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Investment Objective and Overview

The investment objective of Fidelity Special Values PLC is
to achieve long term capital growth predominantly through

investment in UK listed companies

Fidelity Special Values Fidelity Special Values’
PLC aims to achieve long heritage and history - that
term capital growth for of value contrarian investing,
Shareholders by investing looking for companies
in special situations. It whose potential for share
is an actively managed price growth and recovery
contrarian Investment Trust has been overlooked by
that seeks out undervalued the market. He then holds
opportunities and thrives on these companies until their
volatility and uncertainty. potential value is recognised
by the wider market. Alex
The Portfolio Manager, only invests in companies
Alex Wright's, approach is where he understands the
very much in keeping with potential downside risk to

limit the possibility of losses.
The Board believes that the
Company is well positioned
as the investment of choice
for those seeking exposure
to UK listed companies but
with the benefit of investing
up to 20% of the portfolio in
listed companies on overseas
exchanges in order to
enhance Shareholder returns.

Andy Irvine, Chairman

To find out more about Fidelity Special Values PLC visit our new website www.fidelityinvestmenttrusts.com

where you can read articles and watch videos on the Company.



Fidelity Special Values PLC | Annual Report 2018

At a Glance

The Company’'s NAV increased by 8.7% and the share price by 14.0%,
both outperforming the Benchmark Index return of 4.7%.

As at 31 August 2018 Summary of the key aspects
of the Investment Policy

Shareholders’ Funds The i»nvestment dpproqch is flexib!e{ with position§ in Iurge,
medium and smaller sized companies, acress all industries.
The Company may make limited investments in companies

E 7 2 5 . O m outside of the UK.

Market Cupitulisction The Company may also invest into cther transferable securities,
coliective investment schemes, money market instruments, cash

E 735 . 7 m and depesits and is alsc able to use derivatives for efficient

portfolio management and investment purposes.

Capital Structure
Ordinary Shares of 5 pence held outside Treasury The Company is able to gear the portfolio and the Beard
takes the view that long term returns for Shareholders can be

2 66 549 48 O enhanced by the use of gearing in a carefully considered and
/ /

monitored way.



Financial Highlights

2018 2017
Assets at 31 August
Shareholders’ funds £725.0m £673.5m
Net Asset Value ("NAV”) per share 271.98p 254.63p
Dividends for the year to 31 August
Final dividend proposed per ordinary share 3.15p 2.80p
Interim dividend paid per crdinary share 1.85p 1.80p
Total dividends for the year 5.00p 4.60p
Share price and discount data for the year ended 31 August
Share price at the year end 276.00p 246.50p
Share price: year high 280.00p 250.00p
Share price: year low 236.75p 195.00p
Premium/(Discount) at year end 1.5% (3.2%)
Premium: year high/{Discount): year low 3.6% (0.4%)
Discount: year high {6.3%) (12.7%)
Ongoing Charges for the year ended 31 August® 1.04% 1.06%

* Ongeing Charges (excluding finance costs and taxation) expressed as a percentage of the average net asset values for the vear (prepared in accordance with

methodology recommended by the Associotion of Investment Companies). A definition of Ongoing Cherges 15 in the Glossory of Terms on page 76
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Chairman’s Statement

| have pleasure in presenting the
Annual Report of Fidelity Special
Values PLC for the year ended
31 August 2018.

Andy Irvine, Chairman

&£725.0m

(As at 31 August 2018)
Shareholders’ Funds

+14.0%

(Year ended 31 August 2018)
Ordinary Share Price total return

Fidelity Special Values PLC aims to achieve long term capital
growth for Shareholders by investing in special situations. It is
an actively managed contrarian Investment Trust that seeks
cut undervalued opportunities and thrives on volatility and
uncertainty.

The Portfolio Manager, Alex Wright's, approach is very much in
keeping with Fidelity Special Values' heritage and history. Alex
follows the same successful investment philosophy as Anthony
Bolton, the Company’s first portfolio manager - that of value
contrarian investing, looking for companies whose potential for
share price growth and recovery has been overlocked by the
market. He then holds these companies until their potential value
is recognised by the wider market. Alex only invests in companies
where he understands the potential downside risk to limit the
possibility of losses.

The Board believes that the Company is well positioned as the
investment of choice for those seeking exposure to UK listed
companies but with the benefit of investing up to 20% of the
portfolic in listed companies on overseas exchanges in order 1o
enhance Shareholder returns,

Performance

The net asset value ("NAV") of the Company increased by

8.7% over the year and the share price by an impressive 14.0%,
both well above the 4.7% return of the Benchmark Index (all
performance data on a total return basis). As a result of the
share price performance, the Company’s discount narrowed from
3.2% at the start of the reporting year into a premium of 1.5% at
the end of the reporting year.

As Alex Wright completes his sixth year as the Portfolio Manager,
the NAV performance of the Company continues to be impressive,
having increased in absolute terms during this period at an
annualised rate of 16.1%, significantly ahead of the Benchmark
Index return of 9.4% p.a, On a cumulative basis over Alex's tenure,
this represents a NAV total return of 144.7% compared to an Index
return of 71.3%. The share price total return was 195.7%.

Alex’s stock selection abilities have once again come to the

fore in this reperting year, resulting in the outperformance
against the Index. It has been g difficult year for stock pickers as
external headwinds and a weakening domestic macroeconomic
buackdrop made it a tough environment for investment managers,
particularly in the first half of the period. Geo-political noise,
rising global trade friction and Brexit all contributed to this
uncertain environment. Nevertheless, this also presented pockets
of opportunities across the spectrum, particularly those areas
where market participants have lended to ignore underlying
value. On a more positive note, the weckness in sterling (see
chart on the next poge) has provided the tailwind for many of
the companies that generate a large preportion of their revenues
in foreign currencies. It is against this backdrop that Alex’s focus
on his invesiment thesis has succeeded in generating strong
contributions from meany of cur key portfolic holdings over the
review period.
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The centrarian nature of the Company’s investment selection
means that the Board does not expect a consistent
outperformance against the Benchmark Index every single
year, although it believes that the portfolio has the potential to
outperform significantly over the longer term. As ever, the Board
encourages Shareholders to take a similarly leng term view of
their investment in the Company’s shares.

Qutlook

The outlock for the global economy appears to have moderated
slightly and financial conditions have tightened somewhat,
However, growth is expected to remain relatively robust. The
outlook for investment in the UK is more subdued than this time
last year due to the persistent economic and political uncertainty.
We have seen financial conditions in the UK tightening as well,
albeit slightly, but it remains encouragingly accommodative.
Given this environment, @ mere discriminating approach will

be required to separate the best opporiunities from those that
could disappoint. Alex will continue to focus on strong stock
picking opportunities and risk management and aims to deliver a
positive relative performance of the Company’s NAV. The Beard
feel that the strategy in place is well aligned with the long term
interests of the Company’s Shareholders.

OTHER MATTERS

Investment Objective

The European Union Packaged Retall and Insurance-based
Investment Products (“PRIIPs”) Regulation introduced the

Key Information Document (“KID") which is a new regulatory
requirement since the start of 2018. The format of the KID is
largely prescribed and it is available on the Company’s website
(www fidelityinvestmenttrusts.com). In order to better align the
Company’s investment objective with the phraseclogy of the KID,
the Board is amending the investment objective of the Company
frorn:

“The investment objective of Fidelity Special Values PLC is
to achieve long term capital growth predominantly through
investment in UK listed companies”

to

“The Company aims to achieve long term capital growth
primarily through investrnent in equities {and their related

financial instruments) of UK companies which the Investiment
Manager believes 1o be undervalued or where the potential has
not been recognised by the market.”

The change to the Company’s investment objective and the minor
consequential changes to the investment policy are not material
changes and are enly being made to make the objective more
consistent with the KID. The change in the investment objective
does not imply any change to the way that the Portlolic Manager
already invests on your behalf and the Board believes that the
change better reflects the Company’s investment process. A
summary of the key aspects of the investment policy can be
found on the At a Glance” page inside the front cover of this
report. The change will be effective from the date of this Annual
Report.

Management Fee

I am pleased to report that, following o review of the
management fees payable to Fidelity, the Board has agreed a
new revised tiered fee structure with eftect from 1 September
2018. The current fee of 0.875% of net assets will be reduced to
a new rate of 0.85% on the first £700 million of net assets, and a
further reduction to 0.75% of net assets in excess of £700 million.
In addition, the fixed annual fee of £600,000 for services other
than portfolio management (to include company secretarial,
fund accounting, taxatien, promotional and corporate advisory
services) will reduce by £500,000 to £100,000 per annum. Based
on net assets as at 31 August 2018, the new tee arrangement
represents an estimated saving of 10% per annum.

There will be no change in the investment process as o result of
the new fee arrangement.

Markets in Financial instruments Directive ("MIFID 117}

With effect from 3 January 2018, the MIFID Il regulation changed
the way that external investment research is paid for. Previously
this research was poid for on a commission basis as part of

the transaction costs and this is no longer allowed. Fidelity

uses external investment research to access specific technical
expertise tor the benefit of the portfolic, and the Board is
pleased to confirm that Fidelity has agreed to cover these costs
under its existing management agreement rather than pass on
the costs to the Company. This represents an estimated ongoing
saving to the Company of between 0.02% and 0.03% per annum
which will be directly reflected in the NAV of the Company.

Discount/Premium and Share Repurchases/Issues

Under the Company’s discount management policy, the Board
seeks to maintain the discount in single digits in normal market
conditions and will repurchase shares to help stabilise the share
price discount.

The level of discount narrowed from 3.2% ot the start of the
reporting year to a premium of 1.5% as at 31 August 2018. This
narrowing of discount and the Company trading at a premium,
gave rise to a share price total return of 14.0% for the year, well
ahead of the NAV total return of 8.7%. Over the year to 31 August
2018, the Company’s shares traded within a range of a 3.6%
premium and a 6.3% discount.
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Chairman’s Statement continued

The Board will approve the issue cf shares from Treasury if the
Company's shares are trading at a sufficient premium to ensure
that the issue of shares is not dilutive. | am plecsed to say that
in the reporting year, there have periods where the Company’s
shares have traded at a sufficient level of premium and
therefore the Company issued 2,050,000 ordinary shares from
Treasury. Since the year end and as al the date of this repert,
the Company has issued a further 725,000 ordinary shares from
Treasury.

The Company did not carry out any share repurchases in the
reporting year and none have been repurchased since then and
as at the date of this report.

The Board continues to menitor the discount/premium closely and
will take action when it feels it will be effective.

Gearing

The Board has agreed wilh the Portfolio Manager that if he

is able to find attractive opportunities in the market, then the
Company's gearing should be allowed to rise, and stay geared,
as long as the opportunities remain. Combined with Alex's
contrarian and value-focused investment philosophy, and making
good use of the Company’s structural advantages over its
openended counterparts, this should continue to add value for
Shareholders over the long term.

Foliowing o period of weaker pertormance in the market, the
Portfolio Manager has increased the Company’s net gearing
from 0.9% as at last year end to 6.6% as at 31 August 2018. Neti
gearing is defined in the Glossary of Terms on page 75. Note 18
on page 64 shows the Company’s gross and net gearing at the
end of the reporting year.

It is the current intention of the Board that, in normal market
conditions, the Portfolio Manager will maintain net gearing in the
range of 0% to 20%. The maximum leve! of gross gearing is 40%.

Dividend

The Board's policy is to pay dividends twice yearly in order

to smooth the dividend payment for the reporting year. The
Company’s revenue return for the year to 31 August 2018 was
5.70 pence per share. An interim dividend ol 1.85 pence per
share (2017: 1.80 pence) was paid on 19 June 2018 and the
Board recommends a final dividend of 3.15 pence per share for
the year ended 31 August 2018 (2018: 2.80 pence) for approval
by Shareholders at the AGM on 12 December 2018, The interim
and final dividends (iotal of 5.00 pence) represent a total
increase of 8.7% over the 4.60 pence paid for the year ended
31 August 2017. The final dividend will be payakle on 16 January
2019 to Shareholders on the register at close of business on

7 December 2018 (ex-dividend date 6 December 2018).

Shareholders may cheose to reinvest their dividends for
additional shares in the Company. Details of the Dividend
Reinvestiment Plan are set out on page 70.

Board of Directors

Nicky McCabe retired from Fidelity International at the end of
December 2017 and remains on the Board as a Non-Executive
Director. She will remain nen-independent due to her past
employment with the Manager and also because of her tenure
on the Board. However, the Board was keen o retain her vast
knowledge of the Company and the Tnvestment trust industry.
Along with all of the other Directors, Nicky will be subject

te annual re-election at the forthcoming AGM. Biographical
detalls for all the Directors can be found on page 26 to assist
Shareholders when considering their votes. The Board, between
them, have o wide range of appropriate skills and experience to
form a balonced Board for the Company.

Annval General Meeting

The AGM of the Company will be held at 11.30 am on
Wednesday 12 December 2018 at Fidelity's offices at 26 Cannon
Street, London EC4M 5TA (nearest tube stations are St. Paul’s or
Mansion House), Full details of the meeting are given on poges
47 to 69.

It is the most important meeting that we, the Directors of your
Company, have with our Shareholders each year. Alex Wright,
the Portfolic Manager, will be making a presentation to
Shareholders, highlighting the achievements and challenges of
the year past and the prospects tor the year to come. He will be
very happy to answer any questicns that Shareholders may have.
We hope as many of you as possible are able to come and join
us for this occasion.

-

Andy Irvine
Chairman
31 Qclober 2018
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Porttolio Manager’s Review

Alex Wright was appointed
as Portfolio Manager of
Fidelity Special Values PLC on
1 September 20712. He joined
Fidelity in 2001 as a research
analyst and covered a number
of sectors across the market
cap spectrum both in the UK
as well as developed and
emerging Europe. He is also
Portfolio Manager of Fidelity
Special Situations Fund and
the co-Manager of Fidelity UK
Smaller Companies Fund.

How has the Company performed over
the year under review?

The Company’s share price return of 14.0% and the NAV return
of 8.7% (both on a total return basis) for the year were well
above the FTSE All-Share Index (Benchmark) which returned 4.7%.
A mixture of good stock selection and avoiding some of the
market's weaker sectors allowed us to deliver another year of
performance ahead of the wider market.

Question

And what about the market environment
more broadly?

The UK stock market performed strongly, particularly in the second
half of the review pericd, supported by a weak sterling, which buoyed
shares of companies that generate sales in foreign currencies.
However, we have seen headwinds in the form of escalating global
trade friction, while there remains considerable uncertainty around
the UK’s negotiations to exit the European Union (EU).

How has Brexit impacted the UK markets
and the Company?

The uncertainty surrounding Brexit continues. A recurring question
| have been asked recently has been whether | am finding
opportunities among apparently unloved UK small and medium
sized companies, particularly post Brexit. This reflects a strong
consensus belief, reinforced by fund manager surveys and

press coverage, that UK small and medium sized companies
are deeply cut of favour and underowned compared to their
larger and more international cousins in the FTSE 100. Looking
at performance and valuation data since Brexit (June 2016), we
see a different perspective on this one-sided narrative. In reality,
small and medium sized companies have outperformed the FTSE
100 since June 2016, continuing the trend of previous years.

Although all of the market has de-rated, the FTSE 100 is now
much cheaper on forward earnings estimates than the mere
domestic FTSE 250 and | have incrementally been finding more
interesting new ideas in large sized companies.

Question

What were the drivers of performance?

Answer

We benefited from halding Ladbrokes, which was acquired by
GVC Heldings. Ladbrokes is o stock | have used as an example
of o deeply unloved UK domestic consumer stock which the
market fundementally misunderstoed but where due diligence
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Portfolio Manager’s Review continued

and scenario analysis by our analyst uncovered significant value
and limited downside. This value was ultimately recognised by a
corporate buyer. We also received a bid for Shire, from Japanese
aroup Takedg, following a protracted period of underperformance
for the pharmaceutical company. Our position in Royal Dutch

Shell performed well over the period, which benefited from rising
cil prices as well as improved cash generation. The valuation
continues to look cttractive and we remain invested, We have aiso
increased our position in Pearson, which has performed well over
the yecr, but remains deeply unloved, despite what we see as an
exciting future for the company.

We suffered negative contribution from owning BT and Leonardo.
We have now sold oul of both companies.

And what about your exposure to
financials?

Financials account for abeut 39% of the portfolio (compared to
26% in the Index), spread across banks, financial services and
diversified financials. In banks, we hold Citigroup, Lloyds Banking
Group, Bank of Ireland Group and RBS Group. These stocks are
trading on cheap valuations. There has been a strong pick-up

in their earnings and banks have been steadily rebuilding their
balance sheets following the financial crash of 2008. However,
this is net fully reflected in their share prices. | alse hold positions
in insurers such as Phoenix Group Holdings and Aviva which are
more defensive businesses than banks but alsc trade ot very
attractive valuations.

Do you tend {o focus more on stock-specific
changes or those in whole industries?

It depends. Whereas our paositions in the oil and banking sectors
rest on ¢ combination of stock-specitic changes and industry
change, cur positions in detensive sectors are more stock-specific.
We remain underweight in consumer goods, although following
the dramatic sell off in tobacco in the market, the Company
bought a 1% position in Imperial Brands, which currently trades
on a 7% dividend vield {comfortably covered by free cash flow).
This is unlikely tc become o large position for the Company

given the negative structural trends in tobacco and high levels of
leverage. However, weak sentiment and a fow valuation, suggests
an atfractive risk/reward for the stock today. The Company has
also bought a new position in Irish brewer C&C Group following
their acquisition of distributor Matthew Clark, which | believe
transforms their previously struggling UK business. These are
examples of more slock specific change stories.

Have there been any major changes to
your strategy?

No. My process continues to target unloved stocks which are
undergoing posilive change that hos nol yet been recognised by
the market. Given the sheer number of small and medium sized
companies, and lower tevels of scrutiny among other investors,

| expect the portfolio will always have a significant weighting to
small and medium sized companies. However, at the moment,
weightings are likely to be influenced by relative valuations
between different size cotegories, as well as the outlook for
different industries and companies.

Qucstion

What is your outlook for the next twelve
months?

In the 6 years | have been managing the Company’s peortiolio,
the UK market has delivered returns of almost 10% per year on
an annualised basis. This is well above very long term historical
averages, and it would probably not be wise to expect such
unusually high returns to continue indefinitely.

However, | am feeling increasingly posilive on the performance
outlook for the UK market - particularly relative to other markets.
The reasons | am positive chiefly relate t© how negative everybody
else seems to be. Most investors | meet are underweight in UK
stocks, and many global investors aveid holding UK stocks at

all if they can help it. The Brexit narrative has meant UK assets
have become deeply unloved, and therefore interesting from a
contrarian peint of view. One thing | have learnt from investing in
unloved companies is that you shouldn't necessarily wait for the
good news to become obvious before invesling. By investing when
all the bad news is ‘in the price’ and no good news is expected
at all, then you put the adds in your favour. | believe that whatever
the outcome of the negotiations with the EU, any improvement in
clarity could result in a period of stronger performance for the UK
market. Investors will use any sort of agreement as a catalyst to
revisit the UK market, and find that it contains many good quality
undervalued companies, particularly compared 1o olher developed
markets, such as the US, where valuations are much higher.

That said, | still believe that a selective approach remains
impertant. Not all stocks are egually attractive, and although
many domestic businesses are being unfairly ignored, cthers

are structurally compromised, tinancially unsound and therefore
best avoided. Attractive valuations are now to be found in mere
defensive and large-cap parls of the market, although the
financials sector remains a fertile source of ideas for my investment
process. As ever, | remain focused on building a portfolio of
unloved stocks with potential for posilive change. There is certainly
a plentiful supply of unleved companies in the UK market today,
and my lask is to identify those with the strongest margin of safety
and the best chances of positive change.

Alex Wright

Portfolic Manager

31 October 2018
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Top 10 Holdings
as at 31 August 2018
(based on Gross Asset Exposure expressed as a percentage of Shareholders’ Funds)

Industry Financials

Citigroup

: Industry Oil & Gas

Royal Dutch Shell

Industry Financials

Lloyds Banking Group

Gross Asset Exposure

5.4%

Gross Asset Exposure

Gross Asset Exposure

A global bank focused on North and
South Americe, with a strong balance
sheet that allows profits to be returned
to shareholders as share buybacks.
Citigroup stands out globally as a very
attractively valued stock in @ strong
end-market, with opportunities to cut
costs and grow market share.

Royal Dutch Shell is a global energy
company. It has dramatically reduced
capex and improved its cost discipline,
which has allowed free cash flow
generation to improve significantly.
The company’s 5.5% dividend yield is
covered by free cash flow even if ol
prices drop well below current levels,
giving us confidence that the shares
have a margin of safety. if prices
remain around current levels, Royal
Dutch Shell’s valuation could rise as
investors anticipate returns of capital.

Lloyds Banking Greup is a high quality
retail bank in an attractive UK banking
market. It has a strong capital pesition
and a significantly de-risked loan book.
Lloyds has transtormed its business over
the past decade, and with PPl claims
coming to an end in 2019, it will be in
a position to begin returning significant
amounts of cash 1o shareholders
through dividends or buybacks of the
firm’s undervalved stock.

Industry Industrials

CRH

Industry Health Care

Shire

Gross Asset Exposure

Gross Asset Exposure

(RH is a global leader in building
materials, with strong local market
positions across a number of different
categories. Following a series of
judicious acquisitions, the company
now has a plan to increase margins by
3% by 2021. Margins in the company’s
European business remain well below
previous peaks, suggesting there is
room for them to grow further.

Shire is a global pharmaceutical
company with @ speciality in rare
diseases. Following a period of
underperformance, the company
received o bid from Japanese
pharmaceutical group Takeda. The
current share price reflects a discount
to the agreed lake-cut price, which we

would expect to narrow
nears completion.

as the deal
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TOp 10 HO|diﬂgS continued

Industry Oil & Gas

BP

Industry Consumer Services

Pearson

Industry Financials

Phoenix Group Holdings

Gross Asset Exposure

Gross Asset Exposure

Gross Asset Exposure 3.4%

BP is the 7th largest oil and gas
company in the world. With the
uncertainty relating to the Macondo
disasler and the company’s Russian
exposure now firmly under control,
investors can now view BP as a
detfensive cost-leader in integrated oll,
with a large portion of free cash flow
net linked to ofl prices. A dividend
yleld of over 5.5%, which is covered at
much lewer oil prices, should provide
shareholders with a good margin of
safety.

Pearson remains one of the most
unleved companies in the UK, despite
what we see as an exciting fulure for
the education services company. The
company is gradually transitioning away
from Hs physical textbook business
towards dighal services, which will
significantly improve the quality of the
overall business. With a strengthening
balance sheet and a countercyclical
underlying business, Pearsen should
prove resilient if economic conditions
detericrate.

Aviva

Industry Financicls

Industry Financials

John Laing Group

Phoenix Group Heldings is a
consolidator of closed life insurance
books. They recently bought a

large book from Standard Life, and
management have demonstrated their
ability to Integrate large businesses and
extract cashflows which can be used
te fund dividend payments or further
deals. The comparny is well financed
and could be in a position to grow its
dividend, making the current 7% yield
look very attractive.

Gross Asset Exposure

3.0% Gross Asset Exposure 2.8%

UK Life insurer Aviva is now
well-capitalised and highly cash
generative. It has o dividend yield
of over 6% which can grow as the
company executes on self-help and
cost monagement programmes. The
company’s low risk asset base and
defensive end-markets should give it
scme downside protection if markets
enter a more difficult phase.

John Laing creates, owns and manages
infrastructure assets. The company
trades at a discount to NAV despite
profitably developing new assets. This
anomaly was highlighted recently when
the company received g bid for one of
the funds it manages at ¢ premium to
NAY. The company is well positioned in
the US, which is beginning to open up
to the Public-Private Partnership (PPP)
model of funding.




0%

Annual Report 2018 | Fidelity Special Values PLC

Strategic Report

The Directors have pleasure in presenting the Strategic Report
of the Company. The Chairman’s Statement and the Portfolio
Manager’s Review on pages 2 to 6 form part of the Strategic
Report.

Business and Status

The Company carries on business as an invesiment company
and has been accepted as an approved investment trust by
HM Revenue & Customs under Sections 1158 and 1159 of the
Corporation Tax Act 2010, subject to the Company continuing to
meel eligibility conditions. The Directors are of the opinion that
the Company has conducted its affairs in @ manner which will
satisly the condilions for continued approval.

The Company is registered as an investment company under
Section 833 of the Companies Act 2006 and its ordinary shares
are {isted and traded on the London Stock Exchange. it is not a
clogse compeany and has no employees.

Obijective
The Company’s abjective is tc achieve long term capital growth
predominantly through investment in UK listed companies.

Strategy

In order to achieve this objective, the Company operates as an
investment company and has an actively maonaged portfolio of
special situation investments, consisting primarily of UK listed
companies, As an investment company, it is able to gear the
portfolio and the Board takes the view that long term returns for
Shareholders can be enhanced by using gearing in a carefully
considered and monitored way.

As part of the strategy, the Board has delegalted the
management of the portfolio and certain other services.

The Portfolio Manager aims to achieve a total return on

the Company’s assets over the longer term in excess of the
equivalent return on the FTSE All-Share Index, the Company’s
Benchmark Index. The stock selection approach adopted by the
Portfolio Manager is considered to be well suited to achieving
this objective.

The Company’s objective, strategy and principal activity have

remained unchanged throughout the year ended 31 August 2018

As mentioned in the Choirman's Statement on page 3, the
Company’s investment objective is being changed to bring
it more in line with the phraseclogy of the Company's Key
Information Document.

Investment Management Philosophy, Style and Focus
Fidelity's distinctive investment approach is “bettom up” stock
picking - investing in companias on the basis of their underlying
strengths, facilitated by extensive research capabilities. Fidelity's
analysts evaluate companies, meet thelr management and
workforce and interpret the effects of international and local
events. This first hand research is fundamental to Fidelity’s ability
to seek the success slories of the future. The Portfolio Manager
works ciosely with the Fidelity analyst team and also has access
to a wide range of research produced by third parties.

Investment Policy

The Company seeks to meet its investment objective through
investment in a diversitied portfolio of securities and instruments
issued by or related to predeminantly UK listed companies.

The Company will have a blend of investments in larger, medium
and smaller-sized companies and be guided by a contrarian
philosophy.

The Portfolio Manager has a contrarian style which focuses on
significant valuaticn anomalles In stecks which are out of favour
with other investors, yet show potential for change. The Portiolic
Manager believes these opportunities exist across the market
capitolisation spectrum, and the investment opproach Is flexible,
with positions in large, medium anrd smaller sized companies.
The proportions in each size categary may vary over time, as
investment opportunities are selected on a bottom up basis.

Investments typically have the following characteristics:

+  Unrecognised potential for positive change: The Portfolio
Manager wants to see evidence of the company embarking
upon a pericd of positive change. Once this change begins
to be recognised by the market, there is potential for
substantial upside.

*  Llimited downside risk: The Portfclic Manager invests in
companies where market expectations are low. They will
have some asset or characteristic that should prevent
significant falls in the share price.

The Benchmark of the Company against which performance is
measured is the FTSE All-Share Index.

The Company may invest directly in the shares of companies or
indirectly through eguity-related instruments (such as derivative
contracts, warrants or convertible bonds) and in debt instruments.
The Company may alsc invest in unquoted securities, subject 1o
the investment restrictions set out on page 10.

Derivatives

The Company may utilise derivative instruments, including index-
linked notes, CFDs, covered options and other equity-reloted
derivative instruments as a teol to meet the investment objectives
of the Company,

Derivatives usage will focus on, but not be limited to the following
investment strategies:

*  As an alternative form of gearing to bank loans or bonds.
The Company will purchase long CFDs that achieve an
equivalent effect to bank gearing but normally at lower
financing costs.

+ To hedge equity market risks where the Portfolio Manager
considers that suitable protection can be purchased to limit
the downside of a falling market at a reasonable cost; and

¢ By taking short exposures on stocks that the Portfelio
Manager considers lo be overvalued.
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Strategic Report continued

The Company wil! not undertake any naked shorts,

Gearing

The Company may use gearing to enhance long term capiial
growth. The maximum level of gross gearing (defined in

the Glessary of Terms on page 75) is 140%. Within this limit
the Portfolio Manager has the discretion to use a range of
instruments for gearing, such as debt and CFDs, depending
on the relative cost and availakility of those instruments. It

is the current intention of the Board that, in normal market
circumstances, the Peortfolic Manager will maintain net gearing
{defined in the Glossary of Terms on page 75) in the range of
100% to 120%. The level of gearing is considered by the Board at
each of ifs meetings,

Currency

The Company does not carry out currency speculation. However,
as a sterling based fund, investments can be made in stocks

in overseas currencies and the Portfolio Manager can reduce
currency exposure through the use of CFDs.

Investment Restrictions
The Company will invest and manage its assets with an objective
of spreading risk through the following investment restrictions:

*  No single investment (excluding cash and cash equivalents),
nor the aggregate investment in any ene company, shall
represent more than 10% of the Company’s portfolic,
measured as ¢t the time of investment;

* No maere than 20% of the portfolio will be invested in
companies listed on overseas exchanges;

+  The Company will not invest more than 5% of its gross assels
in unquoted securities; and

+  The Company will not invest more than 15% of its gross
assets at the time of investment in listed investment
companies (including listed investment trusts), inciuding no
more than 10% at the time of investment, of its gross assets
in funds that do not have stated policies to invest no mere
than 15% of their gross assets in other listed closed-ended
investment funds.

Dividend Policy

The portfolio is managed actively in pursuit of capital growth.
Hence, in any one year the dividend income received from
investments will vary according to which stocks are owned during
the reporting period and so will the dividend paid. In order to
continue to qualify as an investment company, the Company

is required by Secticn 1159 of the Corporation Tax Act 2010 to
distribute sufficient net income so that it retains ne more than 15%
ot its net income in any reporting year.

Performance, Results and Dividends

The Company's performance for the year ended 31 August 2018,
including a summary of the year's activities and indications of
trends and factors that may impact the future performance of

the Company are included in the Chairman’s Statement and the
Portfolio Manager’s Review on pages 2 to 6. The Portfolio Listing,
the Distribution of the Portfolio, the Ten Year Record, the Summary

of Performance Charts and the Attribution Analysis are set out on
pages 14 to 25. The Board recognises that investing in equities
is a long term process and that the Company’s returns will vary
from year to year.

The Company’s resuils for the year ended 31 August 2018 are set
out in the Income Statement on page 45. The revenue return was
5.70 pence and the capital return was 16.29 pence, giving a total
return of 21.99 pence per ordinary share,

The Directors recommend that a final dividend of 3.15 pence per
ordinary share be paid on 16 January 2019 to Sharehelders who
appear on the register as at the close of business on 7 December
2018 (exdividend date é December 2018). This is in addition to
the interim dividend of 1.85 pence paid on 19 June 2018.

Key Performance Indicators

The key performance indicators ("KPIs”) used to determine the
performance of the Company and which are comparable to
those reported by other investment companies are set out below.

Shareholder Total Returns

Share price total return for the Tyear 3years 5years

year ended 31 August (%) (%) (%)
Fidelity Special Values PLC' +14.0 +47.7 +81.3

Low risk investment? +0.6 +1.5 +2.6

Benchmark Index® +4.7 +33.7 +44.1

Peer group* +10.3 +31.1 +63.3

NAV Total Returns

Net assel value total return for 1year 3years 5years

the year ended 31 August (%) (%) (%t}
Fidelity Special Values PLC? +8.7 +42.3 +49.0

Benchmark Index? +4.7 +33.7 +44.1

Peer group! +8.7 +33.1 +60.6

Premium/(Discount)

Premium/(Discount) as at 2018 2015 2013

31 August %) {%) (%)
Fidelity Special Values PLC 15 (2.0 (5.0)
Peer group* (7.9 {5.9) (7.4)
Ongeing charges

Cngoing charges for the year 2018 2015 2013

ended 31 August® (%) (%) (%)
Fidelity Special Values PLC 1.04 1.10 1.21

Tetal returns include reinvested income
UK Interbank 3 month bid rate (banks or building societies),
FTSE All-Share Index.
AIC UK All Companies sector
Delined 1n the Glossary of Terms on page 76
ources: Fidelity and Datastream.

[N L SIS
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In addition to the KPls set out above, the Board alse monitors The risks identified are placed cn the Company's risk matrix and

the factors contributing to investment results, as set out in the graded approprictely. This process, fogether with the policies and

Atiribution Analysis on pege 25. Long term performance is procedures for the mitigation of risks, is updated and reviewed

alse monitored and the Ten Year Record and Summary of regularly in the form of comprehensive reports considered by the

Performance Charts showing this information are on pages 22 Audit Committee. The Board determines the nature and extent

o 24 of any risks it is wifling to take in order 1o achieve its strategic
cbjectives.

Principal Risks and Uncertainties and Risk Management

As required by provision C.2.1 of the 2014 UK Corperate The Manager also has responsibility for risk management for the

Governance Code, the Board has a robust ongoing process Company. It works with the Board to identify and manage the

for identifying, evaluating and managing the principal risks principal risks and uncertainties and to ensure that the Beard can

and unceriainties faced by the Company. The Board, with the continue to meet its UK corporate governance cbligations.

assistance of the Alternative Investment Fund Manager (FiL

Investment Services (UK) Limited/the "Manager”), has developed  The Board considers the following as the principal risks and

a risk matrix which, as part of the risk management and internal uncertainties faced by the Company. There have been no changes
controls process, identifies the key risks that the Company faces. to these since the pricr year.

EXTERNAL RISKS

Principal Risks Description and Risk Mitigation

Market Risk The Company’s assets consist mainly of listed securities and the principal risks are therefore
market related such as market downturn, interest rate movements and deflation/inflation.

Risks to which the Company is exposed 1o in the market risk category are included in Note 17 to
the Financial Staterments on pages 58 to 63 together with summaries of the policies for managing
these risks.

Share Price Risk Share prices are volatite and volatility is @ risk for the shert term Shareholder likely 1o want to
sell in the near fulure. The Board does not believe that volatility would be o significant risk for
the long term Shareholder.

Discount Control Risk The price of the Company’s shares and its discount to NAV are factors which are not within the
Company’s total control. However, the Board can influence this through its share repurchase
policy and through creating demand for shares threugh good performance and an aclive
invester relations program.

The Company's share price, NAY and discount volatility are monitored daily by the Manager
and considered by the Board regularly.

Regu|qto|—y Risk The Company may be impacted by changes in legislation, taxation cr regulation. These are
monitored at each Board meeting and managed through active lobbying by the Manager.

Cybercrime Risk The risk posed by cybercrime is significant and the Board receives regular updates from the
Manager in respect of the type and possible scale of cyberattacks. The Manager’s technology
team has developed a number of initiatives and contrels in crder to previde enhanced
mitigating protection to this ever increasing threot.

INTERNAL RISKS

Principal Risks Description and Risk Mitigation

Investment The Board relies on the Portfolio Manager’s skills and judgement to make investment decisions
Management Risk based on research and analysis of individual stocks and sectors, The Board reviews the

performance of the asset value of the portfolic against the Company’s Benchmark Index and its
competitors and also considers the outlock for the market with the Pertfolic Manager al each
Board meeting. The emphasis is on long term investment performance as there is a risk for the
Company of volatility of performance in the shorter term.
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St roteg ic Re PO rt continued

Principal Risks

Description and Risk Mitigation

Operational Risks -
Service Providers

The Company refies on o number of third party service providers, principally the Manager,
Registrar, Custodian and Depositary. It is dependent on the effective operation of the

Manager’s control systems and those of its service providers with regard to the security of the
Company's assets, deoling procedures, accounting records and the maintenance of regulatory
and legal requirements. They are cll subject to a risk-based program of internal cudits by

the Manager. In addition, service providers” own internal control reports are received by the
Board on an annual basis and any cencerns investigated. Risks associated with these services
are generally rated as low, although the financial consequences could be serious, including
reputational damage to the Company.

Continuation Vote

A continuation vote takes place every three years. There is a risk
that Shareholders do not vote in favour of continuation during
periods when perfermance of the Company’s NAY and share
price is poor. At the AGM held on 13 December 2016, 99.97% of
Shareholders voted in favour of the continuation of the Company.
The next continuation vote will take place at the AGM in 2015

Viability Statement

In accordance with provision C.2.2 of the 2016 UK Corporate
Governance Code, the Directors have assessed the prospects

of the Company over a longer period than the twelve month
period required by the “Going Concern” basis. The Company

is an investment trust with the objective of achieving long term
capital growth. The Board censiders long term to be at least five
years and accordingly, the Directors believe that five years is

an appropriate investment horizon to assess the viability of the
Company, although the life of the Company is not intended to be
limited to this ar any other period.

In making an assessment on the viability of the Company, the
Board has censidered the following:

¢ The ongeing relevance of the investment objective in
prevailing market conditions;

= The principal risks and uncertainties facing the Company,
as set out above, and their potential impact;

*  The future demand for the Company’s shares;

+« The Compcny’s share price relative to the NAY;

+  The liguidity of the Company’s portiolic;

*  The level of income generated by the Company; and
v Future income and expenditure forecasts.

The Company’s performance has been strong over the five year
reporting pericd to 31 August 2018, with a NAV total return

of 69.0%, a share price total return of 81.3% and a Benchmark
Index return of 44.1%. The Board regularly reviews the investment
policy and considers whether it remains appropriate. The Board
has concluded that there is a reasonable expectation that the
Company will be able to continue in operation and meet its
liabilities as they fall due over the next five years based on the
following considerations:

*  The Manager's compliance with the Company’s investiment
objective, its investment strategy and asset allocation;

*  The portfolio comprises sufficient readily reclisable
securities which can be scld to meet funding reguirements if
necessary;

¢ The Boord's discount management policy; and

= The ongoing processes for monitoring operating costs
and income which are considered lo be reasonable in
comparisen to the Company’s total assets.

In addition, the Directeors’ assessment of the Company’s ability
to operate in the foreseeable future is included in the Going
Concern Statement in the Directors’ Report on page 27. The
Company is also subject to a continuation vote at the AGM

in 2019 and the Board expect that the vote, when due, will

be approved.

Board Diversity

The Board carries out any candidate search against a set of
objective criteria on the basis of merit, with due regard for

the benefits of diversity on the Board, including gender. As at

31 August 2018, there were two female and three male Directors
on the Board.

Employee, Social, Community and Human Rights Issues

The Company has no employees, all of its Directors are non-
executive and its day-to-day activities are carried out by third
parties. There are therefore no disclosures to make in respect of
employees.

The Fidelity group of companies {including the Manager,

Fil Investment Services {UK) Limited and FIL Investments
International) encourages Environmental, Social and Governance
("ESG™ factors In its investiment decision making process. It has
been a signatory to the United Nalions Principles for Responsible
Investment (UNPRI) since 2012 and submits an annual report
detailing how it incorporates ESG into its investment analysis.

The Company has not adopted a policy on human rights as it
has no employees and its operational processes are delegated.
As an investment company, the Company does not provide
goods and services in the normal course of business and has ne
customers. Accordingly, the Board considers that the Company is
not within the scope of the Modern Slavery Act 2015.
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The Company’s financial reports are printed by @ company which
has won awards for its environmental awareness and further
details of this may be tound on the back cover of this report.

Greenhouse Gas Emissions

The Company has no premises, consumes ne electricity, gas

or diesel fuel and consequently does not have a measureable
carbon footprint. FIL Investment Services (UK) Limited and

FIL Investments International are registered with the Carbon
Reduction Commitment Energy Efficiency Scheme administered by
the Environment Agency.

Socially Responsible Investment

The Manager’s primary objective is to produce superior financial
returns for the Company’s Sharehclders. It believes that high
standards of corporate social responsibility ("CSR") make good
business sense and have the potential to protect and enhance
investment returns. Consequently, its investiment process takes
social, envircnmental and ethical issues inlo account when, in
the Manager’s view, these have a material impact on either
investment risk or return,

Corporate Engagement

The Board believes that the Company should, where appropriate,
take an active interest in the affairs of the companies in which

it Invests and that it should exercise its voting rights at their
general meetings. It delegates the responsibility for corporate
engagement and Sharehclder voting to the Manager who
updates the Board on issues and activities, These activities are
reviewed regularly by the Manager's corporate governance
team. Further details of the Manager’s policy on corporate
engagement can be found at www.fidelity.co.uk.

Future Developments

Some trends likely to affect the Company in the future are also
comman to many investment companies together with the Impact
of regulatory change. The factors likely to affect the Company’s
fulure development, performance and positions are set out in the
Chairman’s Statement and the Portfolic Manager's Review on
pages 2 to &. .

FIL Investments International

Secretary
31 QOclober 2018
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Portfolio Listing

as at 31 August 2018

The Gross Asset Exposures shown below and on pages 15 fo 19 measure exposure 1o market price movements as a result of owning
shares and derivative instruments, The Balonce Sheet Vaolue is the actual value of the portfolio. Where a contract for difference (“CFD™)
is held, the Balance Sheet Value reflects the profit or loss on the contract since it was opened and is based on how much the share
price of the underlying share has moved.

Balance

Leng Exposures - shares unless otherwise stated Gross Asset Exposure Sheet Value

£'000 %! £'000
Citigroup 39428 54 36428
Banks
Royal Dutch Shell {(shares and long CFD) 35,710 49 18,538
Qil & Gas Producers
Lloyds Banking Group 32,790 45 32,790
Banks
CRH (long CFD) 32,033 44 2,332
Construction & Materials
Shire 30,631 41 30,031
Pharmaceuticals & Biotechnology
BP 27,920 39 27,920
Oil & Gas Producers
Pecarson 27,854 39 27,854
Media
Phoenix Group Holdings 24,670 3.4 24,670
Life Insurance
Aviva {long CFD) 21,698 34 (327)
Life Insurance
John Laing Group 20,454 28 20,454
Financial Services
Bunzl 20,068 28 20,068
Support Services
Ultra Electronics Holdings 17,465 2.4 17,465
Aerospace & Defense
Bank of Ireland Group (long CFD) 16,806 23 (1,558)
Banks
Meggitt 16,754 23 16,754
Aerospace & Defense
Tesco 15,257 2.1 15,257
Food & Drug Retailers
International Personal Finance (shares and fixed interest bond) 15,003 2.1 15,003
Financial Services
Alphabet 14,937 21 14,937
Sottware & Computer Services
Serco Group 14,568 20 14,568
Support Services
Cairn Homes 14,289 2.0 14,289

Household Goods & Home Construction
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Balance

Long Exposures - shares unless otherwise stated Gross Asset Exposure Sheet Value

£'000 %' £'000
GVC Holdings {shares and option) (see Note 17 on page 63 for details of the option) 14,135 1.9 14,135
Travel & Leisure
CLS Holdings 14,039 1.9 14,039
Real Estate Investment & Services
AIB Group 14,003 1.9 14,003
Banks
RBS Group 13,781 1.9 13,781
Banks
FBD Holdings 12,299 1.7 12,299
Non-life insurance
Sherborne Investors Guernsey 10,466 1.5 10,466
Financial Services
C&C Group 9,715 1.3 9715
Beverages
Hewlett Packard Enterprise 9,477 1.3 9477
Software & Compuler Services
Discover Financial Services 9,474 1.3 9,474
Financial Services
pCC 9,347 1.3 3,347
Support Services
Senior 9,158 1.3 3,158
Aerospace & Defense
St Ives 2,087 1.3 5,087
Support Services
SIG 5,084 1.3 %084
Support Services
Glenveagh Properties 8,602 1.2 8,602
Household Goods & Home Construction
Central Asia Metals (long CFD) 8,293 1.1 (1,492)
Mining
Vitec Group 8,138 1.1 8,138
Industrial Engineering
Synthomer 7873 1.1 7873
Chemicals
Royal Mail 7,756 1.1 7,756
Industrial Transportation
Sanofi (long CFD) 7574 1.0 406
Pharmaceuticals & Biotechnology
Roche Holdings 7,562 1.0 7562
Pharmaceuticals & Biotechnology
Photo-Me International 7,480 1.0 7,480

Leisure Goods
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Portfolio Listing continued

Balance

Long Exposures - shares unless otherwise stated Gross Asset Exposure Sheet Value

£'000 %' £000
H&T Group 7,269 1.0 7,269
Financial Services
Imperial Brands 7,243 1.0 7,243
Tobacco
Speedy Hire 7,083 1.0 7083
Support Services
Engie (long CFD) 6,844 0.9 (526)
Electricity
TT Electronics 6,551 0.¢ 6,551
Electronic & Electrical Equipment
Chemring Group 6,244 0.9 6,244
Aerospace & Defense
Summit Germany 6,047 0.8 46,047
Real Estate Investment & Services
Millennium & Copthorne Hotels 6,040 0.8 6,040
Travel & Leisure
Essentra 6,024 0.8 6,024
Support Services
IFG Group (shares and long CFD) 5,832 0.8 2,997
Financial Services
U & | Group 5,353 0.7 5,353
Real Estate Investment & Services
PayPoint 5326 0.7 5,326
Support Services
Balfour Beatty 5170 0.7 5,170
Construction & Materials
Taiheiyo Cement {long CFD) 5,063 0.7 (834)
Construction & Materials
Eddie Stobart Logistics 4,865 0.7 4,865
Industrial Transportation
Johnson Matthey 4,856 0.7 4,856
Chemicals
Electra Private Equity 4,714 0.7 4,714
Equity Investment Instruments
Sports Direct International (shares and long CFD) 4,429 0.6 2,424
General Retaiters
Cohort 4,067 0.6 4,067
Aerospace & Defense
Hargreaves Services 3,937 0.5 3,937
Industrial Transportation
Cello Group 3,793 0.5 3,793

Media
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Balance

Long Exposures - shares unless otherwise stated Gross Asset Exposure Sheet Value

£'000 %! £'000
Nevsun Resources 3,771 05 3,771
Mining
Micro Focus International 3,757 05 3,757
Software & Computer Services
Findel 3,708 05 3,708
General Retailers
Beghies Traynor Group 3,654 0.5 3,654
General Retailers
Finsbury Food Group 3,558 0.5 3,558
Food Producers
Morgan Advanced Materials 3,507 0.5 3,507
Electronic & Electrical Equipment
Semafoe 3,213 0.5 3,213
Mining
Mothercare 2,895 0.4 2,895
General Retailers
Huntsworth 2,659 0.4 2,659
Media
Charles Taylor 2,595 0.4 2,595
Support Services
Norcros 2,450 0.3 2,450
Construction & Materials
McColis Retail Group 2,343 0.3 2,343
Food & Drug Retailers
Bumitama Agri (long CFD) 2,222 0.3 (4)
Food Producers
Zegona Communications 2,160 0.3 2,160
Financial Services
Acacia Mining 2,138 0.3 2,138
Mining
Sylvania Platinum 2,126 0.3 2,126
Mining
Tharisa 2,078 0.3 2,078
Mining
Kosmos Energy 1,971 03 1,971
Ol & Gas Producers
Wentworth Resource 1,912 0.3 1,912
Oil & Gos Producers
Amerisur Resources 1,895 0.3 1,895
Qil & Gus Producers
Renold 1,595 0.2 1,595

Industrial Enginesring
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Portfolio Listing continued

Balance

Long Exposures - shares unless otherwise stated Gross Asset Exposure Sheet Value

£'000 %"’ £'000
RHI Magnesita 1,460 0.2 1,460
!ndustrial Engineering
Mandalay Resources 1,406 0.z 1,406
Mining
SOCO International 1,210 0.2 1,210
Oil & Gas Producers
CPL Resources (long CFD) 1,208 0.2 23
Support Services
Marwyn Value Investors 1,172 0.2 1,172
Equity Investment Instruments
Connect Group 1,075 0.1 1,075
Support Services
Oxford Instruments Group 744 g1 744
Electronic & Electrical Equipment
Asscciated British Foods 686 0.1 686
Food Producers
LXB Retail Properties 673 0.1 673
Real Estate Investment Trusts
AXA Property Trust 501 0.1 501
Real Estate Investment Trusts
Carpetright 403 0.1 403
General Retailers
TVC Holdings 284 0.0 284
Financial Services
Vectura Group 237 0.0 237
Pharmaceuticals & Biotechnology
Stanley Gibbons Group 208 0.0 208

Software & Computer Services

Total long exposures before hedges (96 holdings) 829,302 114.4 703,569
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Balance

Long Exposures - shares unless otherwise stated Gross Asset Exposure Sheet Value

£'000 %' £'000
Less: hedging exposure
FTSE 250 Index Future September 2018 (42,869) (5.9) 1,058
Total long exposures after the netting of hedges 786,433 108.5 704,627
Add: short exposures
Short CFDs (4 holdings) 14,065 19 (62)
Gross Asset Exposure? 800,498 110.4
Portfolio Fair Value® 704,565
Net current assets (excluding derivative assets and liabilities) 20,405
Shareholders’ Funds 724,970

1 OGross Asset Exposure is expressed as a percentage of Shareholders Funds.

2 Gross Asset Exposure comprises market exposure to investments of £704,997,000 (per Note 10: Investmenis on page 54) plus market exposure to derivative instruments
of £95,501,000 {per Note 11- Derivotive instruments on page 56).

3 Portfolio Fair Yalue comprises lmvestments of £704,997,000 plus derivative assets of £4,93%,000 less derivative liobilites of £5,371,000 (per the Balance Sheet, on
page 46)
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Distribution of the Portfolio
as at 31 August 2018

The table below and on page 21 details the Distribution of the Partfolio based on Gross Asset Exposure which measures the exposure
of the Portfolio to market price movements as a result of owning shares, derivative instruments and fixed interest securities.

2018 207
Shares, derivative instruments and Gross Asset Gross Asset
fixed interest securities UK Overseas Exposure’ Index? Exposure!
% % % % %
Financials
Banks 10.7 54 16.1 10.1 14,5
Financial Services 8.4 1.4 9.8 33 10.2
Life Insurance 6.4 - 6.4 3.8 5.1
Real Estate Investment & Services 35 - 3.5 0.6 3.6
Non-life Insurance 20 - 2.0 12 5.1
Equity Invesiment Instruments 0.8 - 0.8 4.8 15
Real Estate investment Trusts 0.2 - 0.2 19 13
32.0 6.8 38.8 25.7 413
Industrials
Support Services 1.6 0.2 1.8 5.0 1.5
Aerospace & Defence 7.4 - 74 2.0 63
Construction & Materials 55 0.7 6.2 1.7 6.6
Industrial Transportation 2.3 - 23 0.4 19
Electrenic & Electrical Equipment 1.5 - 15 0.5 1.7
Industrial Engineering 1.5 - 15 0.9 0.9
Genera! Industrials - - - 1.1 24
29.8 0.9 30.7 11.6 25
Consumer Services
Media 4.7 - 4.7 3.7 43
Travel & Leisure 28 - 2.8 4.8 40
General Retailers 25 - 25 1.7 3.4
Foed & Drug Retailers 24 - 2.4 1.8 28
12.4 - 12.4 12.0 14.5
Qil & Gas
Oil & Gas Producers Q.7 - Q.7 135 6.2
Qil Equipment, Services & Distribution - - -~ 0.3 0.1
9.7 - 9.7 13.8 6.3
Consumer Goods
Household Goods & Home Construction 3.4 - 3.6 3.1 24
Food Producers 1.4 0.3 1.7 0.7 0.5
Beverages 1.3 - 1.3 3.1 -
Leisure Goods 1.1 - 1.1 0.1 15
Tobacco 1.0 1.0 4.6 -
Personal Goods - - - 24 1.1
Automobiles & Parts - - - - 0.8

8.4 0.3 8.7 14.2 6.3
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2018 2017
Shares, derivative instruments and Gross Asset Gross Asset
fixed inferest securities UK Overseas Exposure’ Index? Exposure’
% % % % %
Health Care
Pharmaceuticals & Biotechnology 4.2 20 6.2 8.4 4.4
Health Care Equipment & Setvices - - - 1.0 0.6
4.2 2.0 6.2 9.4 5.0
Bosic Materials
Mining 2.0 1.2 32 6.0 16
Chemicals 1.8 18 0.8 1.8
Forestry & Paper - - - 0.3 -
Industrial Metals & Mining - - - 01 -
38 1.2 5.0 1.2 34
Technology
Software & Computer Services 0.5 3.4 39 08 37
Technology Hardware & Equipment - - - - 0.z
0.5 3.4 3.9 08 39
Utilities
Gas, Water & Multi-utilities - 0.9 09 2.0 03
Electricity - - - 0.6 ~
- 0.9 0.9 2.6 03
Telecommunications
Fixed Line Telecommunications - - - 0.8 31
Mobile Tefecommunications - - - 19 -
- ~ - 2.7 3.1
Total Gross Asset Exposure before hedges 100.8 15.5 116.3 100.0 115.6
Less: hedging exposures {5.9) - 5.9 {6.5)
Total Gross Asset Exposure after the netting of hedges 4.9 15,5 110.4
Tolat Gross Asset Exposure after the netting of hedges - 2017 20.4 18.7 1081

1 Gross Asset Exposure is expressed os a percentage of Shareholders’ Funds,
2 The FTSE AllShare Index which is the Company’s Benchmark Index.
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Ten Year Record

as at 31 August 2018

As at 371 August 2018 2017 2016 2015 2014 2013 2012 201 2010 2009 2008
Capital

Shareholders’ funds {Sm) 725.0 4735 5783 5373 5192 4785 3386 3125 3338 3345 3193
NAV per share (p)' 271.98 25463 21794 20167 19229 17679 12454 11057 11724 11750 11243
Share price {p}' 276.00 24650 19625 19750 180.20 168.00 10540 9880 106.00 11000 96.30
Premium/(discount) to NAV (%) 1.5 (3.2) (10.0) (2.0) (6.3) (5.0) (154) (10.6) (9.6) (6.4) (14.3)
Revenue

Revenue return per ordinary

share {p)’ 5.70 533 4.15 3.39 3.10 3.40 2.65 2.2¢ 215 1.75 3.432
Dividends per ordinary

share (p)' 5.00 4,60 3.70 3.35 3.30 3.25 2.60 225 2.10 1.80 3.40°
Ongoing charges (costs of

running the Company) (%) 1.04 1.06 1.10 1.10 112 1.21 1.24 1.23 1.23 1.32 1.14
Gearing

Gross gearing (%) 10.4 @1 15.5 23.8 21.0 248 12.6 78 12.6 nfa nfa
Net gearing (%)* 6.6 09 79 2.4 6.4 14.0 (0.9) (2.2 26 n/c n/a
Gearing ratio (bank loans) (%) n/a n/o n/a n/a n/a nfa n/a n/a n/a 5.7 34
Performance Total Returns

NAV (%) +8.7  +19.1 +2.9 +73 #1077  +448 +150 -4.1 +1.3 +2.0 9.8
Share price {%) +14.0  +281 +1.1 +12.4 +2.2  +631 +9.2 5.0 21 +194 -17.6
Benchmark index (%} +4.7 +143 #1117 -2.3 +103  +189  +10.2 +73  +10.6 8.2 8.7

Figures prior 1o 2015 have been restated to reflect the five for one subdivision of ordinary shares which tock place on 29 June 2015
Includes repayment of £2,306,000 VAT on management fees recovered from HM Revenue & Customs.

1

z

3 Gross gearing is the lotal of: long exposures, plys short exposures and less exposures hedging the portiotio, expressed as a percenlage of Shareholders’ funds.
4 Met gearing is the total of: long exposures, Isss short exposures and less exposures hedging the portfolio, expressed as a percentage of Shareholders funds.

Sources: Fidelity and Datastraaom,

Past performance is not a guide 1o fulure returns.
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summary of Performance Charts continued
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Attribution Analysis

Anglysis of change in NAV total return for the year ended 31 August 2018 %
Impact of:

Index +4.7
Stock selection +57
Gearing 041
Share lssues +0.1
Operational Costs -1.2
NAYV total return for the year ended 31 August 2018 +8.7

Sector contributors and detractors (in absolute terms)

5 highest contributors % 5 highest detractors %
Travel & Leisure +2.0 Fixed Line Telecommunications 0.5
Media +1.7 Leisure Goods 0.3
Cil & Gas Producers +1.4 General Retailers 0.2
Software & Computer Services +1.0 Household Goods & Home Construction 0.2
Support Services +0.9 Mining -0.2

Stock contributors and detractors (in absolute terms)

5 highest contributors % 5 highest detractors %
GVC Holdings +1.7 Leonardo 0.6
Royal Dutch Shell +1.3 BT Group 0.5
Pearson +1.2 esure Group 0.4
Shire +0.7 Saga 04
Ferguson +0.6 SIG 0.4

Source: Fidelity.
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Board of Directors

Andy Irvine
Chairman (since 5 July 2016)
Appointed 15 April 2010

Andy Irvine is a Non-Executive Director of BlackRock North American
Income Trust pic. He is a past Chairman of Montanaro European
Smaller Companies PLC and of Jones Lang La Salle Scotland and

has over 30 years’ experience in commercial property development
and invesiment. He is also a past Non-Executive Directer of Securities
Trust of Scotlend PLC, @ past Chairman of Celtic Rugby Limited, a past
Chairman of the British and Irish Lions Limited and a past President of
the Scottish Rugby Union.

Sharon Brown

Senior Independent Director
{since 5 July 2016}

Chairman of the Audit Commitiee
(since 26 October 2010)
Appointed 15 April 2010

B[N

Sharon Brown is a Non-Executive Director and Chairman of the Audit
Commitlee of F&C Capital and Income Investment Trust PLC, McColl's
Retail Group plc and Celtic PLC. She is also a Director of a number of
limited companies in the retail sector. Between 1998 and 7013 she was
Finance Director of Dobbies Garden Centres plc. She is a Fellow of the
Chartered Institute of Management Accountants.

Dean Buckley
Appointed 3 November 2015

Dean Buckley is a Nen-Executive Directer of JPMorgan Asian Investment
Trust ple, Smith & Williamson Fund Administration Ltd and Saunderson
House Ltd. He was previously Chist Executive Officer at Scottish
Widows Investment Partnership. Prior fo this, he held severo! positions
at HSBC Bank plc, including Chief Executive Officer for HSBC Asset
Management UK and Middle East and Chief Investment Officer for
HSBC Asset Management, European equities, and held a number of
senior fund manager positions at Prudenticl Portfolio Managers. He is
a Fellow of the Institute of Actuaries.

Nigel Foster
Appointed 1 September 2015

Nigel Foster has over 35 years' experience n the investment
management industry. Prior to joining the Board, he was a Managing
Director at BlackRock where he headed cll market facing activities,
including trading and capital markets for the EMEA region. He was
also Global Head of Derivatives at BlackRock and predecessor firms
for 27 years. He has led a number of prominent financial rescues and
is the guthor of “The Derivatives Game”, a book that fraces the story of
derivatives from ancient times to the present day.

Nicky McCabe
Appointed ¢ December 2004

Nicky McCabe is a Non-Executive Director of Artemis Fund Managers,
Aberdeen Asian Income Fund Limited, Bristol University, Vitality Life
Lirnited and Discovery Holdings Europe Limited. She was previously
Head of Fidelity’s Investment Trusts, a Director and Chief Operating
Officer of several Fidelity compantes, having joined Fidelity in 1999 os
Head of Investment Administration. Prior to this, she worked for HSBC
Asset Managemenl and McKinsey & Co.

All Directors are Non-Executive Directors and all are independent, with lhe exception of Nicky McCabe.

Committee membership key

Audit Management Engagement Nominalion

. Committee Chair
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Directors” Report

The Directors have pleasure in presenting their report together
with the audited Financial Statements of the Company for the
year ended 31 August 2018,

The Company was incorporated in England and Wales as

a public limited company on 27 September 1994 under the
name of Fidelity Special Values PLC with the registered number
2972628 and commenced business as an investment trust on
17 November 1994.

Management Company

FIL Investment Services (UK) Limited (“FISL"} is the Company’s
appointed Alternative Investment Fund Manager (the "AlFM"/
Manager). FISL, as the Manager, has delegated the portfolio
management of assets and the role of company secretary to FIL
Investments International.

The Alternative Investment Fund Management and Secretarial
Services Agreement (the "Management Agreement”) will
continue unless and until terminated by either party giving to
the other, not less than six months’ notice in writing. However,
it may be terminated without compensation if the Company is
liguidated pursuant to the procedures laid down in the Articles
of Association of the Company. The Management Agreement
may also be terminated forthwith as a result of o material
breach of the Agreement or on the insolvency of the Manager
or the Company, In addition, the Company may terminate the
Agreement by sixty days’ notice if the Manager ceases to be a
subsidiary of FIL Limited.

FIL Limited has no beneficial interest in the shares of the
Cormpany {2017: same).

The Board reviews the Management Agreement ot least annually
and details are included in the Corporate Governance Statement
on pages 31 and 32.

Fee Arrangements for the reporting year

For the year ended 31 August 2018, the Company’s annual
management fee was 0.875% of the Company’s net assets
{excluding the value of any investment in any fund monaged by
the Manager) and a fixed fee of £600,000. Fees were calculated
and paid quarterly and totalled £6,707,000 (2017: £6,076,000).

Revised Fee Arrangements

As mentioned in the Chairman’s Statement, the Company has
adopted a new fee arrangement with effect from 1 Septermnber
2018. Under the revised fee structure, the previous annual flat
fee of 0.875% is replaced by a fee of 0.85% on the first £700
riflion of net assets and a rate of 0.75% wili apply to net assets
in excess of £700 million. In addition, the fixed annual fee of
£600,000 reduced to £100,000 per annum.

The Board

All Directors served on the Board throughout the year ended
31 August 2618 and up to the date of this report. A briet
description of all serving Directors is shown on page 26 and
indicates their qualifications for Becard membership.

Nicky McCabe retired from Fidelity Internaticnal at the end of
December 2017 and remains on the Board as a Non-Executive
Director.

Directors’ and Officers’ Liability Insurance

In addition to benefits under the Manager’s global Directors’ and
Officers’ liability insurance arrangements, the Company maintains
insurance cover for its Directors under its own policy as permitted
by the Companies Act 2006.

Going Concern Statement

The Directors have considered the Company’s investment
chjective, risk management policies, liquidity risk, credit risk,
capital management policies and procedures, the nature of its
portfolio (being mainly securities which are readily realisakle)
and its expenditure and cash flow projections and have
concluded that the Company has adequate rescurces to continue
to adopt the going concern basis for at least twelve menths from
the date of this Annual Report. The prospects cof the Company
over a period fonger than twelve months can be found in the
Viability Statement on page 12.

Auditor’s Appointment
A resclution to reappoint Ernst & Young LLP as Auditor to the
Company will be proposed at the AGM on 12 December Z018.

Disclosure of Information te the Company’s Auditor
Ag required by Section 418 of the Companies Act 2006, each
Director in office as at the date of this report confirms that:

a) so far as each Direclor is aware, there is no relevant audit
information of which the Company’s Auditor is unaware; and

b} each Director has taken all the steps thet cught to have
been taken as a Director o make himself/herself aware of
any audit information, and to establish thal the Company’s
Auditor s aware of that information,

Articles of Association
Any amendments to the Company’s Articles of Association must
be made by special resolution.

Corporate Governance
The Corporate Governance Stalement forms part of this report
and can be found on pages 30 to 33.

Registrar, Custodian and Depositary Arrangements

The Company has appointed Link Asset Services as its Registrar
to manage the Company’s share register, JPMorgan Chase Bank
os its Custodian, which is primarily responsible for safeguarding
the Company’s assets, and 1.P. Morgan Eurcpe Limited as its
Depositary, which is primarily responsible for oversight of the
custody of investment funds and the protection of investors’
interests. Fees paid to these service providers are disclosed in
Note 5 on page 52.

Share Capital

The Company’s share capital comprises ordinary shares

of 5 pence each which are fully listed on the London Stock
Exchange. As at 31 August 2018, the share capitol of the
Company was 270,644,480 shares (2017: 270,644,480} of which
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Directors” Report continved

4,095,000 shares (2017: 6,145,000) are held in Treasury. Shares in
Treasury do not have veting rights, therefore, the fotal number of
shares with voling rights was 266,549,480 (2017; 264,49%,480).

Premium/Discount Management: Enhancing Shareholder Yalue
The Board actively manages the Company’s level of premium/
discount. If the Company s trading at a discount, it seeks to
maintain the discount in single digits in normal market conditions.
The Board seeks authority from Sharehelders each year to issue
shares at a premium or to repurchase shares at a discount to

the NAV either for cancellation or for halding in Treasury. The
Board will exercise these authorities if deemed to be fn the best
interests of Shareholders at the time.

Share Issues

The Company issued 2,050,000 ordinary shares from Treasury
during the year to 31 August 2018 (2017 nil}. A further 725,000
number of shares have been issued since the year end and as at
the date of this report.

The authorities to issue shares and te disapply pre-emption
rights expire ot the AGM on 12 December 2018 and therefore
resclutions to renew these authorities will be put to Shareholders
at this AGM.

Share Repurchases

No ordinary shares were repurchased for cancellation or holding

in Treasury during the year 1o 31 August 2018 (2017: 850,000). No
shares have been repurchased since the year end and as at the

date of this report.

The authority to repurchase shares expires at the AGM on

12 December 2018 and a resolution 1o renew the cuthority to
purchase shares, either for cancellation or to buy shares inlo

Treasury, will be put to Shareholders at the forthcoming AGM.

Substantial Share Interests

As at 31 August 2018 and 30 September 2018, notificatien had
been received that the Shareholders listed in the table below
held more than 3% of the voting share capital of the Cempany.

31 August 30 Septernber

Shareholders 2018 2018
Fidelity Platform Investors 26.99 26.93
Hargreaves Lansdown 6.39 6.37
Rathbones 5.28 5.33
Alliance Trust Savings 4.88 4.80
Investec Wealth & Investment 4.20 419
Speirs & Jeffrey 3.33 557
Quilter Investors 3.08 3.08
Brewin Dolphin 3.06 3.09

An analysis of Shareholders as at 31 August 2018 is detailed in
the table below.

% of voting
Shareholders as at 31 August 2018 share capital
Private Shareholders* 86.70
Institutions 9.25
Pension 1.98
Insurance 1.94
Other 0.13

* Includes Fidelity Flatform Investors (26.99%).

Additional information required in the Directors’ Report
Infermation on proposed dividends, financial instruments and
greenhouse emissions is set out in the Strategic Report on pages
% to 13

Responsibility as an Institutional Shareholder

The Board has adopted the Manager’s Principles of Ownership
in relation to investments. These Principles include the pursuit

of an active investment poelicy through portfolio management
decisions, voting on resoluticns ol general meetings and
maintaining a continuing dialogue with the management of
investee companies. Fidelity is a signoiory to the UK Stewardship
Code setling out the responsibilities of institutional Sharehoiders
and agents. Further details of the Manager's Principles of
Ownership and voting may be found at www.fidelity.co.uk.

Relations with Shareholders

Cornmunication with Shareholders is given a high priority by the
Board and it liaises with the Manager and the Company’s broker
who are in regular contact with the Company’s major institutional
investors to canvass Shareholder opinion and to communicate

its views to Shareholders. All Directors are made aware of

any Shareholders’ concerns and the Chairman, the Senior
Independent Director and, where appropriale, other Directors,
are available to meet with Shareholders to discuss strategy and
governance. The Beard regularly monitors the Sharehelder profile
of the Company and receives regular reports from the Manager
cn meetings attended with Shareholders and any comments
raised in such meetings. The Board aims 1o provide the
maximurm opportunity for diclogue between the Company and
Shareholders, If any Shareholder wishes to contact a member

of the Board directly, they should either email the Company
Secretary at investmenttrusts@fil.com or write to the address
provided on page 72. The Company Secretary will attend to

any enguiries promptly and ensure that they are directed to the
Chairman, Senior Independent Directer or the Beard as a whole,
as appropriate.

The Board encourages all Sharehaolders to attend the AGM on
12 December 2018 at which they have the oppoertunity to meet
and address questions to the Chairman and other members
of the Board, the Portfolio Manager and representatives of the
Manager.
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The Nctice of Meeting on pages 67 1o 69 sets out the business of
the AGM and the special business resolutions are explained more
fully below. A separate resolution is proposed on each substantially
separate issue including the Annual Report and Financial
Statements. The Notice of the AGM and reloted papers are sent to
Shareholders at least 20 working days before the Meeting.

Voting Rights in the Company’s Shares

Every person entitled to vole on a show of hands has cne vote.
On a poll every Shareholder who is present in person or by proxy
of representative has one vote for every ordinary share held. At
general meetings all proxy votes are counted and, except where
a poll is called, proxy voting is reported for each resolution after
it has been deall with en a show of hands. The proxy voting
results are disclosed on the Company’s page of the Manager's
website at www.fidelityinvestmenttrusts.com.

Annual General Meeting

THIS SECTION IS IMPORTANT AND REQUIRES YOUR
IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take, you
should seek advice from your stockbroker, bank manager,
solicitor, accountant or other financial adviser authorised
under the Financial Services and Markets Act 2000.

Fidelity Platform Investors

If you hold your shares in the Company through the Fidelity
platform, you have the right to attend the Company’s AGM and
vote on the proposed resolutions. For the forthcoming AGMs and
future AGMSs, the voting process will take place online. Historically,
you would have received a Form of Direction and an Attendence
Card with instructions on how to vote in the post. Fidelity will ne
longer be providing paper forms of direction. All Fidelity Platform
Investors will receive a letter setting out the process.

Paperless Proxy Voting

Link Asset Services, the Registrar, will alsc be providing an cnline
process for voting on the resolutions to be proposed ot the
Company’s AGM. Details of how this will work are included in
the Notes to the Notice of Meeting on pages 68 and 6%. There is
an option to contact the Registrar to receive a paper proxy form
should this be preferred or required.

if you have sold, transferred or otherwise disposed of all your
shares in the Company, you shouid pass this document, together
with any other accompanying documents as socon as possible

to the purchaser or transferee, or to the stockbroker, bank or
other agent through whom the sale or transfer was effected, for
onward fransmission to the purchaser or transferee.

At the AGM on 12 December 2018, resclutions will be proposed
relating to the items of business set out in the Notice of Meeting
on pages &7 and 68, including the items of special business
summarised cpposite.

Authority to Allot Shares

Resofution 11 is an ordinary resolution and provides the Directors
with @ general autherity to allot securities in the Company

up te an aggregate nominal value of £1,353,222. If passed,

this resolution will enable the Directors to allot a maximum of
27,064,448 crdinary shares which represents approximately 10%
of the issued ordinary share capital of the Company (including
Treasury shares} os at 31 October 2018 and to impose any limits
of restrictions and make any arrangements which they consider
necessary or appropriate 1o deal with Treasury shares, fractional
entittements, record dates, legal, regulatery or practical problems
in, or under the laws of, any territory or any other matter.

The Directors would not intend to use this power unless they
censidered that it was in the interests of Shareholders lo do so.
Any shares fssued would be at NAV per share or at a premium to
NAV per share.

Authority to Disapply Pre-emption Rights

Resolution 12 is a special resolution disapplying pre-emption
rights and granting authority 1o the Directers, without the need
for further specific Shareholder approval, to make allotments

of equity securities or sale of Treasury shares for cash up to

an aggregate nominal valve of £1,353,222 (including Treasury
shares) (approximately 10% of the issued ordinary share capital
of the Company as at 31 October 2018 and equivalent to
27,064,448 ordinary shares).

Authority to Repurchase Shares

Resolution 13 is a special resolution which renews the Company's
authority to purchase up to 14.99% 40,064,444 of ordinary shares
in issue (excluding Treasury shares) on 31 October 2018 either for
immediate cancellation or for retention as Treasury shares at the
determination of the Directors. Once shares are held in Treasury,
the Directors may only dispose of them 'n accordance with the
relevant legislation by subsequently selling the shares for cash

or by cancelling the shares. Purchases of ordinary shares will be
at the discretion of the Directors and within guidelines set from
time to time by them in the light of prevailing market conditions.
Purchases will only be made in the markel at prices below the
prevaifing NAV per share.

Recommendation: The Board considers that each of

the resolutions is likely to promote the success of the
Company and is in the best interests of the Company and
its Shareholders as a whole. The Directors unanimously
recommend that you vole in favour of the resolutions as they

intend to do in rewn own beneficial holdings.
Bgm Beoa \P

FIL Investments International
Secretary
31 Oclober 2018
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Corporate Governance Statement

“Corporate governance” is the process by which the board

of directors of a company look after shareholders’ interests

and by which it endeavours to enhance those interests (often
referred 1o as “shareholder value”). Shareholders hold the
Directors responsible for the stewardship of a company’s affairs,
delegating authority 1o the Directors to manage the Company on
their behalf and holding them accountable for its performance.

This report, which forms part of the Directors’ Report, explains
how the Directors of Fidelity Special Values PLC deal with that
responsibility, authority and accountability.

Corporate Governance Codes

The Board follows the principles of the UK Corporate Governance
Code ({the "UK Code”) issued by the Financial Reporling

Council (the “FRC") in 2016 and the AIC's Code of Corporate
Governance {the "AlC Code”) issued by the Association of
Investment Companies {the "AIC") in 2016. The FRC has
confirmed that investment companies which report against

the AIC Code and which follow the AIC Guide on Corporate
Governance will meet their obligations under the UK Cede and
paragraph 9.8.6 of the Listing Rules. This statement, together with
the Statement of Directors” Responsibilities on page 37, set out
how the principles have been applied.

The AIC Code and the AIC Guide can be found on the AlC's
website at www.itheaic.co.uk and the UK Code on the FRC's
website at www.irc.org.uk.

Statement of Compliance

The Company has complied with the recommendations of the
AlC Code and the relevant provisions of the UK Code for the
year under review and up to the date of this report, except in
relation to the UK Code provisions relating to the role of the chief
executive; executive directors’ remuneration; and the need for an
internal audit function. For the reasons set cut in the AIC Guide,
and as explained In the UK Code, the Board considers that these
provisions are not relevant to the position of Fidelity Special
Values PLC, as it is an externally managed investment company
and has no executive directors, employees or internal operations.

The Corporate Governance of an Investment Trust Company
The corporate governance of most investment companies is
different from most other commercial companies in one important
respect: they do not employ their own people as management
but Instead the services of a fund management company. This
affects the way investment companies are governed bui not the
purpose of their governance. Given that the Manager’s business
is not dedicated sclely to the interests of investment companies
and their Sharehelders, investment company koards must be
largely independent of management. However, it must have
knowledge and experience of both fund management and
investment company management. Fidelity Special Valves PLC
was established and is managed and promoted by its Manager,
which is therefore one of the main reasons some Shareholders
choose to invest in the Company’s shares. It follows that it is

an important aspect of the corporate governance of Fidelity
Special Values PLC that its Manager should be party to the
responsibility, autherity and accountability to those investing in
their management.

The Corporate Governance Policies and Modus Operandi of
Fidelity Special Valves PLC

The corporate governance of any investment company, while
following the guidelines of the AIC Code, will vary in certain
respects depending on its own circumstances. The Board of
Fidelity Special Values PLC has considered its own circumstances
and determined its own corporate governance policies and
modus cperandi.

In this section we have oullined the corporate governance
pelicies and modus operandi through the following three
aspects of corporate governance: Responsibility, Autherity and
Accountability. It is first of all impertant that Shareholders have
confidence in the Board of Directors, whom they hold responsible
and accountable for the Company’s affairs.

In determining the guidelines for the composition of the Board,
the Directors believe that there should be a clear majority of
Board members (including the Chairman), who are independent
of management, and that within the Board there is understanding
and experience of investment management, investment company
managemen, the invesiment objective of the Company,
marketing, general business experience and finally of Fidelity's
investment philoscphy and its cperations.

The Directors recognise that any individual employed by or
materially associated with the Manager cannot be regarded as
independent. Consequently, at any given time there has only ever
been cne Fidelity member serving as a Director on the Board.
Details of the Directors’” current business associations are set out
on page 26. All of the independent Directors are considered

to be free from any business or cther relationship which could
materially interfere with the exercise of their independent
judgement. In addition, all Directors are able to allocate sufficient
time to the Company lo discharge their responsibilities fully and
effectively. The Board follows a procedure of notification of any
interests that may arise as part of considering any potenticl
conflicts.

All of the Direclors are Non-Executive. Each Director’s individual
independence, including that of the Chairman, has been
assessed and confirmed, taking into consideration:

+ integrity, commitment, intelligent challenge;

* independence of mind and character;

*  experience and knowledge of invesiment trusts, of the
investment business generaily and of Fidelity;

+ financiol literacy;
. conflicts of interest; and

+  performance as a Director.
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Management

Regular Nomination Audit Engagement

Board Committee Committee Committee

Meetings Meetings Meetings Meetings

Andy Irvine 5/5 1/1 n/a 1/1
Sharon Brown 4/5 1/1 3/3 1/1
Dean Buckley 5/5 1/1 3/3 171
Nigel Foster 5/5 1/1 3/3 1/1
Nicky McCabe 5/5 11 n/a n/a

Figures indicate those meetings for which each Director was eligible to attend and attended in the year. Regular Board meetings

exclude ad hoc meetings for formal approvals.

The Board considers the tenure of each Director annually.

A Director may serve more than nine years, provided that

such Director is considered by the Board to continue to be
independent and provides experience that remains relevant. In
addition, the Board decided in 2004 that each Director is subject
to annual re-election by Sharehclders.

The Board meets regularly to discharge its duties effectively and
the table above gives the attendance record for the meetings
held during the reporting year.

Responsibility
The responsibilities delegated by Shareholders to the Board of
Directors incivde:

1. The stewardship and monitcring of the offairs of the Company,
which includes the management of risk and the monitoring of
the controls at work in the Company;

2. The promotion of the Company’s prosperity so as to
endeavour fo maximise Shareholder value in the long term,
which includes the respensibility for the appropricteness of
the Company’s invesiment objective, invesiment strategy and
investment performance and for the Company’s efforts in
seeking to minimise the level and the volatility of the discount
or premium at which the shares may sell in relation to the net
asset value; and

3. Making recommendations to Shareholders (for their
consideration at Annual General Meetings) on matters not
delegated to the Board, which include the approval of the
annual financial statements, the election and re-election of
Directors and the appointment of the Independent Auditor.

Authority

The Board is furnished by Shareholders with the authority to
manage the Company on their behalf, in order to discharge the
responsibilities outlined above. The Board, being independent of
the Manager {by majority), carries out its duties through Board
meetings and Boord appointed Committee mesetings. The most
important aspect of Directors” duties concerns the management
of the Company’s portfolio of assets and of the risk profile of its
balonce sheet. While the day-tc-day investment management is
delegoted to the Manager, there are certain decisions retained

and made by the Directors, including the payment of dividends,
the share issue and share repurchase guidelines and the
derivatives and gearing policies.

In structuring Board meetings, the Directors try to concentrate

as much as possible of thelr regular Board meetings on (1)
investment matters (including strategy, investment pelicy, gearing
and derivatives policies, portfolio and stock reviews, portfolio
turnover, monitoring performance etc); and (i) Shareholder value
matters {including monitoring the discount, share issues and
share repurchases and the marketing of the Fidelity Platiorm
Investors). The Chairman is responsible for the promotion of a
culture of openness and debate, for ensuring that the Directors
receive accurale, timely and clear information and for ensuring
that there is adequate time available for the discussion of
agenda items, particularly strategic issues.

The Board meets regularly with the Campany’s Broker to discuss
Shareholder value and investor relation matters. The Manager
meets with the larger Shareholders on o reqular basis and
reports back to the Board on those meetings. The Chairman
also attends some of these meelings. Key representatives ot the
Manager attend each Board meeting, enabling the Board to
discuss business matters further.

The Board discharges certain of its corporate governance
responsibilities through three Committees as set out below and
on page 32. Written terms of reference of each Committee are
available on the Company’s pages of the Manager's website ot
www.fidelityinvestmenttrusts.com.

The Audit Committee

The Audit Committee consists of Sharon Brown as Chairman,
Dean Buckley and Nigel Foster. Fult details of the Audit
Committee are disclosed in the Report of the Audit Committee on
pages 38 and 3%.

The Management Engagement Committee

The Management Engagement Committee is chaired by Anay
Irvine and consists of all the Directors except Nicky McCabe
due to her past connection with Fidelity. It meets at least once
yedar and reports to the Board, making recommendations where
apprepriate. It is charged with reviewing and monitoring the
performance of the Manager and for ensuring that the terms of
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the Company’s Managerment Agreement remains competitive
and reascnable for Shareholders.

Ahead of the AGM, the Committee has reviewed the
performance of the Manager and the fee basis and also that of
its peers. Following the review of the fee, a new fee arrangement,
effective from 1 September 2018 is in place, details of which

are in the Chairman’s Statement on page 3. The Committee
noted the Company’s good long term perfermance record and
the commitment, quality and continuity of the teamn responsible
for the Company, and concluded that it was in the interests

of Shareholders that the appointment of the Manager should
continue.

The Nomination Committee

The Nomination Committee is chaired by Andy irvine and consists
of all the Directors. It meets at least once a year and reviews

the composition, size and structure of the Board. The Committee
is responsible for succession planning and it is charged with
nomincaling new Directors for consideration by the Board, and in
turn for approval by Sharehclders.

In respect of new Directors, the Board believes that it is important
in the search for and recommendation of a candidate to the
Board that it is controlled by the independent Directors who form
the majority of this Committee. The Commiliee carries out its
candidate search from the widest possible poel of talent against
a set of cbjective criteria on the basis of merit, with due regard
for the benefits of diversity, inciuding gender, on the Board.

Upecn appeintment, each Director is provided with all relevant
information regarding the Company and receives an induction
on the investment operation end administration functions of

the Company, together with a summary of their duties and
responsibilities. Directors are encouraged to keep up to date
and attend training courses on matters which are directly
relevant to their involvement with the Company. They also receive
reqular briefings from, amongst cthers, the AIC, the Independent
Auditor and the Company Secretary, regarding any proposed
developments or changes in law or regulations that could affect
the Company and/or the Directors.

The Committee alsc considers the re-election of Directors
ahead of each AGM. It has considered the performance and
contribution ot each Director and has recommended their
continued service 1o the Company. This has been endorsed

by the Board which reccmmends their reappointment by
Shareholders at the forthcoming AGM. The terms and conditions
of appointment of Directors are available for inspection at the
registered office of the Company and will be available prior to
the next AGM.

Ahead of each AGM, an evaluation of the Beard and its
Committees takes place in the form of a written questionnaire
and one 1o one discussions. The performance of the Chairman
is evaluated by the other Directors. The Company Secretary and
Manager also participate in the evaluation process to provide
ali round feedback to the Board. The process is considered to
be constructive in terms of identifying areas for improving the
functioning and performance of the Board and action is taken

on the basis of the results. As a consequence of this process,
the Board has decided not to undertake an externally facilitated
evaluation.

Accountability

Given that the Shareholders entrust the Board of Directors with
the management of the Company’s affairs, it is necessary that
the Board accounts for itself to Shareholders. The process of
accouniability involves providing all the necessary infoermation for
Sharehoelders to make judgements about the Boord's stewardship
and perfermance through a full and informative annual financial
report, a half-yearly financial report, the presentation of the
Company’s results and fulure prospects at the AGM and
accessibility to the Board at any time via the Company Secretary.

The AGM is the occasion when the Beard accounts for itself

in a public meeting. It regards any bona fide issue that any
Shareholder raises as one that should be put to all Shareholders
at the AGM so that all those attending can hear any concerns
expressed in an open forum and make their own judgement.

The AGM provides Sharehalders with an opportunity to vote on
ceriain issues that are not ultimalely delegated to the Beard,

This includes the election and re-election of Directors every year
in addition to the normal matters of approving the financial
statements, the appointment of the Independent Auditor, the
issue of new shares and the repurchase of shares. Your Board
has an established policy that enables Shareholders to decide
whether they wish to continue the Company’s existence by putting
a “continuation vote” before the Shareholders at every third AGM.
The next vote will be at the AGM in 2019

Directors’ Remuneration

The level of Directors’ fees is determined by the Board as @
whale. Full details are disclosed in the Directors’ Remuneration
Report on pages 34 and 35.

Senior Independent Director

The Board has appointed Sharon Brown as Senior Independent
Director. She fulfils the role as a sounding board for the
Chairman, an intermediary for the other Non-Executive Directors
as necessary, and to act as a channel of communication for
Shareholders in the event that contuct through the Chairman is
inappropriate.

The Company Secretary

The Board has access to the advice and services of the Company
Secretary, The Company Secretary Is responsible to the Board for
ensuring that Board procedures are followed and that applicable
rvles and regulations are complied with. The Directors also have
the ability to take independent professional odvice, it necessary,
at the Company’s expense.

Supply of Information

The Board meeting papers are the key source of regular
information for the Board, the contents of which are determined
by the Board and contain sufficient information on the financial
condition of the Company. The Board receives this information
in a timely manner and of a quality appropriate o enable 1t te
discharge its duties.
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Risk Management and Internal Controls

The Board is responsible for the Company’s systems of risk
management and of internal contrels and for reviewing their
effectiveness. The review takes place at least once a year. Such
systems are designed to manage rather than eliminate the risk
of failure to achieve business cbjectives and can only provide
reasonable, but not absolute, assurance against material
misstatement or loss.

The Board determines the nature and extent of any risks it is
willing to take in order to achieve its strategic objectives. it is
responsible for the design, implementation and maintenance

of controls and procedures to safeguard the assets of the
Company although these tasks have been delegated on a day-
to-day basis to the Manager. The system extends fo operational
and compliance controls and risk management. Clear lines of
accountability have been established between the Board and
the Manager. The Manager provides regular reports on contrels
and compliance Tssues to the Audit Committee and the Board.
In carrying out its review, the Audit Committee has regard to

the activities of the Manager, the Manager’s compliance and
risk functions and the Independent Auditor and also includes
consideration of internal controls of similar reports issued by the
other service providers.

The Board, assisted by the Manager, has undertaken a rigorous
risk and controls assessment. It confirms that this is an eftective
ongeing process in order o identify, evaluate and manage the
Company’s principal business and cperational risks, and that it
has been in place throughout the year ended 31 August 2018
and up 1o the date of this report. This process is in accordance
with the FRC’s “Risk Management, Internal Control and Reloted
Financial and Business Reporting” guidance.

The Board has reviewed the need for an internal audit
function and has determined that the systems and procedures
employed by the Manager, which are subject 1o inspection by
the Manager’s internal and external cudit processes, provide
sufficient assurance that a sound system of internal controls

is maintained to saleguard Shareholders’ investments and
the Company’s assets. An internal audit function, specific to
the Company, is therefore considered unnecessary. The Audit
Comrmittee meets the Manager’s internal audit representative
at least once a year. It receives a summary of the Manager's
externally audited internal controls report on an annual basis.

Whistle-Blowing Procedure

Part of the Managers’ role in ensuring the provision of a good
service pursuant to the Management Agreement, includes

the ability for employees of Fidelity to raise concerns through

a workplace concerns escalation pelicy (or “whistle-blowing
procedure”). Fidelity has advised the Board that it is commitied
o providing the highest level of service to its customers and

to applying the highest standards of quality, honesty, integrity
and prebity. The aim of the policy is to encourage employees
and others working for Fidelity to assist the Company in tackling
fraud, corruption and other malpractice within the crganisation
and in setting standards of ethical conduct. This policy has been
endorsed accordingily by the Board.

Bribery Act 2010

The Company is committed te carrying out business fairly,
honestly and openly. The Board recognises the benefits this has
to reputation and business confidence. The Board, the Manager,
the Manager's employees and others acting on the Company’s
behalf, are expected to demonstrate high standards of behaviour
when conducting business.

The Board acknowledges its responsibility for the implementation
and oversight of the Company’s procedures for preventing
bribery, and the governance framework tor training,
communication, monitoring, reporting and escalation of
compliance together with enforcing action as appropriate. The
Board has adopted a zero tolerance policy in this regard.

Criminal Finances Act 2017

The Company is subject to the Criminal Finances Act 2017 and
foilows a zero tolerance pelicy to tax evasion and its facilitation.
The Directors ore fully committed to complying with all legislation
and appropriate guidelines designed to prevent tax evasion
and the facilitation of tax evasion in the jurisdictions in which

the Company, its service providers, counterparties and business
pariners operate,

On behalf of the Board

Qw@ <

Andy lrvine
Chairman
31 Oclober 2018
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Directors’ Remuneration

Chairman’s Statement

The Directors’” Remuneration Report for the year ended 31 August
2018 has been prepared in accordance with the Large &
Medium-sized Companies & Groups (Accounts & Reports)
{Amendment) Regulations 2013 {the “Regulations”). As the Board
is comprised entirely of Non-Executive Directors and has no chiet
executive officer and employees, many parts of the Regulations,
in particular those relating to chief executive officer pay and
employee pay, do not apply and are therefore not disclosed in
this report,

An ordinary resolution 1o approve both the Directors’
Remuneration Report and the Remuneration Policy will be put to
Shareholders at the AGM on 12 Decemnber 2018. The Company’s
Auditor is required to audit certain sections of this report and
where such disclosures have been audited, the specific section
has been indicoted as such. The Auditor’s opinien is included in
its report on pages 40 to 44.

Directors’ Remuneration

The annual fee structure with effect from 1 Seplember 2018 is as
follows: Chairman - £41,000; Chairman of the Audit Committee
- £31,750; and Director - £27,000. This is the first fee change
since 1 January 2015 and represents an increase of 5.9% on

the previcus fee. The inflotion rate over the same period has
been 7.8%. Increases in Directors’ remuneration are made to
ensure that they remain competitive and sufficient te attract and
retain the quality of Directors needed to manage the Company
successfully.

The Remuneration Policy

The Remuneration Policy is subject to a binding vote, in the form
of an ordinary resolution at every third Annual General Meeting
("AGM"). A binding vote means that if it is not successful the
Board will be obliged to revise the policy and seek further
Shareholder approval at a General Meeting specially convened
for that purpose. The current policy, which was approved at last
year's AGM, is set cut below.

The Company’s Articles of Association limit the aggregate fees
payable to the Directors to a total of £200,000 per annum.
Subject to this overall limit, it is the Board’s pelicy to determine
the level of Directors’ fees having regard to the time spent by
them on the Company’s affairs; the level of fees payable to
non-executive directors in the industry generally; the requirement
to attract and retain individuals with suitable knowledge and
experience; and the role that individual Directors fulfil. Other than
tees and recsonable cut-of-pocket expenses incurred in attending
to the affairs of the Company, the Directors are not eligible

for any performance related pay or benefits, pension related
benefits, share options, leng ferm incentive schemes, or other
taxable benefits. The Directors are not entitled to exit payments
and are not provided with any compensation for Joss of office,
Directors’ fees are paid monthly in arrears. Directors do not
serve a notice period if their appointment were to be terminaled.
The level of Direclors” fees is determined by the whole Board.
Directors do not vote on their own individual fees.

Report

The Board reviews the Company’s Remuneration Policy and
implementation on an annual basis. Reviews are based on
information provided by the Company’'s Manager, and research
from third parties and it includes information on the fees of other
similar investment trusts.

No Directer has a service contract with the Company. New
Directors are provided with a letter of appeintment which,
amongst other things, provides that their oppointment is subject
o the Companies Act 2006 and the Company’s Articles of
Association, Copies of the Directors’ letters of appeointment are
available at each of the Company’s AGMs and can be obtained
from the Company’s registered office.

The Company’s remuneration policy will apply to new Board
members, who will be paid the equivalent amount of fees as
current Bocard members.

Voting on the Remuneration Pelicy

The Remuneration Policy (the “Policy”), as set out above, was
approved at the AGM on 11 December 2017 with 99.05% of votes
cast in favour, 0.45% of votes cast against and 0.50% of votes
were wilhheld. The next vote will be put to Shareholders al the
AGM in 2020. The Policy has been followed throughout the year
ended 31 August 2018 and up to the date of this report.

Voting on the Directors’ Remuneration Report

At the AGM held on 11 December 2017, 92.00% of votes were
cast in favour of the Directors” Remuneration Report for the year
ended 31 August 2017, 0.48% of votes were cast against and
0.52% of votes were withheld.

The Directors’ Remuneration Report for the year ended

31 August 2018 will be put to Shareholders at the AGM on
12 December 2018, and the votes cast will be disclosed
on the Company’s pages of the Manager's websile at:
www fidelityinvestmenttrusts.com.

Single Total Figure of Remuneration

The single total aggregate Directors’ remuneration for the year
under review was £150,450 (2017: £130,944). This includes
expenses incurred by Directors in attending to the affairs of the
Company and are considered by HMRC to be a taxable benefit.
Information on individual Directors’ fees and taxable benefits
(Directors” expenses} are disclosed in the table on the next page.
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2019 2018 2018 2018 2017 2017 207
Taxable Taxable
Projected Fees Benefits Total Fees Benefits Total
Fees (Audited) (Audited) (Audited) (Audited) {Audited) {Audited)
(&) (£) (%) (£) ) ) {£)
Remuneration of Directors
Andy Irvine 41,000 38,750 5,850 44,600 38,750 5,491 44,241
Sharon Brown 31,750 30,000 5,564 35,564 30,000 5,144 35,144
Dean Buckley 27,000 25,500 1,026 26,526 25,500 559 26,059
Nigel Fosler 27,000 25,500 - 25,500 25,500 - 25,500
Nicky McCabe* 27,000 17,000 1,260 18,260 - - -
Total 153,750 136,750 13,700 150,450 119,750 11,194 130,944

*  Waived her Directors’ fees whilst employed by Fidelity Internaticnal until 31 December 2017

Expenditure on Directors’ Remuneration and Distributions to

Shareholders

The table below shows the total amount paid out in Birectors’
remuneration and distributions to Shareholders. The projected
Directors” remuneration for the year ending 31 August 2019 is

disclosed in the table above.

31 August 31 August
2018 2017
g g
Expenditure on Directors’
Remuneration:
Fees and toxable benefits 150,450 130,944
Distribution to Shareholders:
Dividend payments 12,308,000 11,904,060
Shares repurchased - 1,724,000

Performance

The Company’s investment objective is to achieve long term
capital growth predominantly through investment in UK listed
companies. The graph opposite shows performance over nine

years to 31 August 2018,
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Directors” Remuneration Report continved

Directors’ Interest in Ordinary Shares
Although there is no requirement for the Direclors to hold shares in the Company, shareholdings by Directors are encouraged. The
interests of the Directers’ in the ordinary shares of the Company are shown below. All of the shareholdings are beneficial.

Directors’ Shareholdings (Audited)

31 August 31 August Change

2018 2017  during year

Andy lrvine 75,000 75,000 -
Sharon Brown 15,600 15,600 -
Dean Buckley 12,500 12,500 -
Nigel Foster 30,000 30,000 -
Nicky McCabe' 18,962 13,183 5779

1 Purchase of shares and dividend reinvestment.
The Portiolio Manager alsc holds ordinary shares in the Company.
All Directers” shareheldings remained unchanged at the date of this report.

On behalf of the Board

-

Andy Irvine
Chairman
31 Cctober 2018
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Statement of Directors” Responsibilities

The Directors are responsible for preparing the Annual Report
and Financial Statements in accordance with applicable law and
regulations.

Company law requires the Directors to prepare financial
statements for each financial year. Under thet law they have
elected to prepare the Financial Statements in accordance with
UK Generally Accepted Accounting Practice, including FRS 102:
The Financial Reporting Standard applicable in the UK and
Republic of Ireland. The Financial Statements are required by law
to give @ true and fair view of the state of affairs of the Company
and of the profit or loss for the period.

In preparing these Financial Statements the Directors are
required to:

« select suitable accounting policies and then apply them
consistently;

« make judgemenis and estimates that are reasenable and
prudent;

«  state whether applicable UK Accounting Standards have
been followed, subject to any material deportures disclosed
and explained in the Financial Statements; and

¢ prepare the Fingncial Statements on the going concern
basis unless it is inappropriate to presume that the Company
will continue in business.

The Directors are responsible for ensuring that adequate
accounting records are kept which disclose with reasonable
accurocy at any time the financial position of the Company and
to enable them to ensure that the Finoncial Statements cemply
with the Companies Act 2006. They are also respensible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and
other irregularities.

Under applicable law and regulations the Directors are also
responsible for preparing a Strategic Report, a Directors’
Report, a Corperate Governance Statement and o Directors’
Remuneration Report which comply with that law and those
requlations.

The Directors have delegated responsibility for the maintenance
and integrity of the corporate and financial information

included on the Company's pages of the Manager's website

at www.fidelityinvestmenttrusts.com to the Manager. Visitors
to the website need to be aware that legislation in the UK
governing the preparation and dissemination of the Financial
Statermnents may differ from legislation in their jurisdictions.

The Directors confirm that 1o the best of their knowledge:

* The Financial Statements, prepared in accordance with
FRS 102, give a true and fair view of the assets, licbilities,
financial position and profit of the Company; and

= The Annual Repert includes a fair review of the development
and performance of the business and the position of the
Company, together with a description of the principal risks
and uncertainties it faces.

The Directors consider that the Annual Report and Financial
Statements, taken as a whole, are fair, balanced and
understandable and provide the information necessary for
Shareholders to assess the Company’s performance, business
model and strategy.

Approved by the Board on 31 Octeber 2018 and signed on its
behall by:

Y-

Andy Irvine
Chairman
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Report of the Audit Committee

| om pleased to present the format report of the Audit Committee
(the “Committee”) fo Shareholders.

The primary responsibilities of the Committee are to ensure

the integrity of the Company’s financial reporting, the
appropriateness of the risk management and internol controls
processes and the effectiveness of the independent audit process
tor the year ended 31 August 2018. This report details how we
carry out this role.

Composition and Meetings

The members of the Commitiee are myseif as Chairman, Dean
Buckley and Nigel Foster. Andy Irvine is not o member of the
Committee but is invited to attend the Committee meetings. All
Committee members are independent Non-Executive Directors,
and their skills and experience are set out on page 26. The
Committee considers that collectively the members have sufficient
recent and relevant sector and financial experience to fully
discharge their respensibilities.

The Committee met three times during this reporting year. The
Committee invites the Company’s Auditor and personnel from the
Manager’s financial, risk and internal audit functions to attend
and report lo the Commitiee on relevant matters. During the year,
| also met privately with the Auditer and a representative from
the Manager's risk function to give them an opporiunity o raise
any issues without management present. After each Committee
meeting, | report to the Board on the main items discussed at the
meeting.

Ahead of each AGM, the Commitiee’s performance is evaluoled
as part of the overall Board evaluation as reported on page 32.

Significant issues considered by the Committee during the year

Role and Responsibilities of the Audit Committee

The Committee’s authority and duties are defined in its terms
of reference, which were reviewed during the year and are
available on the Company’s pages of the Manager’s website
(www.fidelityinvestmenttrusts.com). The principal activities
carried out during the year were:

*  Financial reporting: we considered the Company’s
financial reports, including the significant accounting issues
end the appropriateness of the accounting policies adopted.
We considered and are satisfied that, taken as a whole, the
2018 Annual Report is fuir, balanced and understandable
and provides the information necessary for Shareholders to
assess the Company's performance, business model and
strateqy;

*» Internal audit: we considered the scope of the internal
audit of the Manager and the subsequent findings from
this work, receiving regular reporis from the internal audil
function of the Manager. The Committee also monitcred
progress in the implementation of the Manager's internal
audit recommendations;

= Risk and internal control: we dedicated o full Committee
meeting to the consideration of the key risks facing the
Company and the adeguacy and effectiveness of the
internal controls and risk management processes; and

. External Auditor: we considered the independence,
effectiveness and fees of the Auditor, as delailed later in
this report.

The Annual Report and Financial Statements are the responsibility of the Board and the Statement of Directors” Responsibilities can be
found on page 37. The Audit Committee advises the Board on the form and content of the Annual Report and Financial Statements,
any issues which may arise in relaticn to these and any specific areas which require judgement.

Summarised below are the most significont issues considered by the Committee in respect of these Financial Statements, and how

these issues were addressed.

Recognition of
Investment Income

Investment income is recognised in accordance with accounting policy Note 2{(e} on page 48.
The Manager provided detailed revenue forecasts which the Committee reviewed and sought
explanations for any significant variances to these forecasts. The Committee also considered

the allocation of special dividends between revenue and capital. The Committee reviewed
internal audit and compliance menitering reports received from the Manager to satisfy itself
that adequate systems were in place for properly recording the Company’s investment income.
Investment income was afso tested and reported on by the Auditor.
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Valuation, existence
and ownership

of investments
(including derivatives
and unlisted
investments)

The valuation of invesiments {including derivalives) is in accordance with accounting policy
Notes 2(k) and 2(I) en pages 49 and 50 . The Committee tcok comfort fram the Depositary’s
regular oversight reports that investment related octivilies were conducted in accordance with
the Company's investment policy. The Committee received reports from the Manager and the
Depositary that the voluation, existence and ownership of investments had been verified. In
addition, the Committee received confirmation from the Auditor that it had tested the valuation
of the Company’s investments and derivatives by reference 1o independent sources and had
also confirmed the existence and ownership of the investments with the Company’s Custodian

and that of the derivatives with the Company's counterparties. Unlisted investments are
appraised by Fidelity’s Fair Value Pricing {("FFVP") Committee in accordance with UK GAAP
and International Private Equity and Venture Capital Valuation Guidelines. The Committee
receives infoermation from the FFVP Committee and reviews and approves the proposed
valuation methodologies for all unlisted investments.

Independence and Effectiveness of the Audit Process

Ernst & Young LLP acted as the Company’s Independent Auditor
for the year ended 31 August 2018. Fees paid to the Auditor fer

the audil of the Company’s Financial Staterments are disclosed In
Note 5 on page 52.

With regard to the independence of the Auditor, the Committee
reviewed:

¢ The audit pian for the year, including the cudit team and
approach to significant risks;

* The Auditor's arrangements for any conflicts of interest;

¢+ The extent of any non-audit services*; and

+  The statement by the Auditor that it remains independent
within the meaning of the regulations and their professional

standards.

*  There were no non-cudit services provided to the Company during the reporting
vear and as at the dote of this report.

With regard to the effectiveness of the audit process, the
Committee reviewed:

+  The fulfilment by the Auditor of the agreed audit plan;

¢ The audit findings report issued by the Auditor on the audit
of the Annual Report and Financial Statements for the year
ended 31 August 2018; and

+  Feedback from the Manager on the audit of the Company.

The Committee concluded that the Auditor continues to remain
independent and the qudit process remains effective.

Auditor's Appointment and Audit Tenure

Ernst & Young LLP was appointed as the Company’s Auditor on
30 November 2015 following o formal audit tender process in
2015. The Committee reviewed the Auditor’s independence cnd
the effectiveness of the audit process prier to recommending its
reappointment for a further year. The Auditor is required to rotate
audit partners every five years and this is the third year that the
audit partner, Maithew Price, has been in place. The Committee
will continue to review the Auditor’'s appointment each year to
ensure that the Company continues to receive an optimal level
of service. There are no contractual obligalions thot restricts the
Company’s choice of auditor.

Sharon Brown
Chairman of the Audit Committee
31 October 2018
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Independent Auditor’s Report to the Members
of Fidelity Special Values PLC

Opinion

We have audited the Financial Statements of Fidelity Special
Values PLC for the year ended 31 August 2018 which comprise the
Income Statement, the Balance Sheet, the Statement of Changes
in Equity, and the related Notes 1 to 20, including a summary of
significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic
of Ireland” (United Kingdom Generally Accepted Accounting
Practice).

In our cpinion, the Financial Statements:

* give a true and fair view of the Company’s affairs as at
31 August 2018 and of its profit for the year then ended;

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

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

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) (iSAs (UK)} and applicable law. Gur
responsibilities under those standards are further described

in the Auditor’s responsibilities for the audit of the Financial
Statements section of our report below. We are independent of
the Company in accordance with the ethical requirements that
dre relevant 1o our audit of the Financial Statements in the UK,
including the FRC's Ethical Standard as applied to public interest
entities, and we have fulfilled cur other ethical respeonsibilities in
accordance with these requirements.

We believe that the audit evidence we have cbtained is sufficient
and appropriate to provide a basis for cur opinion.

Overview of our audit approach

Conclusions relating to principal risks, going concern and
viability statement

We have nothing fo report in respect of the following information
in the Annual Report, in relation to which the ISAs (UK} require
us 1o report to you whether we have anything material to add or
draw attention to:

« the disclosures in the Annual Report set out on pages 11
and 12 that describe the principal risks and explain how
they are being managed or mitigated;

+ the Directors’ confirmation set out on page 11 in the Annual
Report that they have carried out a robust assessment of the
principal risks facing the entity, including those that would
threaten its business model, future performance, sclvency or
liguidity;

« the Directors’ statement set out on page 27 in the Financial
Statements cbout whether they considered it appropriate to
adept the going concern basis of accounting in preparing
them, and their identification of any material uncertainties
to the entity’s ability to continue to do so over a period of
at least twelve months from the date of approval of the
Financial Statements;

= whether the Directors’ statement in relation to going concern
required under the Listing Rules in accordance with Listing
Rule 2.8.6R(3) is materially incensistent with our knowledge
obtained in the audit; or

+ the Direclors’ explanalion set out on page 12 in the Annual
Report as to how they have assessed the prospects of
the enlity, over what pericd they have done so and why
they consider that period to be oppropriate, and their
statement as to whether they have a reasonable expectation
that the entity will be able 1o continue in operation and
meet its liabilities as they fali due over the period of their
assessment, including any related disclosures drawing
attention to any necessary qualifications or assumptions.

Key audit matters .

Incomplete or inaccurate investment and derivative income recognition including incorrect

allecation of special dividends between revenue and capita!

*  Valuation, existence and ownership of investments and derivatives

Materiality .

Overall materiality of £7.25m (2017 £6.70m) which represents 1% of net asset value of the

Company as of 31 August 2018.

Key avdit matters

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

of resources in the qudit; and directing the efforts of the

engagement team. These matters were addressed in the context
of our audit of the Financial Stotements as a whole, and in our
opinion thereon, and we de not provide a separate opinion on
these matters.
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Incomplete or inaccurate
investment and derivative income
recognition including incorrect
allocation of special dividends
between revenue and capital

Refer to the Report of the Audit Commiitee
(page 38; Accounting policies (page 48); and
Note 3 of the Financial Stotements (page 57)

The Company has reported investment and
derivative income of £22.6m for ihe year (2017
£21.1m).

The investment and derivative income
recelvable by the Company during the year
directly affects ihe Company’s ability to pay a
dividend 1o Shareholders. There is a risk that
income recognised incorrectly through failure to
recognise proper dividend income entitlements.

We identified the allocation of special dividends
between revenue and capital te be a fraud risk
due to the level of judgement nvalved in this
allocation.

Special dividends can be included within either
the capital or revenue columns of the Income
Slatement, depending on the cornmercial
circumstances behind the payments,

During the year the Company has received

12 special dividends amounting to £7.90m,
out of which 7 special dividends amounting to
£7.02m was allocated to capital.

Given this, we considered there to be & potential
fraud risk in relation to the allocation of special
dividends between revenue and capital, in
accordance with AIC SORP guidance, in this
area of our audit.

Qur response to the risk

We performed the following procedures:

¢ Walked through the revenue recognition
process to obtain an understanding of the
design and implementation of the contrcls;

*  Agreed a sample of investment and
derivative dividends to the corresponding
announcement made by the investee
company, recalculated the dividend amount
received and agreed cash received to bank
statements;

* Agreed, for o sample of invesiee
companies, the dividend announcements
made by the Inveslee company from an
external third party source to the income
entitlements recorded by the Company;

+ Agreed a sample of accrued dividends
to an independent source and to post
year end bank statement to assess the
recoverability of these amounts;

¢ For a sample selected, we compared
the exchange rate used to translate
the investment and derivative dividend
income received in foreign currency to an
independent source;

¢ Reviewed the income repert and the
investment ledger report 1o identify material
special dividends received in the year;

« Agreed, for a sample of investee
companies, the dividend declared to the
announcements made by the investee
company to conclude whether it is a special
or ordinary dividend;

*  For all material special dividends,
considered the recognition criteria applied
to the special dividends received during the
year and thelr classification as revenue or
captital.

Key observations

communicated to
the Avdit Committee

The results of our
procedures identified
ne material errors in
the investment and
dividend income
recognition and
allecation of special
dividends between
revenue and capital.

We confirmed

the appropriate
accounting
classification adopted
for material special
dividends, inciuding
classification of £7.02m
as capital.
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Independent Auditor’s Report to the Members
of Fidelity Special Values PLC continved

Valuation, existence and
ownership of investments and
derivatives

Refer to the Report of the Audit Committee
(page 39; Accounting policies (pages 49 and
50} and Notes 10 and 17 of the Financiai
Statements (pages 54 to 56)

The valuation of investments and derivatives as
ol the yearend was £704.56m (2017: £655.60m),
comprising £704.99m of investments and
£{0.43)m of net derivatives (2017: £654.0m of
investments and £1.6m of net derivatives).

The valuation of the assets held in the
investmenl porifolio is the key driver of the
Company’s net asset value and total return.

Total unguoted investrnents were £2.5m as at the
year end, comprising £1.5m of investments and
£1.0m of derivatives.

Incorrect asset pricing or a failure to maintain

Our response to the risk

We performed the following procedures:

+  Walked through the investment valuation
process to obtain an understanding of the
design of the controls;

¢ Independently valued 100% of the
investments and derivatives prices in the
portfolio using independent pricing sources;

= Reviewed the valuation methodologies used
by the Fair Vatue Committee and confirmed
they were performed in accordance with
FRS102 and International Private Equity and
Venture Capital Valuation Guidelines;

*  For those investments priced in currencies
other than Sterling we compared the
exchange rates to an independent source;
and

* Agreed 100% of the holdings in the
investment portfolio and derivatives to
third party confirmations received from the
Custodian or Brekers.

Key observations

communicated to
the Audit Commitiece

The results of our
procedures identified
no material error in
the value, existence
and ownership of
investments and
derivatives.

For unquoted
invesiments we
considered the recent
fransaction prices to
be on appropriate
basis for estimating
the fair value.

We noted no
unreconciled
differences between
the Custodian,
Brokers or Depository
confirmations and the

proper legal title of the assets held by the
Company could have a significant impact on
porticlio valuation and, therefore, the return
generated for Shareholders.

Company’s underlying
financial records.

There were no changes in key audit matters in comparison with
the prior year.

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 1o form an opinion on
the Financial Statements, We take into account size, risk profile,
the organisation of the Company and effecliveness of controls,
including controls and changes in the business environment when
assessing the leve! of work o be performed.

Our application of materiality

We apply the concept of materiality in planning and performing
the audit, in evalualing the effect of identified misstatements on
the audit and in forming cur audit opinion.

Materiality

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 Statements.
Materiality provides o basis for determining the nalure and extent
of our audit procedures.

We determined materiality for the Company o be £7.25m
{2017: £6.70m), which is 1% {2017: 1%) of Net Asset Value of

the Company as of 31 August 2018. We believe that Net Assets
Value provides the most impertant financial metric on which
Shareholders judge the performance of the Company and it is a
generally accepted auditing practice for invesiment trust audits.

Performance materiality

The application of materiality at the individual account

or balance level. it is set at an amount {o reduce fo an
appropriately low level the probability that the aggregate of
uncorrected and undetected misstafements 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 moteriality was 75% (2017: 75%)
of our planning materiality, namely £5.44m (2017: £5.1mj}.

We have set performance materiality at this percentage due

to past experience of the audit that indicates a lower risk of
misstatements, both corrected and uncorrected.

Given the importance of the distinction between revenue and
capital for the Company, we have alsc applied o separate
testing threshold for the revenue column of the Income Statement
of £0.78m (2017: £0.70m) being 5% of the Net return on ordinary
activities before taxation.

Reporting threshold
An amount below which identified misstatements are considered
as being clearly trivial.
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We agreed with the Audit Committee that we would report

to them all uncorrected audit differences in excess of £0.36m
{2017: £0.30m}, which is set ol 5% of planning materiality, as well
as differences below that thresheld that, in our view, warranted
reporting on qualitative grounds,

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

Other information

The other information comprises the information included in the
Directors” Repert set out on page 28, other than the Financial
Statements and our Auditor’s report thereon. The Directors are
responsible for the other information.

Our opinion on the Financial Statements does not cover the other
information and, except to the extent otherwise explicitly stated in
this report, we do not express any form of assurance conclusion
thergon,

In connection with our audit of the Financial Statements, 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 audit or otherwise appears to be materially misstated. If
we idenlify such material inconsistencies or apparent material
misstatements, we are required to determine whelher there is a
material misstatement in the Financial Statements or a material
misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement
of the other information, we are required 1o report that fact.

We have nothing to report in this regard.

In this context, we alsc have nothing to report in regard 1o

our responsibility to specifically address the following items in
the other information and to repart as uncorrected material
misstatements of the other information where we conclude that
those items meet the following conditions:

* Fair, balanced and undetstandable, set out on page 37
- the statement given by the Direclors that they consider
the Annual Report and Financiat Statements taken as a
whole is fair, balanced and understondable and provides
the information necessary for Shareholders fo assess the
Company's performance, business model and strategy, Is
materially inconsistent with our knowledge cbtained in the
audit; or

*  Audit Committee reporting, set out on page 38 - the
seclion describing the work of the Audit Committee daes not
appropriately address motters communicated by us to the
Audit Committee; or

« Directors’ Statement of Compliance with the UK
Corporate Governance Code, set out on page 30 - the
parts of the Directors’ Stotement required under the Listing
Rules relating to the Company’s compliance with the UK
Corporate Governance Code containing provisions specified

for review by the auditor in accordance with Listing Rule
3.8.10R{2} do not properly disclose a departure from a
relevant provision of the UK Corporate Governance Code,

Opinions cn other matters prescribed by the Companies Act
2006

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

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

* 1he 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
Slatements; and

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

Matters on which we are required to report by exception

In the light of the knowiedge 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 cpinion:

» 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 Directors’
Remuneration Report to be audited are not in agreement
with the accounting records and returns; or

= certain disclosures of Directors’ rermuneration specified by
law are not made; or

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

Responsibilities of Directers

As explained mare fully in the Statement of Directors’
Responsibilities set out on page 37, 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 Staternents 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 ¢s o
going concern, disclosing, as applicable, matters reloled o going
concern and using the going concern basis of accounting unless
the Directors either intend to liquidate the Compaeny or to cease
operations, or have no realistic alternative but to do se.
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Independent Auditor’s Report to the Members
of Fidelity Special Values PLC continved

Auditor’s responsibilities for the audit of the Financial
Statements

Our objectives are to obtain reasonable cssurance about
whether the Financial Statements as a whole are free from
material misstatement, whether due 1o fraud or error, and to
issue an Auditor’s report that includes our opinicn. Reasonable
assurgnce is @ high level of assurance, bul 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 aggregote, 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 fravd

The objectives ot our audit, in respect to fraud, are: to identity
and assess the risks of material misstatement of the Financial
Statements due to fraud; to oblain sufficient appropriate audit
evidence regarding the assessed risks of malerial misstatement
due to fraud, through designing and implementing appropriate
responses; and to respond appropriately to fraud or suspected
fraud identified during the audit. However, the primary
responsibility for the prevention and detection of fraud rests
with both those charged with governance of the entity and
management.

Our approach was as follows:

=  We obtained an undersianding of the legal and regulatory
frarmeworks that are applicable to the Company and
determined that the most significant are the Companies Act
2006, the Listing Rules, the UK Corporate Governance Code
and Section 1158 of the Corporation Tax Act 2010.

*  We understood how Fidelity Special Values PLC is complying
with those trameworks through discussions with the Audit
Committee and the Compony Secretary and review of the
Company's documented policies and procedures.

*  Wo 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 Stotements.

+ Based on this understanding, we designed our audit
procedures to identify noncomplicnce with such laws
and regulations. Our procedures involved review of the
reporting 1o the Directors with respect to the application of
the documented pelicies and procedures and review of the
Financial Statements to ensure compliance with the reporting
requirements of the Company.

A turther description of our responsibilities for the audit

of the Financial Statements is located on tha Financial
Reporiing Council's website at https://www.frc.org.uk/
auditorsresponsibilities. This description forms part of our
auditer’s report.

Other matters we are required to address

= We were appointed by the Company on 30 November
2015 to audit the Financial Statements for the year ending
31 August 2016 and subsequent financial pericds.

The period of tolal uninterrupted engagement including
previous renewals and reappointments is 3 years, covering
the years ending 31 August 2016 to 31 August 2018.

= The non-audit services prohibited by the FRC’s Ethical
Standard were not provided fo the Company and we remain
independent of the Company in conducting the audit.

* The audit opinion is consistent with the additional report 1o
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 14 of the Companies
Act 2006. Cur audit work has been undertaken so that we might
state to the Company’s members these 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 aceept 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.

Matthew Price

Senior Statutory Auditor

For and on behalf of Ernst & Young LLP
Statutory Auditor

London

31 Oclober 2018

Notes:

1. The maintenance and integrity of the Fidelity International
website is the responsibility of the Directors; the work
carried out by the Auditor does not involve consideration
of these maiters and, accordingly, the auditors cccept no
responsibility for any changes that may have cccurred to the
Financial Statements since they were initially presented on
the website.

2. legislation in the United Kingdom governing the preparation
and dissemination of Financial Statements may differ from
legislation in other jurisdictions.
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Income Statement
for the year ended 31 August 2018

year ended 31 August 2018

year ended 31 August 2017

revenue capital total revenue capital fotal
Notes £'000 £'000 £000 £'000 £000 £'000
Gains on investments 10 - 48,288 48,288 - 99508 29508
(Losses)/agains on long CFDs 11 - {3,022) (3,022) - 4,075 4,075
Losses on short CFDs, futures and
oplicns 11 - {2,718) (2,718) - (2,068) (9,068)
Investment and derivative income 3 22,608 - 22,608 21,146 - 21,146
Other interest 3 366 - 366 268 - 268
Investment management fees 4 {6.707) - {6,707) (6,076) - (6,078)
Other expenses 5 (640) - (640) (615) - (615)
Foreign exchange gains - 418 618 - 229 229
Net return on ordinary activities
before finance costs and taxation 15,627 43,166 58,793 14,723 94 746 109,469
Finance costs é (342) - (342) (346) - (346)
Net return on ordinary activities
before taxation 15,285 43,166 58,451 14,377 Q4,746 109,123
Taxation on return on ordinary
activities 7 (177} - {(177) {284) - (284}
Net return on ordinary activities
after taxation for the year 15,108 43,166 58,274 14,093 24,746 108,839
Return per ordinary share 8 5.70p 16.29p 21.99p 5.33p 35.80p 41.13p

The Company does not have chy other comprehensive income. Accordingly the net return on ordinary activities after taxation for the year
is alsc the tolal comprehensive income for the year and no separate Statement of Other Comprehensive Income has been presented.

The total column of this statement represents the Income Statement of the Company. The revenue and capital columns are
supplementary and presented for information purposes as recommended by the Statement of Recommended Practice issued by

the AlC.

No operations were acquired or discontinued in the year and all items in the above statement derive from continuing operations.

The Notes on pages 48 to 65 form an integral part of these Financial Statements.
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Balance Sheet
as at 31 August 2018
Company number 2972628

2018 2017
Notes £'000 £000
Fixed assets
Investments 10 704,997 653,972
Current assets
Derivative instruments 11 4,939 10,678
Debtors 12 4,043 4,743
Amounts held at futures clearing houses and brokers 2,235 1,386
Fidelity Institutional Liquidity Fund 14,588 11,796
Cash at bank 2,303 1,969
28,108 30,572
Creditors
Derivative instruments 11 (5.371}) (%,003)
Other creditors 13 (2,764) (2,039
{8,135} {11,042)
Net current assets 19,973 19,530
Net assets 724,970 673,502
Capital and reserves
Share capial 14 13,532 13,532
Share premivm account 15 95,940 95,896
Capital redemption reserve 15 3,256 3,25
Other non-distributable reserve 15 5,152 5,152
Capital reserve 15 591,842 543,218
Revenue reserve 15 15,248 12,448
Total Shareholders’ funds 724,970 673,502
Net asset value per ordinary share 16 271.98p 254.63p

The Financial Statements on pages 45 to 65 were approved by the Board of Directors on 31 October 2018 and were signed on its

behait by:

%v@g{@ -~

Andy Irvine
Chairman

The Notles on pages 48 1o 65 form an integral part of these Financial Statements.
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Statement of Changes in Equity

for the year ended 31 August 2018

other total
share capital non- Share-
share premium redemption distributable capital revenue holders’
capital account reserve reserve reserve reserve funds
Notes £°000 £'000 £'000 £°000 £'000 £'000 £'000

Total Shareholders’ funds
at 31 August 2017 13,532 £5,896 3,256 5,152 543,218 12,448 673,502
Issue of ordinary shares 14 - 44 - - 5,458 - 5,602
Net return on ordinary aclivilies
after taxation for the year - - - - 43,166 15,108 28,274
Dividends paid to Shareholders ? - - - - - {12,308) (12,308)
Total Shareholders’ funds
at 31 August 2018 13,532 95,940 3,256 5,152 591,842 15,248 724,570
Total Shareholders’ funds
at 31 August 2016 13,532 95,896 3,256 5,152 450,196 10,259 578,291
Repurchase of ordinary shares 14 - - ~ - (1,724) - (1,724}
Net return on ordinary activities
after taxation for the year - - - - Q4,746 14,093 108,839
Dividends paid to Shareholders 9 - - - - - (11,904) (11,204)
Total Shareholders’ funds
at 31 August 2017 13,532 95,896 3,256 5,152 543,218 12,448 673,502

The Notes on pages 48 1o 65 form an integral part of these Financial Statements.
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Notes to the Financial Statements

1 Principal Activity

Fidelity Special Values PLC is an Investment Company incorporated in England and Wales with a premium listing on the London Stock
Exchange. The Company’s registration number is 2972428, and its registered office is Beech Gate, Millfield Lane, Lower Kingswood,
Tadworth, Surrey, KT20 6RP. The Company has been approved by HM Revenue & Customs as an Investment Trust under Section 1158
of the Corporation Tax Act 2010 and intends to conduct its affairs so as to continue to be approved.

2  Acccunting Policies

The Company has prepared its Financial Statements in accordance with UK Generally Accepted Accounting Proctice (UK GAAP”),
including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of ireland”, issued by the Financial Reporting
Council (“FRC"). The Financial Statements have also been prepared in accordance with the Statement of Recommended Practice:
Financial Statements of Investment Trust Companies and Venture Capital Trusts (“SORP”} issued by the Association of Investment
Companies ("AlC"), in November 2014 and updated in January 2017 with consequential amendments. The Company is exempt

from presenting a Cash Flow Statement as a Statement of Changes in Equity is presented and substantially all of the Company’s
investments are highly liquid and are carried at market value.

a) Basis of accounting - The Financial Statements have been prepared on a geing concern basis and under the histerical cost
cenventicn, except for the measurement at fair value of investments and dervative instruments,

b) Significant accounting estimates and judgements - The Directors make judgements and estimates concerning the future.
Estimates and judgements are continually evaluated and are based on historical experience and other factors, such as expectations
of future events, and are believed to be reasonable under the circumstances. Actucl results may differ from these estimates. The
judgements required in order to determine the appropricte valuation methodology of level 3 financiat instruments have o risk of
causing an adjustment to the carrying amounts of assets. These judgements include making assessments ¢f the possible valuations in
the event of a listing or other marketability related risks.

¢) Segmental reporting - The Company is engaged in a single segment business and, therefore, no segmental reperting is
provided.

d) Presentation of the Income Statement - In order to reflect better the activities of an investment company cnd in accordance
with guidance issued by the AIC, supplementory information which analyses the Income Statement between items of a revenue and
capital nature has been prepared alongside the Income Statement. The net revenue return aiter taxation for the year is the measure
the Directors believe appropriate in assessing the Company’s compliance with certain requirements set out in Section 115% of the
Corporation Tax Act 2010.

e) Income - Income from equity investments is accounted for on the date on which the right to receive the payment is established,
normally the ex-dividend date. Overseas dividends are accounted for gross of any tax deducted at source. Amounts are credited to
the revenue column of the Income Statement. Where the Company has elected to receive its dividends in the form of additional shares
rather than cash, the amount of the cash dividend foregone is recognised in the revenue column of the Income Statement. Any excess
in the value of the shares received over the amount of the cash dividend is recegnised in the capital column of the Income Statement.
Special dividends are treated as a revenue receipt or a capital receipt depending on the facts and circumstances of each particuler
case. Debt security interest is accounted for on an accruals basis and is credited to the revenue column of the Income Statement.

Derivative instrument income received from dividends on long contracts for difference ("CFDs”) and derivative expenses paid s
dividends on short CFDs are accounted for on the date on which the right to receive or make the payment is established, normally the
exdividend date. The amount net of tax is crediled to the revenue column of the Income Statement.

Interest received on CFDs, bank depaosits and money market funds is accounted for on an daccruals basls and is credited to the
revenue column of the Income Statement.

f) Management fees and other expenses - Management fees and other expenses are accounted for on an accruals basis and are
charged in full to the revenue column of the Income Statement.

g} Functional currency and foreign exchange - The Directors, having regard to the Company’s share capital and the predominant
currency in which its investors operate, have determined its functional currency to be UK sterling. UK sterling is also the currency in
which the Financial Statements are presented. Transactions denominated in foreign currencies are reported in UK sterling at the rate
of exchange ruling at the date of the transaction. Assets and liabilities in foreign currencies are translated at the rates of exchange
ruling at the Balance Sheet date. Foreign exchange gains and losses arising on translation are recognised in the Income Statement as
@ revenue or a capital item depending on the nature of the underlying item to which they relate.
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2 Accounting Policies continued
h) Finance costs - Finance costs comprise inlerest paid on long CFDs, which is accounted for on an accruals basis. Finance costs are
charged in full lo the revenue column of the Income Statement.

i) Taxation - The taxation charge represents the sum of current taxation and deferred taxation.

Current taxation is taxation suffered at scurce on overseas income less amounts recoverable under taxation treaties. Taxation is
charged or credited to the revenue column of the Income Statement, except where it relates to items of a capital nature, in which case
it is charged or credited to the capital column of the Income Statement. Where expenses are allocated between revenue and capital
any tax relief in respect of the expenses is allocated between revenue and copital returns on the marginal basis using the Company’s
effeciive rate of corperation tax for the accounting period. The Company is an approved Investment Trust under Section 1158 of the
Corporation Tax Act 2010 and s not liable for UK taxation on capital gains.

Deferred taxation is the taxation expected to be payable or recoverable on timing differences between the treatment of certain items
for accounting purposes and their treatment for the purposes of computing taxable profits. Deferred taxation is based on tax rates that
have been enacted or substantively enacted when the laxation is expected 1o be payable or recoverable. Deferred tax assets are
only recegnised if it is considered more likely than not that there will be sufficient future taxable profits to utilise them.

j} Dividend paid - Dividends payable to equity Shareholders are recognised when the Company’s obligation 1o make payment is
established.

k} Investments - The Company’s business is investing in financial instruments with a view to profiting from their total return in the
form of income and capital growth. This portfolio of investments is managed and its performance evaluated on a fair value basis, in
seecordance with a documented investment strategy, and information about the porticlio is provided on that basis to the Company's
Board of Directors. Investments are measured at fair value with changes in fair value recognised in profit or loss, in accordance with
the provisions of both Section 11 and Section 12 of FRS 102. The fair value of investments is initially taken to be their cost and is
subsequently measured as follows:

* Llisted investments are valued at bid prices, or last markst prices, depending on the convention of the exchange on which they
are listed; and

= Unlisted investments are investments which are not quoted, or are not frequently traded, and are stated at the Directors’ best
estimate of fair value. The Manager’s Fair Valve Committee, which is independent of the portfolic management team, provides
a recommendation of fair values to the Directors based on recognised valuation techniques that take account of the cost of the
investment, recent arm’s length transactions in the same or similar investments and financial performance of the investment
since purchase.

In accordance with the AIC SORP, the Company includes transaction costs, incidental 1o the purchase or sale of invesiments, within
gains on investments in the capital column of the Income Statement and has disclosed these costs in Note 10.

1) Derivative instruments - When appropriate, permitted transactions in derivative instruments are used. Derivative transactions

into which the Company may enter include long and short CFDs, futures and options. Derivatives are classified as other tinancial
instruments and are initially accounted and measured at fair value on the date the derivative contract is entered into and subsequently
measured ot fair value as follows:

* Long and short CFDs - the difference between the strike price and the value of the underlying shares in the contract;

¢ Futures - the difference between contract price and the quoted trade price; and

* Options - the quoted trade price or the recent transaction price for the contract.
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Notes to the Financial Statements continued

2 Accounting Policies continuved

Derivative instruments continued

Where transactions are used to protect or enhance income, it the circumstances support this, the income and expenses derived are
included in net income n the revenue column of the Income Statement. Where such transactions are used to protect or enhance
capital, it the circumstances support this, the income and expenses derived are included: for long CFDs, as gains or losses on fong
CFDs, and for short CFDs, futures and options as gains or losses on short CFDs, futures and options in the capital column of the
Income Statement. Any positions on such transactions open at the year end are reflected on the Balance Sheet at their fair value
within current assets or creditors,

m) Debtors - Debtors include securities sold for future settlement, accrued income, taxalion reccvercble and other debtors incurred
in the ordinary course of business. If collection is expecled in one year or less (or in the normal operating cycle of the business, i
longer) they are classified as current assets. If not, they are presented as non-current assets. They are recognised initially at fair value
and, where applicable, subsequently measured at amorlised cost using the effective interest rale method.

n) Amounts held at futures clearing houses and brokers - These are omounts held in segregated accounts as collateral on behalf
of brokers and are carried at amortised cost.

o} Fidelity Institutional Liquidity Fund plc - The Company holds an investment in lhe Fidelity Institutional Liguidity Fund plc, a short
term money market fund investing in a diversified range of short term instruments. It is a distributing fund and accordingly the interest
earned is credited to the revenue coclumn of the Income Statement.

p) Other creditors - Other creditors include securities purchased for future settlement, investment management fees and cther
creditors and expenses accrued in the ordinary course of business. If payment is due within cne year or iess (or in the normal
operating cycle of the business, if longer) they are classified as current liabilities. If not, they are presented as non-current liabilities.
They are recognised initially ot fair value ond, where applicable, subsequently measured at amortised cost using the effective interest
rate method.

q) Capital reserve - The following are accounted for in the capltal reserve:

= Gains and losses on the disposal of investments and derivative instruments;

+ Changes in the fair value of investments and derivative instruments held at the year end;

* Foreign exchange gains and losses of a capital nature;

+ [ividends receivable which are capital in nature; and

»  Cests of repurchasing or issuing ordinary shares,

As a result of technical guidance issued by the Institute of Chartered Accountants in England and Wales in TECH 02/10: Guidance on
the determination of realised profits and losses in the context of distributions under the Companies Act 2006, changes in the fair value
of investments which are readily convertible te cash, withoul accepting adverse terms ot the Balance Sheet date, can be treated as
realised. Capital reserves realised and unrealised are shown in aggregate as capital reserve in the Statement of Chonges in Equity
and the Balance Sheet. At the Balance Sheet date the portfolio of the Company consisted of: investments listed on a recognised
stock exchange and derivative instruments, contracted with counterparties having an adequate credit rating, and the portfolio was

considered to be readily convertible o cash, with the exception of the level 3 investments which had unrealised investment holding
losses of £594,000 (2017: gains £895,000).
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3 Income

year ended year ended

31.08.18 31.08.17
£'000 2000
Investment income
UK dividends 13,273 12,339
UK scrip dividends 403 gQ
Overseas dividends 4,282 3,712
Overseos scrip dividends 990 1,254
Debt security interest 29% 564
19,247 17,952
Derivative income/(expenses)
Dividends received on long CFDs 4,2 3,776
Dividends and interest paid on short CFDs (860) (589)
3,361 3,187
Investment and net derivative income 22,608 21,146
Other interest
Interest received on CFDs 79 132
Interest received on bank deposits and money market funds 287 136
564 2648
Total investment and net derivative income and other interest 22,974 21,414

Special dividends of £7,023,000 (2017: £19,174,000) have been recognised in capital.

4 Investment Management Fees

year ended  year ended

31.08.18 31.08.17

£°000 £°000

Portfolio management services 6,107 5,476
Nen-portfolic management services* 600 600
Investment management fees 6,707 6,076

.

Includes company secretarial, fund accounting, taxation, promotional and corporate advisory services.

FIL Investment Services (UK) Limited is the Company’s Allernative Investment Fund Manager and has delegated portfolio management
to FIL Investments International {“FII*). Both companies are Fidelity group companies. Fll charged portiolio management services fees
at an annual rate of 0.875% of net assets. Fees were paid quarterly in arrears and were colculated on the last business day of March,
June, September and December.
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§ Other Expenses

continued

year ended  vyear ended
31.08.18 31.08.17
£'000 £'000
AlC fees 21 21
Custody fees 18 15
Depositary fees 57 52
Directors’ expenses 20 17
Directors’ fees’ 137 120
lLegal and professional fees 73 84
Marketing expenses 139 128
Printing and puklication expenses 86 87
Registrars’ fees 45 46
Fees payable to the Independent Auditor for the audit of the Financial Siatements? 24 24
Sundry other expenses 20 21
640 615
1 Details of the breakdown of Directors’ fees are disclosed In the Directors’ Remuneration Report on page 35
2 The VAT payable on audit fees is included in sundry other expenses.
6 Finance Costs
year ended  year ended
31.08.18 31.08.17
£'000 £000
Interest paid on long CFDs 342 346
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7 Taxation on Return on Ordinary Activities

year ended  year ended
31 August 31 August

2018 2017
£'000 £'000
a} Analysis of the taxation charge for the year
Overseas taxation 177 284
Total taxation charge for the year (see Note 7b) 177 784

b) Factors affecting the taxation charge for the year
The taxation charge for the year is lower than the standard rate of UK corporation tax for an investment trust company of 19.00%
(2017: 19.58%). A reconciliation of tax at the standard rate of UK corperation tax to the taxation charge for the year is shown below:

year ended  year ended
31 Avgust 31 August

2018 2017
£'000 £°000
Net return on ordinary activities before taxation 58,451 109123
Net return on ordinary activities before taxation multiplied by the standard rate of
UK corporation tax of 19.00% (2017.19.58%) 11,106 21,366
Effects of:
Capital gains not taxable™” {8,202) (18,551)
Income not taxable {3.595) (3,368)
Excess management expenses 691 553
Qverseas taxation 177 284
Total taxation charge for the year (see Note 7a) 177 284

*  The Company is exempt from UK taxation on capital gains as it meets the HM Revenue & Customs criteria for an investment company sel out in Section 1159 of the
Corporation Tax Act 2010.

c) Deferred taxation

A deferred tox asset of £11,509,000 (2017 £10,887,000), in respect of excess expenses of £67,703,000 (2017: £64,042,000) available to
be set off against future taxable profits has not been recognised as it is unlikely that there will be sufficient future profits to utilise these
expenses.

8 Return per Ordinary Share

year ended 31 August 2018 year ended 31 August 2017
revenue capital total revenue capital total
Return per ordinary share -
basic and diluted 5.70p 16.29p 21.99p 5.33p 35.80p 41.13p

The returns per ordinary share are based on, respectively; the net revenue return on ordinary activities after taxation for the year
of £15,108,000 (2017: £14,093,000), the net capital return on ordinary activities after taxation for the year of £43,166,000 (2017:
£94,746,000) and the net total return on ordinary activities after taxation for the year of £58,274,000 (2017: £108,839,000), and on
265,040,439 ordinary shares (2017: 264,637,494}, being the weighted average nomber of ordinary shares held outside Treasury in
issue during the year.
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¢ Dividends Paid to Shareholders

continued

year ended  year ended
31.08.18 31.08.17
£'000 £'000
Dividends paid

Interim dividend of 1.85 pence per ordinary share paid for the year ended 31 August 2018 4,902 -
Final dividend of 2.80 pence per ordinary share paid for the year ended 31 August 2017 7.406 -
Interim dividend of 1.80 pence per ordinary share paid for the year ended 31 August 2017 - 4,761
Final dividend of 2.70 pence per ordinary share paid for the year ended 31 August 2016 - 7,143
12,308 11,904

Dividends proposed
Final dividend proposed of 3.15 pence per ordinary share for the year ended 31 August 2018 8,419 -
Final dividend of 2.80 pence per ordinary share paid for the year ended 31 August 2017 - 7,406
8,419 7,406

The Directors have proposed the payment of a final dividend for the year ended 31 August 2018 of 3.15 pence per ordinary share
which is subject to approval by Shareholders at the Annual General Meeting and has not been included as a liability in these
financial statements. The dividend will be paid on 16 January 2012 to Shareholders on the register at the close of business on

7 December 2018 (ex-dividend date 6 December 2018).

10 Investments

2018 2017

£000 £'000
Listed investrments 704,713 47,224
Unlisted investments 284 6,748
Total investments ot fair valye 704,997 653,972
Opening book cost 555,668 469,953
Opening investment holding gains 98,304 69,143
Opening fair valve 683,972 539,096
Movements in the year
Purchases at cost 342,253 333,644
Sales - proceeds (339,518) (318,276)
Sales - gains 53,472 70,347
Movement in investment holding (losses)/gains (5,184) 29,161
Closing fair value 704,997 453,972
Closing book cost 611,877 555,668
Closing investment holding gains 93,120 28,304
Closing fair value 704,997 653972
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10 Investments continued

year ended  vear ended

31.08.18 31.08.17
£'000 £'000

Gains on investments
Gains con sales of investments 53,472 70,347
Investment holding (losses)/gains {5,184) 29,161
48,288 99,508

Investment transaction costs
Transaction costs incurred in the acquisition and dispesal of investments, which are included in the gains on sales of nvestments
above, were as follows:

year ended  year ended

31.08.18 31.08.17

£000 £'000

Purchases transaction costs 1,565 1,167
Sales transaction costs 184 270
1,749 1,437

The portfelio turnover rate for the yvear was 50.6% (2017: 54.2%).

11 Derivative instruments

year ended  year ended

31.08.18 21.08.17
£'000 £'000
{Losses)/gains on long CFDs
Gains on long CFD positions closed 5,755 3,687
Movement on investment holding (losses)/gains {8,777) 388
(3,022) 4,075
Losses on short CFDs, futures and options
Losses on short CFD positions closed (4,027) (320)
Movement on investment holding gains/(losses) on short CFDs 4,835 (3,700)
Losses on futures contracts closed (3.755) (7,647)
Movement on investment holding gains on futures 799 2,601
Movement on investment holding losses on options (570} -
(2,718) (9,066)
2018 2017
fair value fair value
£'000 £'000
Derivative instruments recognised on the Balance Sheet
Derivative instrument assets 4,939 10,678
Derivative instrument liabilities ) {5.371) (9,003)

(432) 1,675
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11 Derivative Instruments continved

2018 2017
gross asset gross asset
fair value exposure fair value exposure
£000 £'000 2000 £000
At the year end the Company held the following derivative
instruments
Long CFDs (2,464) 123,269 6,313 97012
Short CFDs (62) 14,045 (4,897} 27813
Index futures - hedging exposures 1,058 (42,869} 259 (43,745)
Options 1,036 1,036 - -
(432) 95,501 1,675 81,080
12 Debtors
2018 2017
£'000 £000
Securities sold for future settlement 667 1,578
Accrued income 3,176 3,006
Taxation recoverable 155 125
Other debtors and prepayments 45 34
4,043 4,743
13 Other Creditors
2018 2017
£'000 2000
Securities purchased for future settlement 1,257 685
Creditors and accruals 1,507 1,354

2,764 2,039
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14 Share Capital

2018 2017
number of number of

shares £'000 shares £°000
Issued, allotted and fully paid ordinary shares of 5 pence each*
Held outside Treasury
Beginning of the year 264,499,480 13,225 265,349,480 13,267
Ordinary Shares issued out of Treasury 2,050,000 103 - -
Ordinary Shares repurchased into Treasury - - {850,000} (42)
End of the year 266,649,480 13,328 264,499,480 13,225
Held in Treasury"
Beginning of the year 4,145,000 307 5,295,000 765
Ordinary Shares issued out of Treasury (2,050,000) (103) - -
Ordinary Shares repurchased into Treasury - - 850,000 42
End of the year 4,095,000 204 6,145,000 307
Total share capital 270,644,480 13,532 270,644,480 13,532

*  Ordinary Shares held in Treasury carry no rights 1o vole, 1o receive a dividend or to participate in o winding up of the Company

During the year 2,050,000 ordinary shares (2017: nil) were issued out of Treasury, The proceeds from the issue of ordinary shares of
£5,458,000 (2017: nil}) was credited to the capital reserve. The total premivm received in the year on the issue of ordinary shares of
£44,000 (2017: nil) was credited to the share premium account. No ordinary shares were repurchased tnto Treasury during the yeor
{2017: 850,000 shares repurchased at a cost of £1,724,000).

15 Reserves
The share premium account represents the amount by which the proceeds from the issue of ordinary shares has exceeded the cost of
those ordinary shares. It is not distributable by way of dividend. It cannat be used to fund share repurchases.

The capital redemption reserve maintains the equity share capital of the Company and represents the neminal value of shares
repurchased and cancelled. It is not distributable by way of dividend. it carnot be used to fund share repurchases.

The other non-distributable reserve represents an amount transferred in prior years from the warrant reserve. It is not distributable by
way of dividend. It cannot be used to fund share repurchases.

The capital reserve represents realised gains or losses on Investments and derivatives sold, unreclised increases and decreases in the
fair value of investments and derivatives held and other income and costs recognised in the capitcl column of the Income Statement.

It can be used to fund share repurchases and it is distributable by way of dividend. The Board have stated that it has no current
intention to pay dividends out of capital.

The revenue reserve represents retained revenue surpluses recognised through the revenue column of the Income Statement. It is
distributable by way of dividend.

16 Net Asset Valuve per Ordinary Share

The net wsset value per ordinary share is based on net assets of £724,970,000 {2017: £673,502,000) cnd on 266,549,480 (2017:
264,499,480) ordinary shares, being the number of ordinary shares of 5 pence each held cutside Treasury in issue of the year end. [t
is the Company’s policy that shares held in Treasury will only be reissued at o premium to net asset value per share and, therefore,
shares held in Treasury have no dilutive effect.
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17 Financial Instruments and Risk Management

Management of risk

The Company’s investing activities in pursuit of its investment cbjective invclve certain inherent risks. The Board confirms 1hat there

is an ongoing process for identifying, evaluating and managing the risks faced by the Company. The Board with the assistance of

the Manager, has developed a risk matrix which, as part of the internal control process, identifies the risks that the Company faces.
Principal risks identitied are market, share price, discount control, regulatory, cybercrime and investment management risks. Other risks
identified are operational risks, including those relating to third party service providers covering investment management, marketing
and business development, company secretartal, fund administration and operations and support functions. Risks are identified and
graded in this process, together with steps taken in mitigation, and are updaled and reviewed on an ongoing baoss. These risks and
how they are identified, evaluated and managed are shown in the Strategic Report on pages 11 and 12,

This note refers to the identification, measurement and management of risks potentially affecting the value of financial instruments, The
Company’s financial instruments may comprise:

*  Equity shares and bonds held in accordance with the Company’s investment objeclive and policies;
» Derivative Instruments which comprise CFDs, options and fulures on lisled slocks and eguity indices; and
= Cash, liquid resources and short term debtors and crediters that arise from its operations.

The risks identified arising from the Company’s financial instruments are market price risk (which comprises interest rate risk, foreign
currency risk and other price risk), liquidity risk, counterparty risk, credit risk and derivative instrument risk. The Board reviews and
agrees policies for managing each of these risks, which are summarised below. These policies are consistent with those followed last
year.

Market price risk

Interest rate risk

The Company finances its eperations through its share capital and reserves. In addition, the Company has gearing through the use of
derivative instruments. The Board impeses limits to ensure gearing levels are appropriate. The Company is exposed to a financial risk
arising as a result of any Increases in interest rates associated with the funding of the derivative instruments.

Interest rate risk exposure
The values of the Company's financial instruments that are exposed to movements in interest rates are shown below:

2018 2017
£'000 £'000
Exposure to financial instruments that bear interest
Long CFDs - exposure less fair value 125,733 20,699
Exposure to financial instruments that earn interest
Short CFOs - exposure plus fair value 14,003 22,916
Amounts held at fulures clearing houses and brokers 2,235 1,386
Fidelity Institutional Liguidity Fund 14,588 11,796
Cash at bank 2,303 1,969
33,129 38,067

Net exposure to financial instruments that bear interest 92,604 52,632
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17 Financial Instruments and Risk Management continved

Foreign currency risk

The Company does not carry out currency speculation. The Company’s net return on ordinary activities after taxation for the year and
its nel assets can be affected by foreign exchange movements because the Company has income and assets which are denominated
in currencies other than the Company’s functional currency which is UK sterling. The Company can also be subject to short term
exposure from exchange rate movements, for example, between the date when an investment is purchased or sold and the date
when settlement of the transaction occurs.

Three principai areas have been identified where foreign currency risk could impact the Company:
* Movements in exchange rates affecting the value of investments and derivative instruments;

*  Movements in exchange rates affecting short term timing differences; and

* Mavements in exchange rates affecting income received.

Currency exposure of financial assets
The currency exposure profile of the Company’s financial assets is shown below:

2018

fong

investments exposure to

at fair derivative cash at

value instruments’ debtors? bank total
Currency £'000 £'000 £'000 £'000 £'000
Euro 69,730 64,465 177 - 134,372
US dollar 73,316 - 4,684 39 78,039
Canadian dollar 8,390 - - - 8,390
Swiss franc 7,563 - - - 7,563
Cther foreign currencies - 71,286 118 - 7404
UK sterling 545,998 9,685 15,887 2,264 573,834
704,997 81,436 20,866 2,303 809,602
2017

long

investiments exposure to

at fair derivative cash at

value  instruments’ debtors? bank total
Currency £000 £'000 £'000 £000 £'000
Euro 61,847 47954 93 36 109930
US dollar 76,095 - 11,790 15 87900
Canadian dollar 7918 203 - - 8,121
Other foreign currencies - 2,481 200 - 2,681
UK sterling 508,112 2,629 5,842 1,918 518,501
653,972 53,267 17,925 1,969 727133

1 The exposure to the market of long CFDs and options cfter the netting of hedging exposures.
2 Debtors comprise debtors, amounts held at futures clearing houses and brokers and amounts invested in the Fidelity Institutional Liquidity Fund.
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17 Financial Instruments and Risk Management continued
Currency exposure of finoncial liabilities

The Company finances its investment activities through its ordinary share capital and reserves. The Company’s financial liabilities
comprise short positions on derivative instruments and other creditors. The currency profile of these financial liabilities is shown below:

2018

short

exposure to

derivative other

instruments*® creditors total
Currency £°000 £°000 £'000
Euro 5,697 - 5,597
Other foreign currencies - - -
UK sterling B,468 2,764 11,232
14,065 2,764 16,829
2017

short

exposure to

derivative other

instruments* creditors total
Currency £'000 £'000 £'000
UsS dollar 3,227 44 3,271
Other foreign currencies 15,804 - 15,804
UK sterling 8,782 1,995 10,777
27813 2,039 29,852

*  The exposure lo the market of short CFDs,

Other price risk

Other price risk arises mainly from uncertainty about future prices of financial instrurments used in the Company’s business. It
represents the potential loss the Company might sutfer through holding market positions in the face of price mevements. The Board
meets quarterly to consider the asset allocation of the portfolic and the risk associated with particular industry seclors within the
parameters of the investment objective. The Portfolic Manager is responsible for actively monitoring the existing portfolio selected
in accordance with the overcll asset gllocation parameters described above and seske to ensure that individual stocks also meet
an accepltable risk/reward profile. Other price risks arising from derivalive pesitions, mainly due to the underlying exposures, are
estimated using Value ot Risk and Stress Tests as set out in the Company’s internal Derivative Risk Measurement and Management
Document.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulties in meeting obligations associated with financial liabilties. The
Company's assets mainly comprise readily realisable securities and derivative instruments which can be sold easily to meet funding
commitments it necessary. Short term flexibility is achieved by the use of a bank overdraft, if required.

Liquidity risk exposure
The remaining undiscounted gross cash outflows of the financial liabilities were all repayable within one year and consisted of
derivative instrument liabilities of £5 371,000 (2017: £9,003,000) and other creditors of £2,764,000 (2017: £2,039,000).
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17 Financial Instruments and Risk Management continued

Counterparty risk

Certain derivative instruments in which the Company may invest are not traded on an exchange but instead will be traded between
counterparties based on contractual relationships, under the terms outlined in the Internaticnal Swaps and Derivatives Association’s
("ISDA”) market standard derivative legal documentation. As a result the Company is subject 1o the risk that a counterparty may not
perform ils obligations under the related contract. In accordance with the risk management process which the Manager employs, the
Manager will seek to minimise such risk by only entering into transactions with counterparties which are believed to have an adeguate
credit rating at the time the transaction 7s entered info, by ensuring that formal legal agreements covering the terms of the contract are
entered intc in advance, and through adopting a counterparty risk framework which measures, monitors and manages counterparty
risk by the use of internal and external credit agency ratings and by evaluating derivative instrument credit risk exposure.

For Over the Counter (“OTC")} derivative transactions, collateral is used to reduce the risk of both parties te the contract. Collateral is
managed on a daily basis for all relevant transactions. At 31 August 2018 £8,451,000 (2017: £5,417,000) was held by the brokers in
cash in a segregated colloteral account on behalf of the Company, to reduce the credit risk exposure of the Company. This collateral
comprised of: Deutsche Bank AG £1,270,000 (2017: nil) held in cash denominated in Euros, HSBC Bank Plc £185,000 {2017: nil)

held in cash denominated in UK sterling, and UBS AG £6,996,000 (2017: £5,417,000) held in cash deneminated in US dollars.
£2,235,000 (2017: £1,384,000), shown as amounts held at futures clearing houses and brokers on the Balance Sheet was held by

the Company, in a segregated collateral account, on behalf of the brokers, 1o reduce the credit risk exposure of the brokers. This
collateral comprised of: Goldman Sachs International Ltd £1,400,000 in cash and UBS AG £435,000 in cash (2017: £1,386,000 held
at JPMargan Chase Bank).

Credit risk

Financial instruments may be adversely affected if any of the institutions with which money is deposited suffer insolvency or other
financial difficulties. All transactions are carried cut with brokers that have been approved by the Manager and are settled on a
delivery versus payment basis. Limits are set on the amount that may be due frem any one broker and are kept under review by the
Manager. Exposure to credit risk arises on unsettled security transactions and derivative instrument contracts and cash at bank.

Derivative instruments risk
The risks and risk management processes which result from the use of derivative instruments are set out in a documented Derivative
Risk Measurement and Management Docurment. Derivative instruments are used by the Manager for the following purposes:

» To gain unfunded long exposure to equity markets, sectors or single stocks. Unfunded exposure is exposure gained without an
initic] flow of capital;

* To hedge equity market risk using derivatives with the intention of at least partially mitigating losses in the exposures of the
Company’s portfolio as o result of folls in the equity market;

* To position short exposures in the Company’s portfolio. These uncovered exposures benefit from falls in the prices of shares which
the Portfolic Manager believes to be over valued. These positions, therefore, distinguish themselves from other short exposures
held for hedging purposes since they are expected 1o add risk to the perifolic.

RISK SENSITIVITY ANALYSIS

Interest rate risk sensitivity analysis

Based on the financial instruments held and interest rates at 31 August 2018, an increase of 0.25% in interest rates throughout the
year, with all other variables held constant, would have decreased the return on ordinory activities after taxation for the year and
decreased the net assets of the Company by £232,000 (2017: £132,000}. A decrease of 0.25% in interest rates throughout the year
would have had an equal but opposite effect.

Foreign currency risk sensitivity analysis

Based on the financial instruments held and currency exchange rates at 31 August 2018, a 10% strengthening of the UK sterling
exchange rate against foreign currencies, with all other variables held constant, would have decreased the Company’s net return on
ordinary activities after taxation for the year and decreased the Company’s net assets by £20,516,000 (2017: £17,232,000). A 10%
weakening of the UK slerling exchange rate against foreign currencies would have increased the Company’s net return on crdinary
activities after taxation for the year and increased the Company’s net assets by £25,076,000 (2017: £21,062,000).

Other price risk — exposure to investments sensitivity analysis

Based on the investments held and share prices at 31 August 2018, an increase of 10% in share prices, with all other variables held
constant, would have increased the Company’s net return on ordinary aclivities after taxation for the year and increased the nel assels
of the Company by £70,500,000 (2017: £65,397,000}. A decrease of 10% in share prices would have had an equal and opposite effect.
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17 Financial Instruments and Risk Management continued

Other price risk - net exposure to derivative instruments sensitivity analysis

Based on the derivative instruments held and share prices at 31 August 2018, an increase of 10% in the share prices underlying the
derivative instruments, with all other variables held constant, wouid have increased the Compaeny’s net return on ordinary activities
after taxation for the year and increased the net assets of the Company by £6,737,000 (2017: £2,545,000). A decrease of 10% in share
prices would have had an equal and opposite effect. Details of the Company’s net exposure to derivative instruments are shown in
Note 18 below.

fair Value of Financial Assets and Liabilities

Financial assets and liabilities are stated in the Balance Sheet at values which are not materially different to their fair values. As
explained in Note 2 (k} and () above, investments and derivative instruments are shown at fair value. In the case of cash at bank,
bock value approximates 1o fair value due 1o the short maturity of the instruments.

Fair Valuve Hierarchy
The Company is required to disclose the fair value hierarchy that classifies its financial instruments measured at fair value at one of
three levels, according to the relative reliability of the inputs used to estimate the fair values.

Classification input

Level 1 Valued using quoted prices in active markets for identical assets

Level 2 Valued by reference to valuation technigues using observable inputs other than quoled prices
included within level 1

Level 3 Valued by reference to valuation techniques using inputs that are not based on observable
market datc

Categorisation within the hierarchy has been determined on the basis of the lowest level input that is significant to the fair value
measurement of the relevant assel. The vatuation technigues used by the Company are explained in Note 2 (k) and (). The table
below sets out the Company’s fair value hierarchy:

2018
level 1 fevel 2 level 3 total
Financial assets at fair value through profit or loss £'000 £'000 £'000 £'060
Investments 703,541 - 1,456 704,997
Derivative instrument assets 1,058 2,845 1,036 4,939
704,599 2,845 2,492 709,936

Financial liabilities at fair value through profit or loss
Derivative instrument liabilities - (5.371) - (5,371)
2017
level 1 level 2 level 3 total
Financial assets at fair valuve through profit or ioss £'000 £'000 £'000 2000
Investments 645,625 - 8,347 653,972
Derivative instrument assets 259 10,419 - 10,678
645,884 10,419 8,347 664,650

Financial liabilities at fair valve through profit or loss

Derivative instrument labilities - (%,003) - (9,003)
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17 Financial Instruments and Risk Management continued
The table below sets out the movements in level 3 financial instruments during the year:

year ended  year ended

31.08.18 31.08.17

level 3 levet 3

£000 £'000

Beginning of the year 8,347 5,860
Purchases at cost 144 -
Sales - proceeds (10,548) -
Sales - gains 4,398 -
Investments written off - (&)
Transfers into level 3* 1,640 1,599
Movement in investment holding (losses)/gains (1,489} 894
End of the year 2,492 8,347

*  Financial instruments are transferred into level 3 on the date they are suspended or when they have not traded for thirty days.

GVC Holdings option

The option was issued to Ladbrokes shareholders following the acquisition of Ladbrokes by GVC Holdings in March 2018. The value of
this derivative asset is linked 1o the outcome of the UK Government review of fixed-odd betting terminals. The valuation at 31st August
2018 is based on the last trade price. At 31st August 2018 its foir value was £1,036,000.

Marwyn Valve Investors

Marwyn Value Investors is a closed-ended fund incorporated in the United Kingdom. The fund is highly illiquid and the valuation at
31st August 2018 is based on the indicative bid price in the absence of a last trade price. As at 371st August 2018 its fair value was
£1,172,000.

TVC Holdings
TVC Holdings s an unlisted investment holding company incorporated in Ireland. The valuation at 31st August 2018 is based on the
last trade price. As at 31st August 2018 its fair value was £284,000.

18 Capital Resources and Gearing

The Company does not have any externally imposed capital requirements. The financial resources of the Company comprise its share
capital and reserves, as disclosed in the Balance Sheet on page 46, and any gearing, which is managed by the use of derivative
instruments. Financial resources are managed in accordance with the Company’s investment policy and in pursuit of its investment
objective, both of which are detafled in the Strategic Report on page 9. The principal risks and their management are disclosed in the
Strategic Report on pages 11 and 12 and in Note 17 above.
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18 Capital Resources and Gearing continued
The Company’s gross gearing and net gearing ot the end of the year are shown below:

2018
gross assel exposure net asset exposure
£°000 %’ £'000 %!
Investments 704,997 97.3 704,997 97.3
Options 1,036 0.1 1,036 0.1
long CFDs 123,269 17.0 123,269 17.0
Totol long exposures before hedges 829,302 114.4 829,302 114.4
Less: Index futures - hedging exposures? {42,869) {5.9) (42,869} (5.9
Long exposures after the netting of hedges 786,433 108.5 786,433 108.5
Short exposures - short CFDs 14,065 1.9 (14,065} (1.9)
Exposure after the netting of hedges . 800,498 110.4 772,368 106.6
Shareholders’ funds 724,970 724,970
gross gearing net gearing
Gearing?® 10.4% 6.6%

1 Exposure lo the moarkel expressed as @ percentage of Shareholders” funds.
2 Hedqing exposures reduce exposure to the market and gearing.
3 Gearing is the amount by which Asset Exposure exceeds Shareholders’ funds expressed as a percentage of Shareholders’ tunds.

2017
gross asset exposure net asset exposure
£000 %" £000 %!

lnvestments 653,972 27.1 453,972 971
Long CFDs 97,012 14.4 27,012 14.4
Total long exposures before hedges 750,984 1115 750,984 1115
Less: Index futures - hedging exposures? (43,745) (6.5) {43,745) (6.5}
Long exposures after the netting of hedges 707,239 105.0 707,239 105.0
Short exposures — short CFDs 27,813 4.1 {27,813) (4.1}
Exposure after the netting of hedges 735,052 109.1 679,426 100.9
Shareholders’ Funds 673,502 673,502

gress geanng net gearing
Gearing® 91% 0.9%

1 Exposure to the market expressed s a percentage of Shareholders’ funds.
2 Hedging exposures reduce exposure to the markel and gearing
3 Gearing is the amount by which Assel Exposure exceeds Shareholders’ funds expressed as a percentage of Shareholders” funds.
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19 Transactions with the Manager and Related Parties

FIL Investment Services (tJK) Limited is the Company’s Alternative Investment Fund Manager and has delegated portiolio management
and 1he role of company secrefary to FIL Invesiments International {“FII”). Both companies are Fidelity group companies. Details of the
fee arrangements are given in the Directors’ Repert on page 27 and in Note 4 above. During the year fees for portfolio management
services of £6,107,000 (2017: £5,476,000) and fees for non-porifolioc management services of £600,000 (2017: £600,000) were payable
to Fll. Non-portfolic management fees include company secretarial, fund accounting, taxation, prometional and corporate advisory
services. At the Balance Sheet date, fees for portiolio management services of £1,083,000 (2017: £967,000) and tees for nonportfolio
management services of £100,000 (2017: £100,000) were accrued and included in other creditors, Fll also provides the Company with
marketing services, The total amount payable for these services during the year was £139,000 {2017: £128,000}. At the Balance Sheet
date £7,000 (2017. £25,000) for marketing services was accrued and included in other creditors.

Disclosures of the Directors’ interests in the ordinary shares of the Company and Directors’ fees and taxable benefits relating to
reasonable travel expenses paid to the Directers are given in the Directors’ Remuneration Report on pages 35 and 34. In addition
to the fees and taxable benefits disclosed in the Directors’ Remuneration Report on page 35, £15,000 (2017: £14,000) of Employers'
National insurance Contributions was also paid by the Cempany.

20 Alternative Performance Measures

Total return is considered to be an alternative performance measure (os detfined in the Glossary of Terms on page 75). NAV total
return includes reinvestment of the dividend in the NAV of the Company on the ex-dividend dates. Share price total return includes the
reinvestment of the net dividends in the months that the share price goes ex-dividend.

The tables below provide information relating to the NAVs and share prices of the Company, the impact of dividend reinvestments and
the total returns for the years ended 31 August 2018 and 31 August 2017.

Net asset Share
2018 valve price
NAV at 31 August 2017 254.63p 246.50p
NAV at 31 August 2018 271.98p 276.00p
Change in the year +6.8% +12.0%
Impact of dividend reinvestments +1.9% +2.0%
Total return for the year +8.7% +14.0%

Net asset Share
2017 value price
NAV at 31 August 2016 217.94p 196.25p
NAV at 31 August 2017 254.63p 246 50p
Change in the year +16.8% +25.6%
Impact of dividend reinvestments +2.3% +2.5%

Total return for the year 191% 28.1%
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Financial Calendar

The key dates in the Company’s calendar are:

31 August 2018 - Financial Year End

31 Cctober 2018 - Announcement of the annual results for the year ended 31 August 2018

6 December 2018 - Exdividend Date

7 December 2018 - Dividend Record Date

12 December 2018 - Annual General Meeting

16 January 2019 - Payment of Final Dividend

28 February 2019 - Half-Year End

April 2019 - Announcement of the Half-Yearly Results for the six months to 28 February 2012

May 2019 - Ex-Dividend and Dividend Record Date

June 2019 - Payment of Interim Dividend
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Notice of Meeting

Naotice is hereby given that the Annual General Meeting of
Fidelity Special Values PLC will be held at 25 Cannon Street,
London EC4M 5TA on 12 December 2018 at 11.30 am for the
following purposes:

1. To receive and adopt the Annual Report and Financial
Statements for the year ended 31 August 2018.

2. To declare that a final dividend for the year ended
31 August 2018 of 3.15 pence per ordinary share be paid
to Shareholders on the register as at close of business on
7 December 2018.

3. To re-elect Mr Andy Irvine as a Directer.

4, To re-elect Mrs Sharon Brown as a Director.

5. To re-elect Mr Dean Buckley as a Director.

6. To re-elect Mr Nigel Foster as a Director.

7. To re-elect Ms Nicky McCabe cs a Director.

8. To approve the Direclors’ Remuneration Report (excluding

the section headed The Remuneration Policy set out on page

24) fer the year ended 31 August 2018,

9. To reappeint Ernst & Young LLP as Auditor of the Company tc
hold cffice until the conclusion of the next general meeting at

which financial stotements are laid before the Company.

10. To authorise the Directors to determine the Auditor’s
remuneralion.

To consider and, if thought fil, pass the following special
business resolutions of which Resolution 11 will be proposed
as an ordinary resolution and Resolutions 12 and 13 as special
resolulions.

Authority to allot shares and disapply of pre-emption rights
Resolutions 11 and 12 will, if approved, authorise the Directors
to allot a limited number of new ordinary shares {or to sell any
ordinary shares which the Company elects to hold in Treasury}
for cash without first offering such shares 1o existing crdinary
Shareholders pro rata to their existing holdings. The limit set

by the Board is 10% of the number of ordinary shares of the
Company {including Treasury shares} in issue on 31 October
2018. The Directors will only issue new ordinary shares, or
dispose of ordinary shares held in Treasury, under this authority
in order o take advantage of opportunities in the market as
they arise and only if they believe it is advantagecus to the
Company's Shareholders to do so. Any crdinary shares held

in Treasury would be re-issued at no less than net asset value

{(“NAV") per share or at a premium to NAV per share. This would
ensure that the net effect of repurchasing and then re-issuing the

ordinary shares would enhance NAV per share.

11. THAT the Directors be and they are hereby generally and
unconditionally quthorised in accordance with Section 551
of the Companias Act 2006 (lhe "Act”) to exercise alf the
powers of the Company to allot shares in the Company or

to grant rights to subscribe for or to convert any security

into shares in the Compary (“relevant securities”) up to an
aggregate nominal amount of £1,353,222 {approximately
10% of the aggregate nominal amount of the issued share
capital of the Company (including Treasury shares) as ot

31 October 2018) and so that the Directors may impose any
limits or restrictions and make any arrangements which they
consider necessary or appropriate to deal with Treasury
shares, fractional entittements, record dates, legal, regulatory
or practical problems in, or under the laws of, any territory or
any other matter, such authority to expire at the conclusion of
the next Annual General Meeting ("AGM”") of the Company
or the date 15 months after the passing of this resolution,
whichever is the earlier, but so that this authority shall allow
the Company to make offers or agreements before the
expiry of this authority which would or might require relevant
securities to be allotted after such expiry as if the authority
conferred by this resolution had not expired. All previous
unexpired authorities are revoked, but without prejudice to
any allotment of shares or grant of rights already made,
offered or agreed to be made pursuant to such authorities,

12. THAT, subject to the passing of Resclution 11, set oul above,
the Directors be and they are hereby authorised, pursuant
to Secticns 570-573 of the Act to allot equity securities {as
defined in Section 560 of the Act) for cash pursuant to the
authority given by the said Resclution 12 and/cr to sell
ardinary shares held by the Company as Treasury shares for
cash, as if Section 561 of the Act did not apply to any such
allotment or sale, pravided that this power shall be limited:

a) to the allotment of equity securities or sale of Treasury
shares up to an aggregate nominal amount of
21,353,222 (opproximately 10% of the cggregate
nominal amount of the issued share capital of the
Company {including Treasury shares) as at 31 October
2018); and

b) by the condition that allotmenis of equity securities or
sales of Treasury shares may only be made pursuant
to this authority at a price of not less than the NAV per
share,

and this power shall expire ot the conclusion of the next
AGM of the Company or the date 15 months affer the
passing of this resolution, whichever is the earlier, save
that this authority shall allow the Company to make offers
or agreements before the expiry of this authority, and the
Directors may allot equity securities in relation to such an
cffer or agreement as if the authority conferred by this
resclution had not expired.

Authority to repurchase shares

Resolution 13 is a special resclution which, if approved, will
renew the Company’s authority to purchase up to 14.99% of

the number of ordinary shares in issue (excluding Treasury
shares) on 31 October 2018 either for immediate cancellation
or for retention as Treasury shares, at the determination of the
Board. Once shares are held In Treasury, the Directors may only
dispose of them in accordance with the relevant legislation by
subsequently selling the shares for cash or cancelling the shares.
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Notice of Meeting continued

Purchases of ordinary shares will be at the discretion of the
Board and within guidelines set from time to time by the Board
in the light of prevailing market conditions. Purchases will only
be made in the market at prices below the prevailing NAV per
share, thereby resulting in an increased NAY per share.

13. THAT the Company be and is hereby generally and
unconditionally autherised in accordance with Section 701 of
the Companies Acl 2006 (the “Act”) to make market purchases
{within the meaning of Section 693 of the Act) of ordinary shares
of 5 pence each ("the shares”) in the capital of the Company
provided that:

a) the maximum number of shares hereby authorised to be
purchased shall be 40,064,444;

b} the minimum price which may be paid for a share is
5 pence;

c) the maximum price which may be paid for each share is
the higher of:

i} an amount equal to 105% of the average of the
middle market quotaticns for a share taken from
the London Stock Exchange Official List for the five
pusiness days Immediately preceding the day on
which the share is purchased; and

iiy the amount stipulated by Regulatory Technical
Standards adopted by the European Commission
pursuant to Article 5(6) of the Market Abuse
Regulation (EU) No. 596/2014,

d) the authority hereby conferred shall expire at the
cenclusion of the next AGM of the Company unless such
authority is renewed prior to such time; and

e) the Company may make a contract to purchase shares
under the cuthority hereby conferred prior to the expiry
of such authority which will or may be executed wholly
or partly atter the expiration of such authority and
may make a purchase of shares pursuant to any such
contract.

By Order of the Board

FIL Investments Internaticnal
Secretary

31 October 2018

Notes:

1.

2.

Members are entitled to appoint a proxy to exercise all or
any of their rights to attend and to speak and vote on their
behalf ot the meeting. A Shareholder may appoint more
than one proxy in relation to the AGM provided that each
proxy is appocinted tc exercise the rights attached tc a
different share or shares held by that Shareholder. A proxy
need not be a Shareholder of the Company, but must attend
the AGM to represent you. To appoint a proxy go to www.
signaishares.com. If you need help with appointing a proxy
online or require a paper proxy form, please contact our
Registrar, Link Asset Services, on +44 (0) 371 664 0300, calls
are charged at the standard geographic rate and will vary
by provider. Calls from cutside the United Kingdom will be
charged at the applicable international rate. Lines are open
between 09:00 - 17:30, Monday to Friday excluding public
holidays in England and Wales.

To appoint a proxy via the shore portal at
www.signalshares.com, you will need to log in to your
share portal account or register if you have not previously
dane so. To register you will need your Investor Code

which can be found on your share certificate or dividend
confirmation or by contacting cur Registrar, Link Asset Services
{delails above). In the case of CREST members, you can vote
by utilising the CREST electronic proxy appcintment service
in accordance with the procedures set out in note 5 below.

To be valid, an online proxy appeintment or other instrument
appointing a proxy must be received by our Registrar, Link
Asset Services, no later than 11:30 on Menday 10 December
2018 or no later than 48 hours before any adjourned
meeting, excluding nen-business days. The appeintment of
proxy will not prevent a Shareholder attending the General
Meeting and voting in persen if he/she wishes to do so.

In the case of joint holders, the vote of the senior who
tenders the vote shall be accepled to the exclusion of the
votes of the other joint holders and for this purpose, seniority
shall be determined by the order in which the names stand
in the Register of Members.

To appoint a proxy or to give or amend an instruction to

a previously appointed proxy via the CREST system, the
CREST message must be received by the issuer’s agent
RA10 by 11:30 on 10 December 2018. For this purpose, the
time of receipt will be taken to be the lime (as determined
by the timestamp applied to the message by the CREST
Applications Host) from which the issuer’s agent is able

to retrieve the message. Alter this time any change of
instructions to a proxy appointed through CREST should

ke communicated to the proxy by other means. CREST
Perscnal Members or other CREST sponscred members and
those CREST Members who have appointed voting service
provider(s) should contact their CREST sponser or voting
service provider(s) for assistance with appointing proxies
via CREST. For further informaticn on CREST procedures,
limitations and syslems timings pleose refer to the CREST
Manual. We may treat as invalid a proxy appointment sent
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by CREST in the circumstances set out in Regulation 35(5)
{a} of the Uncertificated Securities Requlations 2001. In any
case your proxy form must be received by the Company’s
Registrar no later than 11:30 on 10 December 2018.

All members are entitled o attend and vote at the AGM
and ask questions. The right to vole at the meeting will be
determined by reference to the Register of Members as at
close of business on 10 December 2018.

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 (@ “Nominated Person”) may, under
an agreement between him and the member by whom he
was nominated, have a right to be appointed {cr to have
someone else appointed} as a proxy for the meeting. If @
Nominated Person has no such proxy appointment right

or does not wish to exercise it, he may, under any such
agreement, have a right to give instructions to the member
as to the exercise of voting rights. The statement of the rights
of rmembers in relation o the appointment of proxies in
Note 1 above does nct apply to Nominated Persens. The
right described in that paragraph can only be exercised by
members of the Company.

If the Chairman, as a result of any proxy appeintments, is
given discretion as to how the votes which are the subject
of those proxies are cast and the voting rights in respect

of those discretionary proxies, when added to the interests
in the Company’s securities already held by the Chairman,
result in the Chairman holding such number of voting rights
that he has o notifiable obligation under the Disclesure and
Transparency Rules, the Chairman will make the necessary
notifications to the Compeny and the Financial Conduct
Authority. As a result, any member holding 3% or more of
the voting rights in the Company who grants the Chairman a
discretionary proxy in respect of some or all of those voting
rights and so would otherwise have a notification obdigation
under the Disclesure and Transparency Rules, need not make
separate notification to the Company and the Financial
Conduct Authority,

Pursuant to Regulation 41 of the Uncertificated Securities
Regulations 2001, the Company has specified that to be
entitled to ottend and vote at the AGM (and for the purpose
of determining the number of votes they may cast), members
must be entered on the Register of Members by close of
business on 10 December 2018. If the meeting is adjourned
then, to be so entitted, members must be entered on the
Register of Members by close of business on the day two
days before the time fixed for the adjourned meeting, or, if
the Company gives notice of the adjourned meeting, ct any
other time specified in that notice.

10. As at 31 Octeber 2018 (the latest praclicable date prior
to the publication of this document) the Company’s issued
share capital consisted of 270,644,480 ordinary shares
(including Treasury Shares). The number of Treasury shares
held by the Company was 3,370,000. Therefore, the total
number of shares with voting rights in the Company as at
31 October 2018 was 267,274,480,

11. Any corperation which is @ 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.

12. Shareholders and any proxies or representatives they
appeint understand that by otfending the meeting they
are expressly agreeing that they are willing to receive any
communications, including communications relating to the
Company’s securities, made ct the meeting.

13. It is pessible that, pursuant to requests made by members of
the Company under Section 527 of the Companies Act 2006,
the Company may be required to publish on ils website a
statement setting out any matter relating to the audit of the
Company’s accounts (including the Auditor’s report and the
conduct of the audit) that is to be laid before the AGM or
any circumnstance connected with an Auditor of the Company
ceasing to hold office since the previous meeting at which
the Annual Report and Financial Statemenis were [gid. The
Company may not require the Sharehclders requesting any
such website publication to pay its expenses in complying
with such requests. Where the Company is required to
place a statement on a website under Section 527 of the
Companies Act 2006, it must forward the statement to the
Company’s Auditor not later than the time when it makes
the stotement available on the website. The business which
may be deal with at the AGM includes any statement that
the Company has been required under Section 527 of the
Companies Act 2006 to publish on its website.

14. No Director has a service contract with the Company.
15, A copy of this nolice and other information required by
Section 311A of the Companies Act 2006 is published on the

Company’s website at www.fidelityinvestmenttrusts.com.

Registered office: Beech Gate, Millfield Lane, Lower Kingswood,
Tadworth, Surrey KT20 6RP.
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Shareholder Information

Investing in Fidelity Special Values PLC

Fidelity Special Values PLC is a company listed on the

Ltondon Stock Exchange and you can buy its shares through a
stockbroker, share shop or bank. Fidelity also offers a range of
options, so that you can invest in the way that is best for you.
Details of how to invest can be found on Fidelity’s website at
www.fidelityinvestmenttrusts.com

CONTACT INFORMATION

Shareholders should contact the appropriate administrator
using the contact details given below. Links to the
websites of major platforms can be found enline at
www.fidelityinvestmenttrusts.com

Shareholders on the main share register

Contact Link Asset Services, Registrar to Fidelity Special
Values PLC, The Registry, 34 Beckenham Road, Beckenham,
Kent BR3 47U

Telephone: 0371 684 0300 (cclls are charged at the standard
geographic rate and will vary by provider. Calls cutside the
United Kingdom will be charged at the applicable international
rate. Lines are open 2:.00 - 17:30, Menday to Friday excluding
public holidays in England and Wales).

Emgcil: enquiries@linkgroup.co.uvk

Details of individual shareholdings and other information can
also be obtained enline from the Registrar's Share Portal at
www.signalshares.com, Shareholders are able to manage their
shareholding cnline by registering for the Share Portal, a free
and secure cnline access service. Facilities include:

Account Enquiry - Shareholders can access their personal
sharehelding, including share transaction history, dividend
payment history and obtain an up-to-date shareholding valuation.

Amendment of Standing Data - Shareholders can change their
registered postal address and add, change or delete dividend
mandate instructions. Sharehelders can also download forms
such as change of address, stock transfer and dividend mandate
forms as well as buy and sell shares in the Company.

Should you have any gueries in respect of the Link Share Portal,
contact the helpline on 0371 664 0300 (calls are charged at

the standard geographic rate and will vary by provider. Calls
outside the United Kingdom will be charged at the applicable
international rate. Lines are open 9:00 - 17:30, Monday to Friday
excluding public holidays in England and Wales).

Link Share Dealing Service

Link Asset Services offer a low cost share dealing service

lo buy or sell shares. Further information is available at

www linksharedeal.com, or by telephcning D371 664 0445
{calls are charged at the standard geographic rate and will vary
by provider. Calls outside the United Kingdom wiil be charged
at the applicable internaticnal rate. Lines are open 8:00 - 16:30,
Monday to Friday excluding public helidays in England and

Wales). The Link Share Deaiing Services allows you to deal in the
shares of other companies for which Link Asset Services acts as
Registrar, provided you are already a Sharehelder in the relevant
company, and that company offers the Share Decl facility to its
Sharehoclders.

Dividend Reinvestment Plan

Link Asset Services offers a Dividend Re-investment Plan which is
a cenvenient way for Shareholders to build up their shareholding
by using their dividend money to purchase additional shares

in the Company. The Plan is provided by Link Asset Services, a
trading name of Link Market Services Trustees Limited which is
authorised and regulated by the Financial Conduct Authority.

For more information and an application pack call

0371 664 0381 between 2:00 - 17:30 Meondoy to Friday. Calls
are charged at the standard geographic rate and will vary by
provider. Calls outside the UK will be charged ot the cpplicable
international rate. Alternatively you can email: shares@link.co.uk
or log on to www.signalshares.com.

Fidelity Platform Investors

Contact Fidelity, using the freephone numbers given opposite, or
by writing to: UK Cuslemer Service, Fidelity International, Oakhill
House, 130 Tonbridge Road, Hildenborough, Tonkridge, Kent
TN11 9DZ.

Website: www.fidelity.co.uk/its.

Private investors: call free on 0800 41 41 10, 9:00 - 18:00,
Monday to Saturday.

Financial advisers: call free on 0800 41 41 81, 08:00 - 18:00,
Monday to Friday.

General enquiries

General enquiries should be made to the Secretary, at the
Company’s registered office: FIL Investments International,
Investment Trusts, Beech Gate, Millfield Lane, Lower Kingswood,
Tadworth, Surrey KT20 6RP.

Telephone: 01732 361144
Email: investmenttrusts@fil.com
Website: www.fidelityinvestmenttrusts.com

If you hold Fidelity Special Vatues PLC shares in an account
provided by Fidelity International, you will receive a report every
six months detailing all of your transactions and the value of your
shares.

ShareGift

You may donale your shares to charity free of charge through
ShareGift. Further details are available ot www.sharegift.org.uvk
or by telephoning 020 7930 3737.
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General Data Protection Regulation {"GDPR™)

What personal data is collected and how it is used

The Company is an investment trust which is a public limited company and has certain regulatory obligotions such as the
requirement to send documents to its Shareholders, for example, the Annual Report, proxy forms and other documents that relate
1o meetings of the Company. The Company will therefore collect Shareholders’ personal dala such as names, addresses and
identification numbers or investor codes and will use this personal dala to fulfil its statutory obligations.

Any perscnal data collected will be kept securely on computer systems and in some circumstances on paper. Personal information
is kept secure in line with Fidelity’s Information Security policies and standards. If you are unhappy with how we have used your
personal data, you can complain by contacting the UK Dala Frotection Officer at Fidelity International, Beech Gate, Millfield Lane,
Surrey KTZ0 4RP.

Sharing personal data

In order to assist the Company in meeting its statutory requirements, the Company delegates certain duties around the processing
of this data to its third party service providers, such as the Company’s Registrar and Printers. The Company has appointed
Fidelity to undertake marketing activities for the Company and their privacy statement can be found on the Company website at
hitps://investment-trusts. fidelity.co.uk/security-privacy/

The Company’s agreements with the third porly service providers have been updated to be compliant with GDFR requirements.
The Company confirms to its Shareholders that their data will not be shared with any third party for any other purpose, such as for
marketing purposes. In some circumstances, it may be necessary to transfer Shareholders’ perscnal data across national borders
to Fidelity Group entities operating in the European Economic Area (“EEA"). Where this does occur, the European standard of
protections will be applied 1o the personal data that is processed. Where personal data is transferred within the Fidelity group but
outside of the EEA, that data wil: subsequently receive the same degree of protection as it would in the EEA.

How long will personal data be kept for?
We will keep the personal data for as long as is necessary for these purposes and ne longer than we are legally permitted to do so.

Requesting access, making changes to your personal data and other important information
Shareheclders can access the information that the Company holds about them or ask for it to be corrected or deleted by contacting
Fidelity's UK Data Protection Officer, Fidelity International, Beech Gate, Millfield Lane, Surrey KT20 6RP.
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Shoreholder Information continued

Managers and Advisors

Alternative Investment Fund Manager
(AIFM/the Manager)

FIL Investment Services (UK} Limited
Qakhill House

Registrar

Link Asset Services
The Registry

34 Beckenham Rocd

Lawyer

Dickson Minto W.S.
Broadgate Tower
20 Primrose Street

130 Tonbridge Road London Beckenham
Hildenborough EC2A 2EW Kent
Tonbridge BR3 47U
Kent Banker and Custedian
TN11 9DZ JPMoergan Chase Bank (London Branch)
125 London Wall
Portfolio Manager, Secretary and London
Registered Office EC2Y 5A)
FIL Investments International
Beech Gate Depositary
Millfield Lane J.P. Morgan Europe Limited
Lower Kingswood 25 Bank Street
Tadworth London
Surrey E14 5]P
KT20 6RP

Email: investmenttrusts@fil.com
Cenkos Securities plc
Independent Auditor

Ernst & Young LLP London
25 Churchilt Place EC2R 7AS
Lendon

E14 5EY

6,78 Tokenhouse Yard

Financial Adviser and Stockbroker

Company Information

The Company was launched on 17 November 1994. The original
subscription price was £1 for each ordinary share of 25 pence
each. Following the sub-division of ordinary shares on a five for
one basis on 29 June 2015, the Company’s share capital now
comprises ordinary shares of 5 pence each and the restated
original subscription price is 20 pence for each ordinary share.

The Company is ¢ member of The Association of investment
Companies ("AlIC") from whom general information on investment
trusts con be obtained by telephoning 020 7282 5555 (email:
enquiries@theaic.co.uk).

Price Information

The mid-market price of the ordinary shares is published daily in
The Financial Times under the heading “Investment Companies”.
The ordinary share price is also published in the Times, The Daily
Telegraph and The Independent. You can also obtain current
price infoermation by telephoning Fidelity on 0800 41 41 10
{freephone) or FT Cityline on 0905 817 1690 (voice activated
service) (calls charged at 60p per minute on a per second basis
from a BT landline. Charges from other telephone networks may
vary}. The Reuters cade for Fidelity Special Values PLC is FSV.L,
the SEDCL is BWXC7YZ and the ISIN is GBOGBWXC7Y93.

Net Asset Valve (“NAY"} Information
The NAV of the Company is calculated and released 1o the
London Stock Exchange on a daily basis.

UK Capital Gains Tax

Ali UK individuals under present legislotion are permitted to
have £11,700 of capital gains in the current tax year 2018/2019
(2017/2018: £11,300) betore being liable for capital gains tax.
Capital gains fox is charged at 10% and 20% dependent on the
total amount of taxable income.



73

Annual Report 2018 | Fidelity Special Values PLC

Alternative Investment Fund Manager’s
Disclosure

In compliance with the Alternative Investment Fund Managers Directive ("AIFMD"), the Board has appointed FIL Investrnent Services
{UK) Limited (“FISL"} (a Fidelity group company) as the Company’s Alternative Investment Fund Manager ("AIFM”). FISL has delegated
the pertfolic managernent and company secretarial function to FIL Investments International {(another Fidelity group company). Details
of the Management Agreement can be found in the Directors’ Report on page 27.

The table below discloses information required by the Alternative Investment Fund Managers Regulations 2013,

AIFM Role and Responsibility

AIFMD Disclosure

Investment The AIFM provides portfelio management of Details of the Company’s investment objective,
management assets and investment advice in relation to 'the strategy and investment policy, including limits, are

assets of the Company. It has delegated this on pages 9 and 10.

function to FIL Investments International.

The Board remains responsible for setting the

investment strategy, investment policy and

investment guidelines and the AIFM operates

within these guidelines.
Risk The AIFM has a responsibility for risk The AIFM has an engoing process for identifying,
management management for the Company which is in evaluating and managing the principal risks faced

addition to the Beard’s corporate gavernance
responsibility for risk management.

The Company has a Risk Management Process
Document which is agreed with the Board and
demonstrates that risk management Is separated
functionally and hierarchically from operating units
and demonstrates independence safeguards. The
Manager maintains adequate risk management
systems in order te identify, measure and monitor
all risks at least annually under AIFMD. The
Manager is responsible for the implementation

of various risk activities such as risk systems, risk
profile, risk limits and testing.

The Board, as part of UK corporate governance,
remains responsible for the identification of
significant risks and for the ongoing review of the
Company’s risk management and internal control
processes.

by the Company and this is regularly reviewed

by the Beard. The Beard remains responsible for

the Company’s system of internal contrel and for
reviewing its effectiveness. Further details can be
found in the Strategic Report on page 11 and in Note
17 to the Financial Statements on pages 58 to 63.

Valuation of
illiquid assets

The Directive requires the disclosure of the
percentage of the Alternative Investment Fund’s
assets which are subject to special arrangements
arising from their illiguid nature and any new
arrangements for managing the liguidity of the
Company.

Not Applicable.
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mIFM Role and Responsibility

AIFMD Disclosure

Leverage The Company uses leverage to increase its The maximum leverage limits are 1,80 for the Gross
exposure primarily to UKisted companies and Method of colculating leverage and 1.50 for the
currently holds derivative instruments. The AlFM Commitment Method,
has set maximum levels of leverage that are
reasonable. It has implemented systems to At 31 August 2018, actual leverage was 1.24 for the
calculate and menitor compliance against these Gross Method and 1.18 for the Commiiment Method.
limits and has ensured that the limits have been
complied with ot all times.

There are twe methods of calculating leverage

- the Gross Method which does not reduce
exposure for hedging; and the Commitment
Method which does reduce exposure for hedging.

Liquidity The AIFM, in consultation with the Beard, No new arrangements for managing the liquidity of

management maintains a liquidity management policy which is the Company have been madeé. Further details can
considered at least annually. be found in Note 17 on page 40.

Remuneration The AIFM cperales under the ierms of Fidelity Details of Fidelity International’s Global Remuneration

of the AIFM International’s Global Remuneration Policy. Policy can be found ot www.fidelityinternational.

This ensures that the AlFM complies with the
requirements of the FCA’s Rermunerction Code
(SYSC19A); the AFM Remureration Code
(8YSC19B) and the BIPRU Remuneration Code
(SYSC19C}.

com/global/remuneration/detault.page

EU Securities Financing Tronsactions Regulations ("SFTR")
The following disclosures relate to contracts for ditference (“CFDs”) held by the Company which may be considered Total Return
Swaps undger the SFTR, which came into force on 12 January 2014.

As at 31 August 2018 all CFDs were contracted bilaterally with open maturities:

Collateral Collateral

Fair Value Percentage of Granted Received

Broker £'000 Net Assets £'000 £'000
Deutsche Bank AG (UK) 710 0.10% 1,270 -
Goldman Sachs International {UK) (2,052) (0.28%) - 1,600
HSBC Bank plc (UK) 64 0.01% 185 -
UBS AG (1,249 (0.17%) 6,996 635

Collateral granted was denominated in Euros, UK sterling and US Dollars and held in a segregated account on behalf of the
Company with a maturity of one day. The total return for the year ended 31 August 2018 from CFDs was a gain of £884,000.
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Glossary of Terms

AlF
Alternative Investment Fund {“AlF"). The Company is an AlF.

AIFM

Alternative Investment Fund Manager ("AIFM”}. The Board has
appointed FIL Investment Services (UK} Limited to act as the
Company's AlFM/the Manager.

AIFMD
The Alternctive Investment Fund Managers Directive (“AIFMD”) is
a European Union Directive impiemented on 22 July 2014,

Alternative Performance Measures
The Company uses the following Alternative Performance
Measures which are all defined in this Glossary of Terms:

»  Discount/Premium;

* Net Asset Value (NAV) per Share;

* Ongoing Charges;

¢ Return (Revenue, Capital and Total Returns); and

= Total Return Perfermance.

Benchmark Index
FTSE All-Share Index against which the performance of the
Company is measured.

Capital Gains Tax (CGT)
The tax which you may have to pay if you sell your shares at a
profit.

Collateral
Asset provided as security for the unrealised gain or loss under a
contract for difference.

Contract for Difference (CFD)

A contract for difference is a derivative. It is a contract between
the Company and an investment house at the end of which the
parlies exchange the difference between the opening price and
the closing price of the underlying asset of the specified financial
instrument. it does not involve the Company buying or selling the
underlying assel, only agreeing to receive or pay the movement
in its share price. A contract for difference allows the Company
to gain access to the movement in the share price by depositing
a small amount of cash known as margin. The Company may
reason that the asset price will rise, by buying (“long” position)
or fall, by selling (“short” position). If the Company trades long,
dividends are received and interest is paid. If the Company
trades short, dividends are paid and interest is received.

Corporation Tax

The tax the Company may have to pay on its prolits tor a year.
Investment trust companies are exempt from corporation tax

on their capital gains and do not pay tax on any UK dividends.
As they can offset expenses against any taxable income, most
investment trusts do net pay corporation tax and are therefore tax
efficient for the Company.

Derivatives

Financial instruments {such as futures, options and contracts
for difference} whose value is derived from the value of an
underlying asset.

Discount

If the share price of the Company is lower than the net asset
value per share, the Company is said to be trading at a discount.
The discount is shown as a percentage of the net asset value.
The cpposite of a discount is a premium.

Fair Value
The fair value is the best estimate of the value of the investments,
including derivatives, at a point in fime and this is measured as:

« Listed and AIM quoted investments - valued at bid prices
or last market prices where available, otherwise at published
price quotations;

*  Unlisted investments - valued using an appropriate
valuation technique in the absence of an active market;

+ Futures and options - vclued at the quoted trade price for
the contract; and

« Contracts for difference - vclued as the difference
between the settlement price ond the value of the underlying
shares in the contract (unrealised gains or losses).

Futures
An agreement to buy or sell a fixed amount of an asset at a fixed
future date and o fixed price.

Gearing

Gearing describes the level of the Company’s exposure and is
expressed as a percentage of Shareholders” funds. It reflects the
amount of exposure the Company uses fo invest in the market. [t
can be oblained through the use of bank loans, bank overdrafts
and derivatives, in order to increase the Company’s exposure to
market price movements. The Company uses two key measures
of gearing:

»  Gross gearing is the total of all long exposures, pilus
shorl exposures and less exposures hedging the portfolic,
expressed gs a percentage of Shareholders’ funds.

*+ Net gearing is the total of all long exposures, less short
exposures and less exposures hedging the portfolio,
expressed as a percentage of Shareholders’ funds.

Gross Asset Exposure

Gross Asset Exposure measures the exposure to market price
movements as a result of owning shares, derivatives and fixed-
interest securities.

Hedging

A strategy aimed at minimising or eliminating the risk or loss
through adverse movements, normally invelving taking a positicn
in a derivative such as a future or an option.
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Net Asset Value (NAV)

Net asset value is sometimes also described as “Sharehclders’
funds”, and represents the total valve of the Company’s assets
less the total value of its liabilities. For valuation purposes it is
common to express the net asset value on a per share basis.

Ongoing Charges

Total operating expenses (excluding finance costs and taxation)
incurred by the Company as a percentage of the average daily
net asset values for the reporting year.

Options

An option is @ contract which gives the right but not the
obligation to buy or sell an underlying asset at an agreed price
on or before an agreed date. Options may be calls (buy) or puts
{(sell) and are used te gain or reduce exposure to the underlying
asset on a conditional basis, for example, the purchase of a call
option provides exposure to the upside potenticl of an underlying
stock, with the downside risk being limited to the premium paid.

Pre-Emption Rights

Section 561 of the Companies Act 2006 provides that a company
offering a new issuve of shares must first make an offer of these
shares, on the same or more favourable terms, in proportion

to the nominal value held by existing Shareholders. At each
annual general meeting, the Board seeks Shareholder approval
to disapply pre-emption right provisions, up to 10% of the issued
share capital.

Premium

It the share price of the Company is higher than the net asset
value per share, the Company is said to be trading at a

premiur. The premium is shown as a percentoge of the net asset
valve. The cpposite of a premium is a discount.

Return
The return generated in @ given period from the investments:

« Revenue Return reflects the dividends and interest from
investments and other income net of expenses, finance costs
and taxation;

*  Capital Return reflects the return on capital, excluding any
revenue return; and

*  Total Return reflects the cggregate of revenue and capital
return.

Shareholders’ Funds

Shareholders’ funds are also described as “net asset value” and
represent the total value of the Company’s assets less the total
value of its iiabilities.

Tetal Return Perfoermance

The relurn on the share price or net asset value per share 1aking
into account the rise and fall of share prices and the dividends
paid to Shareholders. Any dividends received by the Shareholder
are assumed to have been reinvested for additional shares (for
share price total return) or in the Company’s assets (for net asset
value total return).

Treasury Shares

Crdinary shares of the Company that have been repurchased
by the Company and not cancelled but held in Treasury. These
shares do not pay dividends, have no voting rights and are
excluded from the net asset value per share calculation,
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