
securities into, shares up to an aggregate nominal
amount (within the meaning of sections 551(3) and (6)
of the Act) of £676,538, this being 10% of the
Company's issued ordinary share capital as at 22 April
2021, such authority to expire at the conclusion of the
next AGM of the Company or the date fifteen months
after the passing.of this resolution, whichever is the
earlier unless the authority is renewed or revoked at
any other general meeting prior to such time, but so
that this authority shall allow the Company to make
offers or agreements hefore the expiry of this authority
which would or might require shares to be allotted, or
rights to- be granted, after such expiry as if the

authority conferred by this resolution had not expired. -

Disapplication of Pre-emption nghts
13. That:

the Directors be and are hereby empowered, in
accordance with Sections 570 and 573 of the Act to
allot equity securities (within the meaning of
section 560 (1), (2) and (3) of the Act) for cash, either



pursuant to the authority given by resolution 12 set out
above or (if such allotment constitutes the sale of
relevant shares which, immediately before the sale,
were held by the Company as treasury shares)
otherwise, as if Section 561 of the Act did not apply to
any such allotment, provided that this power shall be
limited: :

@) tothe allotment of equity securities in connection
with a rights issue in favour of all. holders of a
class of equity securities where the equity
securities  attributable respectively to the
interests of all holders of securities of such class
are either proportionate (as nearly as may be) to
the respective numbers of relevant equity
securities held by them or are otherwise allotted
in accordance with the rights attaching to such
equity securities (subject in either case to such
exclusions or other arrangements as the
Directors ‘may deem necessary or expedient in

_ relation to fractional entitlements or legal or-

practical problems under the laws of, or the
requirements of, any regulatory body or any
stock exchange in any territory or otherwise);

(b) to the allotment (otherwise than pursuant to a

rights issue) of equity securities up to an .

aggregate nominal amount of £676,538, this
being 10% of the Company's issued ordinary
share capital as at 22 April 2021; and

(c) tothe allotment of equity securities at‘a pricé not
less than the net asset value per share (as
determined by the Directors), )

and this power shall expire at the conclusion of the next
AGM of the Company or the date fifteen months after
the passing of this resolution, whichever is the earlier
unless the authority is renewed or revoked at any-other
general meeting prior to such time, but so that this
power shall allow the Company to make offers or
agreements before the -expiry of this power which
would or might require equity securities to be allotted
after such expiry as if the power conferred by this
resolution had not expired; and so that words and
expressions defined in or for the purposes of Part 17 of
the Act shall bear the same meanings in this resolution.

Authority to Make Market Purchases of
Shares :

14.

That:

the Company be generally and subject as hereinafter
appears unconditionally authorised in accordance with
Section 701 of the Act to make market purchases
(within the meaning of Section 693(4) of the Act) of its
issued ordinary shares of 20p each in the capital of the
Company (‘Shares’).

PROVIDED ALWAYS THAT:

(@ the maximum number of Shares hereby
authorised to be purchased shall be 14.99% of
the Company’s issued ordinary shares, this being
5,070,657 as at 22 April 2021;

(b)  the minimum price which may be paid for a Share
- shall be 20p; .

©)

)

e

(f)

@

the maximum price which may be paid for a
Share must not be more than the higher of: (i) 5%
above the average of the mid-market values of
the Shares for the five business days before the
purchase is made; and (ii) the higher of the price
of the last independent trade in the Shares and
the highest then current independent bid for the
Shares on the London Stock Exchange;

any purchase of Shares will be made in the
market for cash at prices below the prevailing net
asset value per Share (as determined by the
Directors);

the authorify hereby conferred shall expire at the

conclusion of the next AGM of the Company or
the date fifteen months after the passing of this
resolution, whichever is the earlier, unless: the
authority is renewed or revoked at any other
general meeting prior to such time;

the Company may make a contract to purchase
Shares under the authority hereby conferred

prior to the expiry of such authority which will be

executed wholly or partly after the expiration of
such authority and may make a purchase of
Shares pursuant to any such contract; and

any Shares so purchased shall be cancelled or, if
the Directors so determine and subject to the
provisions of Sections 724 to 731 of the Act and
any applicable requlations of the United Kingdom

-Listing Authority, be held (or otherwise dealt

with in accordance with Section 727 or 729 of

the Act) as treasury shares.

Period of Notice Required for General
Meetings
15." THAT the period of notice required for general meetings

of the Company (other than AGMs) shall be not less than

14 clear days.

Dated this 22 April 2021
By order of the Board

Invesco Asset Management Limited
Corporate Company Secretary

ce__
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Notes:

1.

A member entitled to attend and vote at the AGM is
entitled to appoint one or more proxies to attend,
speak and vote in his stead. However, as members will
only be permitted to attend the meeting in line with
government restrictions at the date of the meeting,
you are strongly encouraged to appoint a proxy. Where
more than one proxy is appointed, each proxy must be
appointed to exercise the rights attached to a different
share or shares. A proxy need not be a member of the
Company. However, if you appoint the Chairman of the
AGM as your proxy, this will ensure that your votes are
cast in accordance with your wishes given that
members will only be permitted to attend the AGM in
person depending on the government restrictions in
place at the time of the meeting. If any other person is
appointed as your proxy, they may not be able to
attend the meeting to vote on your behalf. In order to
be valid an appointment of proxy must be returned by
one of the following methods:

[ ] via Link Asset Services website
www.signalshares.com; or

[ ] In hard copy form by post, by courier or by hand
to the Company’s registrars, Link Asset Services,
Link Group, Unit 10, Central Square,
29 Wellington Street, Leeds LS1 4DL; or

u In the case of CREST members, by utilising the
CREST electronic proxy appointment service in
accordance with the procedures set out below

and in each case to be received by the Company not
less than 48 hours before the time of the meeting.
Shareholders wishing to appoint a proxy should
therefore appoint the Chairman of the AGM.

CREST members who wish to appoint a proxy or
proxies by utilising the CREST electronic proxy
appointment service may do so by utilising the
procedures described in the CREST Manual. CREST
Personal Members or other CREST sponsored
members, and those CREST members who have
appointed a voting service provider(s), should refer to
their CREST sponsor or voting service provider(s) who
will be able to take the appropriate action on their
behalf. In order for a proxy appointment made by
means of CREST to be valid, the appropriate CREST
message (@ 'CREST Proxy Instruction’) must be
properly authenticated in accordance with Euroclear
UK & Ireland Limited's specifications and must contain
the information required for such instructions, as
described in the CREST Manual. The message,
regardless of whether it relates to the appointment of a
proxy or to an amendment to the instruction given to a
previously appointed proxy must, in order to be valid,
be transmitted so as to be received by the issuer’s
agent (ID RA10) by the latest time(s) for receipt of
proxy appointments specified in this document. For this
purpose, the time of receipt will be taken to be the time
(@s determined by the time stamp applied to the
message by the CREST Applications Host) from which
the issuer's agent is able to retrieve the message by
enguiry to CREST in the manner prescribed by CREST.
After this time, any changes of instructions to proxies
through CREST should be communicated to the
appointee through other means. The Company may
treat as invalid a CREST Proxy Instruction in the
circumstances set out in Regulation 35(5)(@) of the
Uncertificated Securities Regutlations 2001. CREST

members and, where applicable, their CREST sponsors
or voting service provider(s) should note that Euroclear
UK & Ireland Limited does not make available special
procedures in CREST for any particular messages.
Normal system timings and limitations will therefore
apply in relation to the input of CREST Proxy
Instructions. It is the responsibility of the CREST
member concerned to take or, if the CREST member is
a CREST personal member or sponsored member or
has appointed a voting service provider(s), to procure
that his CREST sponsor or voting service provider(s)
take(s), such action as shall be necessary to ensure
that a message is transmitted by means of the CREST
system by any particular time. In this connection,
CREST members and, where applicable, their CREST
sponsors or voting service providers are referred, in
particular, to those sections of the CREST Manual
concerning practical limitations of the CREST system
and timings.

A form of appointment of proxy is enclosed.
Appointment of a proxy (whether by completion of a
form of appointment of proxy, or other instrument
appointing a proxy or any CREST Proxy Instruction)
does not prevent a member from attending and voting
at this meeting.

To be effective, the form of appointment of proxy, duly
completed and executed, together with any power of
attorney or other authority under which it is signed (or
a notarially certified copy thereof) must be lodged at
the office of the Company's registrars, Link Asset
Services, Link Group, Unit 10, Central Square,
29 Wellington Street, Leeds LS1 4DL, by not later than
12 noon on 8 June 2021.

A person entered on the Register of Members at close
of business on 8 June 2021 (‘a member’) is entitled to
attend and vote at the Meeting pursuant to
Regulation 41 of the Uncertificated Securities
Regulations 2001. Any changes to the Register of
Members after such time and date shall be disregarded
in determining the rights of any person to attend
and/or vote at the Meeting. If the Meeting is adjourned,
entitlement to attend and vote at the adjourned
meeting, and the number of votes which may be cast
thereat, will be determined by reference to the
Company's Register of Members 48 hours before the
time fixed for the adjourned meeting.

The Terms of Reference of the Audit Committee, the
Nomination Committee and the Management
Engagement Committee and the Letters of
Appointment for Directors will be available for
inspection by request to the Company Secretary.

A copy of the Articles of Association are available for
inspection by request to the Company Secretary.

Any person to whom this Notice is sent who is a person
nominated under section 146 of the Companies
Act 2006 to enjoy information rights (a ‘Nominated
Person’) may have a right, under an agreement
between him/her and the shareholder by whom he/she
was nominated, to be appointed (or to have someone
else appointed) as a proxy for the meeting. If a
Nominated Person has no such proxy appointment
right or does not wish to exercise it, he/she may have
a right, under such an agreement, to give instructions
to the shareholder as to the exercise of voting rights.



10.

11.

12.

The statement of the above rights of the shareholders
in relation to the appointment of proxies does not
apply to Nominated Persons. Those rights can only be
exercised by shareholders of the Company.

Any corporation which is a member can appoint one
or more corporate representatives who may exercise
on its behalf all of its powers as a member provided
that they do not do so in relation to the same shares.

Any member attending the AGM, should this be
permitted by government restrictions at the time, has
the right to ask questions. The Company must cause
to be answered-any such question relating to the
business being dealt with at the AGM but no such
answer need be given if: (@) to do so would interfere
unduly with the preparation for the AGM or involve
the disclosure of confidential ‘information; (b) the
answer has already been given on a website in the
form of an answer to a question; or (c) it is

- undesirable in the interests of the Company or the

good order of the AGM that the question be
answered. In view of the Stay at Home Measures, if
you have a question or comment you wish to be
considered, please contact the Company Secretary,
who will forward your question or comment to the
Board for consideration. :

You may not use any electronic address (within the

meaning of . section 333(4) of the Companies
Act 2006) provided-in this Notice (or in any related
documents including the proxy form) to communicate
with the Company for any purposes other than those
expressly stated.

As at 22 April 2021 (being the last practicable day
prior to the publication of this Notice) the Company’s
issued share capital consists of 33,826,929 ordinary
shares of 20p each carrying one vote each.

A copy of this notice, and other information required
by section 311A of the Companies Act 2006, can be
found at www.invesco.co.uk/ipukscit. .

13.

14.

Shareholders should note that it is possible that,
pursuant to requests made by members of the
Company under section 527 of the Companies
Act 2006 (the ‘Act’), the Company may be required to
publish on a website a statement setting out any
matter relating to: (i) the audit of the Company’s
accounts (including the auditor's report and the
conduct of the audit) that are to be laid before the
AGM; or (i} any circumstance connected with an
auditor of the Company ceasing to hold office since
the previous meeting at which annual accounts and
reports were laid in accordance with section 437 of
the Act (in each case) that the members propose to
raise at the relevant AGM. The Company may not
require the members requesting any such website
publication to pay its expenses in complying with
sections 527 or 528 of the Act. Where the Company
is required to place a statement on a website under
section 527 of the Act, it must forward the statement
to the Company's auditor not later than the time when
it makes the statement available on the website. The
business which may be dealt with at the AGM includes
any statement that the Company has been required
under section 527 of the Act to publish on a website.

‘The following documents may be inspected at the

registered office of the Company during business
hours on any weekday (Saturdays, Sundays and Bank
Holidays excluded) from the date of this Notice of
AGM to the date of the AGM and will be available for
inspection at the AGM, if appropriate, from 11.45am
on 10 June 2021 until the conclusion of the meeting:

] copies of the letters of appointment of the
Non-Executive Directors; and .

[ ] the Current Articles.

The Current Articles and the proposed New Articles,
marked to show all of the changes proposed, are
available to view on the Company's website
www.invesco.co.uk/ipukscit.
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o . . Directors™) and this results in the total number of Directors

Summary of prIHCIpa1OChanges reﬂe‘Cte.d n being fewer than the minimum number required by the New
the proposed new Articles of Association Articles, all Retiring Directors shall be deemed to be
of the Company . : re-appointed and shall remain in qffice for certain limited
purposes. The New Articles require a general meeting to be

The Directors are seeking approval to amend the existing Articles o convened as soon as reasonably practicable after the
of Association of the Company (“Current Articles”). Resolution 11 relevant AGM in order to appoint at least. the minimum
proposes that the Company amends its constitution by adopting ymper of Directors and for the Retiring Directors to retire.

new Articles of Association (“"New Articles”) to expand on its
scope which currently permits the Company to hold a form of Other changes which are of a minor, technical or clarifying
combined physical and electronic (or ‘hybrid’) general meeting, nature, have not been summarised.
albeit with limitations. The Current Articles have been amended
to expressly permit the Company to hold hybrid general meetings
(including an annual general meeting) in such a way that enables
members to attend and participate in the business of the meeting
across various electronic platforms and to grant the Directors
powers to facilitate such meetings, should the Board deem this
necessary. This provides the Company with greater flexibility to  The Current Articles and the New Articles are’ available on our
align with technological advances, changes in invéstor sentiment website www.invesco.co.uk/ipukscit and by request to the
and evolving best practice, particularly in light of the Covid-19 Company Secretary. ' .

. situation. The principal changes to the Current Articles are as
follows:

Although the Company has no plans at the current time to
routinely hold hybrid general meetings in the future, it considers
the ability to hold hybrid general meetings to be in the best

" interests of shareholders as a whole and to reflect evolving
investor sentiment and market practice.

m  The New Articles provide that the Company may hold *hybrid’
general meetings which would enable members to attend
and participate in the business of the meeting by attending
a physical location (in a main location or in specified satellite
locations) or by means of an electronic facility or facilities,
in accordance with the Companies (Shareholders' Rights)
Regulations 2009 and the Companies Act 2006.

. The New Articles are not intended to permit the Company
to hold general meetings solely by electronic means. The
Company will remain able to hold physical general meetings

) as at present. .

| This change is intended to make it easier for members and
other attendees to attend and participate in future general
meetings and to facilitate better engagement, while
providing the Directors with the flexibility should they need
to make alternative arrangements. for participation in
meetings (including where physical participation may be
prevented or restricted). ’

®  The New Articles include a number of consequential changes
to facilitate the holding of hybrid general meetings and
attendance and participation by members at such meetings,
including by way of electronic facilities.

m  Article 100 of the Current Articles has been updated to
- reflect that all Directors retire at each AGM in accordance
with the UK Corporate Governance Code.

®  Inaddition, the New Articles state that where Directors have
not been appointed or reappointed at an AGM ("Retiring
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Shareholder
Information

Company History

Invesco Perpetual UK Smaller Companies Investment Trust plc
was launched in March 1988, and was formerly known as Berry
Starquest plc. Perpetual took over the management of the

investment trust on 1 March 1994. On 13 June 2002, following"

shareholder resolution, the investment trust's name changed 'to
Invesco Perpetual UK Smaller Companies Investment Trust plc.

Net Asset Value (NAV) Publication

The NAV of the Company is calculated by the Manager on a daily
basis and is notified to the Stock Exchange on the following
business day. An estimated NAV is also published daily in the
newspapers detailed under Share Price Listings.

Website

Information relating to the Company can be found on the
Company’s section of the Manager's website, which can be
located at www.invesco.co. uk/lpuksat

The contents of websites referred to in this document, or
accessible from links within those websites, are not incorporated
in to, nor do they form part of this annual financial report.

How to invest in the Company

The Company’s shares are listed and traded on the London Stock
Exchange. There are a variety of ways by which investors can buy
the shares including through the following: independent financial
advisers, wealth managers and self directed dealing websites. The
Manager's website contains a list’ of some of the larger dealing
platforms as well as a link to unbiased.co.uk, for those seeking
financial advice, and to the AIC's website for detailed information
on investment companies.

Share Price Listings

The price of your shares can be found in the Financial Times, Daily
Telegraph and The Times.

In addition, share price information can be found using the IPU
ticker code and on the Company’s section of the Manager’s
website under Resources: www.invesco.co.uk/ipukscit.

Be ScamSmart

1 Reject cold calls

Avoid investment fraud

Financial Calendar

The Company publishes information according to the following -
calendar:

Announcements

Annual financial report March/April
_Half—yearly financial report September
Year End 31 January
Dividends Payable 1st interim September
2nd interim December
3rd interim . March
Final June
Annual General Meeting May/June

Annual General Meeting

The Annual General Meeting will be held at 12 noon on 10 June
2021 at 1st Fioor, 43-45 Portman Square, London W1H 6LY.
The Board is mindful of the travel and meeting restrictions in
place in response to Covid-19 and therefore the AGM will be held
as a closed meeting. Shareholders are therefore encouraged to
submit their votes by proxy. You are strongly encouraged to lodge
your vote either electronically via the Registrar's online portal,
contacting your platform provider or using a form of Proxy to
appoint the Chairman of the AGM as your proxy to vote on your

behalf. '

The Board is cognisant of the fact that many shareholders value
this opportunity to hear from the Portfolio Managers and the
Board and therefore invite you to attend a webinar with us on
2 June 2021 at 10 am. A presentation will be made by Jonathan
Brown followed by a question and answer session. Shareholders
can submit questions during the webinar or in advance by writing
to the Company Secretary at the address given on page 68
or investmenttrusts@invesco.com. Details on how to register
for the event are available via the Company's website
www.invesco.co.uk/ipukscit

General Data Protection Regulation
(GDPR) -

The Company has a privacy notice which sets out what-personal
data'is collected and how and why it is used. The privacy notice can
be found at www.invesco.co.uk/ipukscit under the ‘Literature’
section, or a copy can be obtained from the Company Secretary
whose correspondence address is found on the next page.

Report a Scam
If you suspect that you have been

Investment scams are
- designed to look like
genuine investments

Spot the warning signs
Have you been:

= contacted out of the blue

* promised-tempting returns
and told the investment is safe

« called repeatedly, or

« told the offer is only available
for a limited time?

If so, you might have been
contacted by fraudsters.

If you've received unsolicited contact about
an investment opportunity, chances are
it’s a high risk investment or a scam. You
should treat the call with extreme caution.
The safest thing to do is to hang up.

2 Check the FCA Warning List
The FCA @arning List is a list of firms and
individuals we know are operating without
our authorisation.

3 Get impartial advice
Think about getting impartial financial
advice before you hand over any money.
Seek advice from someone unconnected to
the firm that has approached you.

approached by fraudsters please tell the
FCA using the reporting form at
www.fca.org.uk/consumers/report-
scam-unauthorised-firm. You can also call
the FCA Consumer Helpline on

0800 111 6768

If you have lost money to investment fraud,
you should report it to Action Fraud on
0300 123 2040 or online at
www.actionfraud. police.uk

Find out more at
www.fca.org.uk/scamsmart

Remember: if it sounds too good to be true,

it probably is!
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Registered Office and Company Number
Perpetual Park

Perpetual Park Drive

Henley-on-Thames

Oxfordshire RG9 1HH

Registered in England and Wales
Number 02129187

Alternative Investment Fund Manager
(Manager)

Invesco Fund Managers Limited 7
Company Secretary

Invesco Asset Management Limited
Company Secretarial Contact: Kelly Nice

Correspondence address

43-45 Portman Square
London W1H 6LY
= 020 3753 1000

Invesco Client Services

Invesco has a Client Services Team avallable from 8.30am to
6.00pm

Monday to Friday (excluding UK Bank Holidays). Please feel free
to take advantage of their expertise by ringing .
= 0800 085 8677

www.invesco.co.uk/investmenttrusts

The Association of Investment Companies

The Company is a member of the Association of Investment
Companies.

Contact details are:

= 020 7282 5555

Email: enquiries@theaic.co.uk

Website: www.theaic.co.uk

Independent Auditor‘

Ernst & Young LLP
25 Churchill Place, Canary Wharf,
London E14 5EY

Depositary, Custodian and Banker

The Bank of New York Mellon (International) Limited -
1 Canada Square
London E14 5AL

Corporate Broker

JPMorgan Cazenove
25 Bank Street
London E14 5JP

provider.

‘Advisers and Principal
‘Service Providers

Registrars

Link Asset Services
Link Group,

Unit 10,

Central Square,

29 Wellington Street,
Leeds LS1 4DL

@ 0371 664 0300

If you hold your shares directly and not through a savings
scheme or ISA and have queries relating to your shareholding
you should contact the Registrar on: ® 0371 664 0300. Calls

. are charged at the standard geographic rate and will vary by’
provider.

Link Group provides an on-line and telephone share dealing
services to existing shareholders who are not seeking advice on
buying or selling. This service is available at
www.linksharedeal.com or = 0371 664 0445. Calls are
charged at the standard geographlc rate and will vary by

°

Calls from outside the UK will be charged at the applicable
international rate. Lines are open 9.00am to 5.30pm Monday
to Friday (excluding Bank Holidays in.England and Wales).

Shareholders holding shares directly can also access their
holding details via Link's website www.signalshares.com

Investor Warning *

The Company, Invesco and the Registrar would never contact
members of the public to offer services or require any type of
upfront payment. If you suspect you have been approached by
fraudsters, please contact the FCA consumer helpline on
0800 111 6768 and Action Fraud on 0300 123 2040.

Further details for reporting frauds, or attempted frauds, can be
found on page 67 of the Company’'s 2021 Annual Financial
Report. .

Manager’s Website

- Information relating to the Company can be found onthe

Company's section of the Manager's website, which can be
located at www.invesco.co.uk/ipukscit.

The contents of websites referred to in thié document, or
accessible links within those websites, are not incorporated into,
nor do they form part of, this financial report.



Glossary of Terms and Alternative
Performance Measures

Alternative Performance Measure (APM)

An APM is a measure of performance or financial position that is not defined in applicable accounting standards and cannot be directly
derived from the financial statements. The calculations shown in the corresponding tables are for the years ended 31 January 2021
and 2020. The APMs listed here are widely used in reporting within the investment company sector and consequently aid comparability.

Benchmark (or Benchmark Index)

A market index, which averages the performance of companies in any sector, giving a good indication of any rises or falls in the market.
The benchmark used in these accounts is the Numis Smaller Companies Index (excludlng Investment Companies) with income reinvested.
This index does not include AIM stocks.

Capital dividend as a percentage of year end net assets (APM)

- The percentage of year end net assets represented by a payment from revenue reserves and capital reserves to fund the annual
dividend payable in respect of the year.

2021 2020
) Page £'000 £'000

Dividends paid from capital in respect of the year: -
First interim ' ' 54 148 -
Second interim Co 54 1,269 -
Third interim 54 1,269 393
Final . 54 ) - 2,728 2,484
a 5,414 2,877
Net Assets - ) 48 b 191,380 205,243
Capital dividend as a percentage of year end net assets : c=a/b 2.'8% ’ 1.4%

Discount/Premium (APM)

Discount is @ measure of the amount by which the mid- market price of an investment company share is lower than the underlying net
asset value (NAV) of that share. Conversely, Premium is a measure of the amount by which the mid-market price of an investment
company share is higher than the underlying net asset value of that share. In this annual financial report the discount is expressed as
a percentage of the net asset value per share and is calculated according to the formula set out below. If the shares are trading at a
premium the result. of the below calculation will be positive and if they are trading at a discount it will be negative.

Page . 2021 2020
Share price 4 a 483.00p 606.00p
Net asset value per share (note 14) . 56 b 565.76p 606.74p
Discount A c=@bb | (146 (0.1)%
Dividend Yield (APM) ’
The annual dividend payable expressed as a percentage of the year end share price.

Page 2021 2020
Annual dividend payable 4 a 19.32p 18.60p
Year end share price 4 b 483.00p 606.00p
Dividend Yield : c=a/b 4.0% 3.1%

Gearing (APM) -

The gearing percentage reflects the amount of borrowings that a company has invested. This figure indicates the extra amount by
which net assets, or shareholders’ funds, would move if the value of a company’s investments were to rise or fall. A positive percentage
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indicates the extent to which net assets are geared; a nil gearing pefcentage, or ‘nil’, shows a company is ungeared. A negative
percentage indicates that a company is not fully invested and is holding net ‘cash as described below.

. /’
There are several methods of calculating gearing and the following has been used in this report:
Gross Gearing (APM)
This reflects the amount of gross borrowings in use by a company and takes no account of any cash balances. It is based on

2021 2020
Page £000 £000
Bank facility 48 - .
Less: cash and cash equivalents . 48 4,218 5,493
Net cash and cash equivalents ) a 4,218 5,493
- Net asset value 48 b © 191,380 205,243
Net cash c=a/b 2.2% 2.7%

gross borrowings as a percentage of net assets. As at 31 January 2021 the Company had no gross borrowings (2020: £nil).

2021 2020

Page £°000 £000

Bank facility 48 - -
Gross borrowings a - -
Net asset value 48 b 191,380 205,243
Gross gearing c=a/b nil nil

Net Gearing or Net Cash (APM)

Net gearing reflects the amount of net borrowings mvested ie. borrowmqs fess cash and cash equivalents (incl. investments
in money market funds). It is based on net borrowings as a percentage of net assets. Net cash reflects the net exposure to
cash and cash equivalents, as a percentage of net assets, after any offset against total borrowings.

Maximum Authorised Gearing

This reflects the maximum authorised borrowings of a company taking into account both any gearing limits laid down in the investment

policy and the maximum borrowings laid down in covenants under any borrowing facility and is calculated as follows:

2021 2020
Page £000 £'000
Maximum authorised borrowings as laid down in: ‘
Investment policy:
- lower of 30% of net asset value; and a=30%xe 57,414 61,573
- £25 million b 25,000 25,000
Bank facility covenants: lower of 30% of - ’
net asset value and £15 million c 15,000 15,000
Maximum authorised borrowings (d = lower of a, b and ¢) d 15,000 15,000
Net asset value ) 48 e 191,380 205,243
Maximum authorised gearing f=dfe 7.8% 7.3%

Leverage

Leverage, for the purposes of the Alternative Investment Fund Managers Directive (AIFMD) is not synonymous with gearing as defined
"above. In addition to borrowings, it encompasses anything that increases the Company's exposure, including foreign currency and
exposure gained through derivatives. Leverage expresses the Company’s exposure as a ratio of the Company’s net asset value.
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Accordingly, if a Company’s exposure wés equal to its net assets it would have leverage of 100%. Two methods of calculating such
exposure are set out in the AIFMD, gross and commitment. Under the gross method, exposure represents the aggregate of all the
Company's exposures other than cash balances held in base currency and without any offsetting. The commitment method takes into

account hedging and other netting arrangements designed to Ilmlt risk, offsetting them against the underlying exposure (see page 73 -

for further detail on Leverage at year end.

" Market Capitalisation
Is calculated by multiplying the stockmarket price of an ordinary share by the number of ordinary shares in issue.

Net Asset Value (NAV)

Also described as shareholders’ funds the NAV is the value of total assets less liabilities. Liabilities for this purpose inciude current and - '

long-term liabilities. The NAV per ordinary share iscalculated by dividing the net assets by the number of ordinary shares in issue. For
accounting purposes assets are valued at fair (usually market) value and liabilities are valued at par (their repayment - often nominal
- value). :

Ongoing Charges Ratio (APM)

The annualised ongoing charge incorporates charges allocated to capital in the financial statements as well as those allocated to revenue,
but excludes non-recurring costs, transaction costs of investments, finance costs, taxation, and the costs of buying back or issuing
shares. The ongoing charges are the aggregate of these costs expressed as a percentage of the daily average net asset value reported
in the year.

2021 2020
) Page £000 £'000
investment management fee - ’ ) 52 1,244 1,364
Other expenses 53 376 384
Less: costs in relation to custody dealing charges )
and one off legal costs . . @) ’ N
Total recurring expenses . . a . 1,613 1,741
Average daily net assets b 166,380 179,477
Ongoing charges ratio % . c.=a/b 0.97% 0.97%

Return

The return generated in a period from the investments including the increase and decrease in the value of investments over time and
the income received.

\

Total Return

Total return is the theoretical return to-shareholders that measures the combined effect of any dividends paid, together with the rise
or fall in the share price or NAV. In this annual financial report these return figures have been sourced from Refinitiv who calculate
returns on an industry comparative basis.
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Net Asset Value Total Return (APM)

Total return on net asset value per share, with debt at market value, assuming dividends paid by the Company were reinvested

into the shares of the Company at the NAV per share at the time the shares were quoted ex-dividend.

Share Price Total Return (APM) -

Total return to shareholders, on a mid-market price basis, assummg all d|V|dends received were reinvested, without transaction .
costs, into the shares of the Company at the time the shares were quoted ex-dividend.

_ Net Asset Share

2021 " Page ] Value Price
As at 31 January 2021 4 ) 565.76p 483.00p
As at 31 January 2020 4 606.74p 606.00p
Change in year : a . -6.8% - -20.3%
Impact of dividend reinvestments® b ) 3.7% ~3‘.5%
Total return for the year c=a+b | -3.1% -16.8%
Net Asset Share

2020 Page Value Price
As at 31 January 2020 4 . . 606.74p 606.00p
As at 31 January 2019 5 481.81p 465.00p

' Change in year . a ) 25.9% 30.3%
impact of dividend reinvestments® b 4.5% 4.9%

‘ Total return for the year c=a+b 30.4% 35.2%

(1) Total dividends paid during the year of 18.60p (2020: 18.80p) reinvested at the NAV or share pricé on the ex-dividend
date. NAV or share price falls subsequent to the reinvestment date consequently further reduce the returns vice versa if

the NAV or share price rises.

Benchmark

Total return on the benchmark is on a mid-market value basis, assuming all dividends received were remvested without
transaction costs, into the shares of the underlying companies at the time the shares were quoted ex-dividend.

Volatility

Volatility refers to the amount of uncertainty or risk about the size of changes in a security's value. It is a statistical measure of the
dispersion of returns for a given security or market index measured by using the standard deviation or variance of returns from that

same security or market index. Commonly, the higher the volatility, the riskier the security.
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Alternative Investment Fund
Managers Directive Disclosure

Alternative Investment Fund Manager (AIFM) and the Alternative Investment Fund
Managers Directive (the ‘AIFMD’, the Directive) '

Invesco Fund Managers Limited (IFML) was authorised as an AIFM, and appointed by the Company as such, with effect from 22 July
2014. IFML is an associated company of Invesco Asset Management Limited (IAML), the previous Manager, and IAML continues to
manage the Company's investments under delegated authority from IFML. In accordance with the Directive, the Company qualifies as
an Alternative Investment Fund (AIF).

Amongst other things, requlations enacted following AIFMD require certain information to be provided to prospective investors. This
information can be found in the Company’s section of the Manager’s website (www.invesco.co.uk/ipukscit) in a downloadable document
entitled ‘AIFMD Investor Information’. There have been no material changes to this information in the year to 31 January 2021 or up
to the date of this report. Any information requiring immediate disclosure pursuant to the Directive will be disclosed through a primary
information provider. .

In addition, the Directive requires information in relation to the Company's leverage (both ‘gross’ and ‘commitment’ - see Glossary on
page 71) and the remuneration of the Company’'s AIFM (IFML) to be made available to investors.

Accordingly:

- the leverage calculated for the Company at its year end was 98% for both gross and commitment (2020: both 98%). The limits the
AIFM has set for the Company remain unchanged at 250% and 200%, respectively; .

- the AIFM summary remuneration policy is available from the corporate ‘policies section of the Manager’s website
www.invesco.co.uk and from the Company's company secretary, on request (see contact details on page 68); and

- the AIFM remuneration paid for the year to 31 December 2020 is set out below.

AIFM Remuneration

Remuneration policy

On 18 March 2016, Invesco Fund Managers Limited (the "Manager"). adopted a remuneration policy consistent with the principles
outlined in the European Securities and Markets Authority (ESMA) Guidelines, on sound remuneration.policies under the AlFM Directive.

The policy was revised in 2020, to include specificities for some Invesco EU regulated Management Companies. The Manager was not
impacted by the changes.

The purposé of the remuneration policy is to ensure the remuneration of the staff of the Manager is consistent with and promotes
sound and effective risk management, does not encourage risk-taking which is inconsistent with the risk profiles, rules or instruments
of incorporation of the Manager and of the AIF it manages and does not impair the Manager's compliance with its duty to act in the
best interests of the AIF it manages. The Manager's summary remuneration policy is available from the corporate policies section of
our website (www.invesco.co.uk). Paper copies of the full remuneration policy can be obtained for free from the registered office of
the Manager, Invesco Fund Managers Limited, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, Oxfordshire, RG9 1HH, UK
upon request.

The remuneration policy is reviewed annually by the Compliance, Human Resources and Risk Management functions, who recommend
any adjustments to ensure continued alignment of the policy with sound risk management. The board of directors of the Manager are
responsible for the oversight of remuneration and for ensuring adherence to this policy through the Human Resources function.

The Internal Audit function conducts regular testing of administration of the remuneration policy to assess its ongoing compliance with
the Invesco Group's remuneration policies and procedures.

The Manager does not employ any direct staff. All staff involved in the AIF related activities of the Manager are employed and paid by
various entities of the Invesco Ltd. Group.

The aggregate total remuneration of Invesco staff involved in AIF related activities of the Manager in respect of performance year
(1 January 2020 to 31 December 2020) is £3.71 million of which £2.29 million is fixed remuneration and £1.42 million is variable
remuneration. The number of beneficiaries apportioned to AIFMD activities is 18. The Manager has identified individuals considered to
have a material impact on the risk profile of the Manager or the Al it manages ("Identified Staff”), who include board members of the
Manager, senior management, heads of control functions, other risk takers and any employees receiving total remuneration that takes
them into the same remuneration bracket as senior management and risk takers.

The aggregafe total remuneration paid to the Identified Staff of the Manager for AIF related activities for the performance year
(1 January 2020 to 31 December 2020) is £0.74 million of which £0.17 million is paid to Senior Management and £0.57 miillion is
paid to other Identified Staff. Please note that remuneration for AIFMD Identified Staff includes remuneration for staff employed by
delegates. '
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Invesco

The Manager of invesco Perpetual UK Smaller Companies Investment Trust pIc' iS
Invesco Fund Managers Limited.

Invesco Fund Managers Limited is a wholly owned subsidiary of Invesco Limited -
and is authorised and regulated by the Financial Conduct Authority.

Invesco is a business name of Invesco Fund Managers Limited.

Invesco is one of the largest independent global investment management firms,
with assets under management of approximately $1,404 billion.*

We:aim to provide the highest returns a\)ailable from mafkets through active
management but in a controlled manner, conscious of the risks involved and
within our clients’ objectives.

* Assets under management as at 31 March 2021.
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Specialist Funds Managed

by Invesco

Investing for Ihcome, Income Growth and Capital Growth

(from equities and fixed interest securities)

City Merchants High Yield Trust Limited

A Jersey incorporated closed-ended Company that aims to

generate a high level of income from a variety of fixed income

instruments. The Company may use repo financing to enhance
" returns.

Invesco Enhanced Income Limited

A Jersey incorporated closed-ended Company that aims to
provide a high level of income, paid gross to UK investors, whilst
seeking to maximise total return through investing, primarily in a
diversified portfolio of high-yielding corporate and government
bonds. The- Company seeks to balarice the attraction of
high-yield securities with the need for protection of capita! and to
manage volatility. The Company uses repo financing to enhance
returns.

Invesco Select Trust plc — Managed
Liquidity Portfolio

Aims to produce an appropriate level of income return combmed
with a high degree of security. The portfolio invests in a range of
sterling based or related high quality debt securities and similar
assets either directly or indirectly through authorised funds.

Invesco Select Trust plc — UK Equity
Portfolio

Aims to provide shareholders with-an attractive real long term
total return by investing primarily in UK quoted equities. The
portfolio may use bank borrowings.

Investing in Smaller Companies

" Invesco Perpetual UK Smaller Compames
Investment Trust-plc

" Aims to achieve long-term total returns for the Company's
shareholders primarily by investment in a broad cross-section

of small to medium size UK-quoted companies. The Company
may use bank borrowings.

Investing Internationally

Invesco Asia Trust plc

Aims to provide long-term capital growth by investing in a
diversified portfolio of Asian and Australasian securities. The
Company aims to achieve growth in.its net asset value in excess
of the MSCI AC Asia ex Japan Index, total return, in sterling
terms. The Company may use bank borrowings.

Invesco Select Trust plc Global Equity
Income Portfolio

Aims to provide an attractive and growing level of income return
and capital appreciation over the long term, predominantly
through “investment in a diversified portfolio of equities
worldwide. The portfolio may use ‘bank borrowings.
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Investing for Total Returns

Invesco Select Trust plc — Balanced RlSk
Allocation Portfolio

Aims to provide shareholders with an attractive total return in
differing economic and inflationary environments and with low
correlation to equity .and bond market indices by gaining
exposure to three asset cIasses debt securities, equities and
commodities.

The portfolio is constructed so as to balance risk, is long-only,
using transparently-priced exchange-traded futures contracts
and other derivative instruments to gain such exposure and to
provide leverage. . :

Investing in Multiple Asset Classes

Invesco Select Trust plc

m UK Equity Portfolio

m Global Equity Income Portfolio

® Managed Liquidity Portfolio

® Balanced Risk Allocation Portfolio

A choice of four investme'nt policies and objectives, each
intended to generate attractive risk-adjusted returns from
segregated portfalios, with the ability to switch between them,

-four times a year, free from capital gains tax liability. Dividends
- are paid quarterly, apart from Balanced Risk Allocation which will -

not normally pay dividends.

Please contact Invesco's Client Services Team on 0800 085 8677 if you would like more information about the investment trusts or other specialist funds listed
above. Further details are also available on the following website: www.invesco.co.uk/investmenttrusts..



