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Investment objectives and policy

The Company's investment objectives are to achieve a high income from its portfolic and to
realise long-term growth in the capital value of the portfolio The Company will seek to
achieve these objectives by investing principally in the eguity and equity related securities
of companies operating in the utilities and infrastructure sectors In seeking to achieve its
investment objectives, the Company may invest up to 15% In other investment companies
provided they themselves invest in utilities and infrastructure and up to 15% of iIts gross
assets in unquoted securities,

The Company’s accounts will be maintained in sterling Whilst many of the Company's
investments are likely to be denominated in currencies other than sterling, the Investment
Manager does not intend to deploy active hedging against exchange rate fluctuations

Derivative iInstruments may be used for the purpose of efficient portfolio management
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Company highlights

Total return performance

lotal assets*

FTSF Global Utiltties (£)
E15EF Global Telecoms (£)
FISL All World (4)

FTSE 100

Share price and NAV** returns

31 December

2007

Zero Dhwidend Preference share NAV 132 57p

Mid price 137 SCp

Ordinary share NAV 275 60p

Mid price 236 O0p

Net revenue per Ordinary share 7 40p

Net dividends declared per Ordinary share 7 00p
Zero Dhvidend Preference shares Ordinary shares

irom launch (4 Novemnber 2003 10 31 Docember 20607

GRAPHIC REMOVED

Source Fundmmental Data (all rights reserved)

* Total retuin performance, adjusted for any dividends distnibuted
** Calculated wi accordance with FRS21

% change

+25 0%
+22 5%
+24 8%
+10 9%

+7 4%

31 December
2006

123 90p
129 00p

207 10p
170 75p

6 97p
6 90p

% change
+7 0%
+6 6%

+33 1%
+38 2%

From launch (4 Navember 2003) w31 December 2007

GRAPHIC REMOVED



Company summary

Launch Date

Domiciled

Year-end

Sharehelders’ Tunds

Market Capitalisabon

Bank Loan

Zero Dividend Preference shares
Ordinary shares

Dividends

Dwidend History

Investment Manager

Management Fee

AlLC

4 November 2003
UK

31 December
£74 93 milhion
£69 14 million

Nil

19,144,433 arming to redeem at 162 41p on 31 December 2010

18,143,433
Paid on Ordinary shares

In respect of year
ended 31 December

2007
2006
2003
2004

fotal dividends declared
7 00p

6 90p

6 75p

7 875p*

Premier Fund Managers 1mited

| O% per annum, charged 100% to revenue,

plus performance fee, allocated between capital and revenue

based on the out performance attributable to capital and

revenue respectively

Member of the Association of Investment Comparnes

* Thrs drviderid wus for the 14 month period from launch, representing an annualised dividend of 6 75p

Financial Calendar

Company's year-end
Annual results announced
Annual General Meeting
Company'’s halt-year end
Half-year results announced
Dividend payments

31 December

early March

29 Apni 2008

30 june

early August

quarterly 31 March, 30 June,
30 September and 31 December




Chairman's statement

Dear Sharcholder,

Performance

Iam pleased to report that your Company enjoyed another good year in the twelve months to

31 Pecember 2007 The Company's total assets rose by 23% after dividend payments made to Ordinary
shareholders totalhng approximately £1 3in, resulting in a total return on the assets of 25% The
performance of the Company's assets was particularly good when considered against a backdrop of
signihcant volatiity in global stockmarkets

The Glabal utiity sector out-performed the broader equity marhets The FISI Global Utihities Index
rose by 22 3% whilst the I'TSE Global Telecoms Index in Sterhing rose by 24 8% Your Company does
not have a formal benchmark, instead performance 1s compared to a range of indices as set out on
pages 1 and 13 of this Annual Report and Accounts In the context of these indices the performance of
your Company'’s asscts over the peniod was highly satisfactory both 1n absolute and relative terms

The total assets less current habilities of the Company rose by 23% or £14 1m After allowing for an
accrual on the Company’s Zero Dividend Preference shares (“ZDP™) of L1 7m or 8 67p per share, net
assets attnbutable to the Company's Ordinary shares rose by £12 4m or 68 Sp per share to 275 6p This
represents an increase aver the previous year's closing net asset value of 33 1% Since launch cover on
the Company's ZDP shares has nisen from 23% to 142% whlst the terminal assets attnibutable to the
Ordinary shares have nisen from £7 2m to £44 3m, an wncrease of 515%

The hurdle rate 15 the amount by which the total assets of the Company are required to grow (or
decline} in order to achieve predetenmined vatues for the Ordinary shares The hurdle rate required to
achieve the closing price of the Ordinary shares at the peniod end, which was 236p, 15 -0 7 %

The performance of the Company’s Ordinary shares generally reflected the good performance ot
the assets and over the period the share price increased from 170 75p to 236 Op | he total return per
Ordinary share was 75 4p 1he Company’s ZDP share price rose by § 5p to 137 5p Thus the package
discount of Ordinary and ZDP shares ended the year at 8 2%, a small improvement on the pachage
discount at the previous year end

Revenue and dividends

Your Company pays quarterly dividends to its Ordinary shareholders 1in March, june, Septembet and
December Last year dividends were paid to mvestors totalling £1 3m or 6 9p per Ordinary share
Revenue this peniod totalled £1 3m or 7 4p per Ordinary share, a slight increase on income carned last
year As a consequence of this, your Board has approved a fourth mtenm of 2 Sp per Grdinary share be
paid in respect of the iinancial vear ending 31 December 2047 1 his dividend will be paid on the

31 March 2008 to Ordinary sharcholders on the register as at 7 March 2008 The shares were marked
ex-dividend on 5 March 2008 This payment will mean total dividends paid in respect of the year to
31 December 2007 will be 7 Op per share




Chairman’s statement

continued

VAT on investment trust fees

Untit now UK investment trusts have had to pay UK value added tax ("VAT”} on the mnvestment trust
management fees paid to therr mvestment advisors As the result of a recent legal achian brought
against HM Customs and Revenue (“HMRC”), the European Court of Justice has resolved that
investment management fees paid to investment managerts by investment trusts should be exempt
from VAl [his brings them into hne with unit trusts, open ended investment companics and other
investment funds HMRC has recently accepted the Court’s ruling and as such VAT previously paid by
your Company will be able to be reclaimed from the Manager As yet it s too soon to be able to
quantify the bikely financial outcome and impact on your Company but your Beard will continue to
monitor the situation 1 order to achieve a successful outcome In future your Company will pay no
turther VAT on management tees

Shareholder relations

T'he Board and the Investment Manager welcome contact not only with existing sharcholders but also
with potential new mvestors The Investment Manager met most of the Company’s largest
shareholders dunng 2007 and a number of new shareholders joined the register

Annual General Meeting

The Annual General Meeting 1s being held on Tuesday 29 Apnil 2008 at 2 pin at the offices of Premmier
Asset Management | td, Fastgate Court, High Street, Guldford, Surrey GU1 3DF In addition to the
lormal business of the meeting there will, depending on sharehelder numbers, be a presentation from
the Investment Manager Sharcholders will have an opportunity to meet with the Directors and the
Investment Manager informally after the meeting | hope to see as many of the shareholders as possible
at the meeting

Change of name

Over the last 12 months the investments in developing markets such as China have been successful
and the Investment Manager has also increased its focus on investments »n the energy and water
sectors and whilst this does not constitute a change in the investment pohicy the Directors consider
that a change of name to reflect the key focus of the investment strategy would be appropnate
Accordimgly the Directors are proposing a change in the name of the Company to Premier Lnergy and
Water Trust plc Sharehelders are ashed to approve this name change by voting in favour of Resolution
8 as set out in the Annual General Meeting agenda

Prospects

In recent years the Global utility sector has been the beneficiary of generally low interest rates, low
inflaton and reasonable levels of econemic growth, particularly in emerging economies such as China
and India The recent volatility in global stochmarkets, imitially prompted by the US sub prime crisis,
has deepened 1nto other credit markets and has led to a swift re-pricing of rish This has in turn led to a
de-leveraging of assets resulting tn substantial stochmarket falls In response, the US Federal Reserve has
cut interest rates by 1 25% since the Company’s year end, an action designed to underpin markets
albeit at the substantial nisk of fuelling nflation




Chairman’s statement

continued

Much will depend now on whether the credit ensis precipitates a punctunng of the asset bubble
that has bwilt up 1n global markets, a result of cheap and freely available capital The continuing
secuntisation and packaging of ever less creditworthy assets, the pools of high rish assets using higher
geaning to pursue ever decreasing returns and the fundamental muspnicing of nisk, are creating a highly
volatile environment particularly i the developed world, which could take some considerable time to
unwind [t1s more difficult to predict at this stage what the medium term impact on the emerging
markets and global economy wili be

Although general equity markets are hikely to remain highly volatile for the time bemng, utihties
should be a rclative “safe port 1n a storm™, based on the expenence of 2007 1he sector’s balance sheet
remains very strong, a positive legacy of the post Enron environment, whulst the essential nature of the
sectot’s revenue stream should provide some rmmunity against falling econontic growth Furthermore,
private equity funds still mamntain a sigmificant interest 1n long duration assets such as pipelings,
generation plant and gas storage although higher debt costs and more himited access to credit may
restrict growth to a degree Nevertheless, merger and acquisition actuvity should continue, albeit not at
the frenetic rates of previous years

Your Company has started the year with a defensive stance as the coming year 1s likelv to be ‘
charactensed by extreme volatiity Whilst presenting rishs, this will also present opportunities, and |
your Company, with its expenienced management team and sound capital structure, remains well |
placed to take advantage of these

Geoffrey Burns
Chairman

18 Muarch 2008




Investment manager’s report

Overview

Your Company produced a total return, including dividends paid, of 25 0% mn 2007 This compares
favourably with our principal reference point, the FI1St Global Unilities Index, which returned 22 5% in
sterling terms Equuties in general had a less buoyant year but nevertheless most major indices were 1n
positive ternitory, with 10 9% being the total return of the broad based FTSE All World Index

Global economies have delivered strong growth over a number of years and it 1s clear now that a
slowdown 15 occurning and we have entered a tougher, more volatile peniod for equity investors

Asset allocation

The charts below show how the Company’s investments are spread across countries and industries

The main change dunng the year was a reduction 1n exposure to the electricity sector, which
represented 61 2% of assets at the start of the year, in favour of all other sectors The electnicity sector 1s
bv far the largest element of the global utihity and infrastructure umiverse and has benefited from nsing
power prices In recent years We continue to bebieve that hugh commodity prices, some capacity
constraints and a shuft towards renewable methods of generation will support electricity generation
profitabihity However, the credit ¢risis and lower economic activity may lead to reduced electniaity
demand but we beheve the positive factors will cutweigh the negative ones for investors 1in 2008 and
beyond There are also some cyclical elements to the profit make up in Telecoms, Infrastructure and
Gas But earnings from utility type companies remain generally defensive m nature and in some cases
immune from general economic malaise

Premier Utihties Trust Sector Breakdown 31 December 2007

GRAPHIC REMOVED

In geographical terms, the portfolio remains diverse Whatst the percentage of assets in
China/Hong Kong was reduced towards the end of the year, some new investments were made 1 other
Astan markets The most significant change was increased immvestment in the US, a market which 1n our
view became increasingly attractive relative to Europe as the year progressed The US may be beanng
the brunt of the current credit and housing prohlems but the electricity markets, and many of the
shares in the sector, appear cheaply valued he change ininterest rate policy may also lend support to
uttlity sector shares




Investment manager’s report

continued

Geographica!l Allocation at 31 December 2007

GRAPHIC REMOVED

Portfolio activity

Dunng 2007 the utilitics sector continued to generate good profit growth and the level of bid activity
remaimed hugh The portfolic benefited from continued bid activity as the Scottish Power/Iberdrola deal
was concluded, Clean Power Income Fund was bought out and other stocks, such as Star Encrgy and
Buffa, saw their shares rise on the back of bid interest Other mergers included the Suez and Gaz De
France agreement to combine their businesses, lberdrola bought L nergy Last of the US and another UK
water stock, Kelda, was taken over

Many emerging economies require substantial investment 1n utihty and infrastructure We
continually staive to identify investment opportunittes in these markets that offer growth and good
returns In these countnies there s often the nisk of regulatory interference and we therefore pay close
attenhion to potential changes 1n the domestic pohtical environments Duning the year a stahe was
estabhished tn the Mumbai based electricity company lata Power The high growth and hiberalising
Indian power market 15 attractive for investors We 1n fact took profits in the holding towards the end
of the year but maintain exposure to [ndia through the companies Greenko and Indian Fnergy
Investments in Chinese power compantes proved fruitful as tugh demand for electnicity boosted profits
Good profits were taken in China Shenhua and Datang International A new position was established
in China Power New Lnergy, a company which will focus on renewable energy generation in China
Two ather new holdings are Loh & Loh and Puncak Niaga, comparies which may benefit from
increased mvestment in water infrastructure in Malaysia

At the year-end the largest holdings int the portfohio are NRG, which operates in some attracuve US
power markets such as Texas and Cahfornia and RWL and E ON, the two major German power
compames which should benefit from a recently announced refocusing of thewr businesses




Investment manager’s report

continued

Outlook

Despite the weak start to 2008, we are optimistic regarding the outlook for the energy and water sectors
n 2008 We believe that the success of the last four years can be built upon although the returns
availabie over the next twelve months may be lower [t 1s also possible that emerging economies and
markets may not prove to be immune to the Western credit crunch, however, our emerging market
holdings represent some 15% of the portfolio, and longer term we are convinced that infrastructure
investment wall perform well there

We welcome contact with existing and potential new investors and further detauls of the Company
may be found at www premierassetmanagement co uk

Kevin Scutt
Andrew Whalley
Premier Fund Managers Limited

18 March 2008




Investment portfolio

at 31 December 2007

Holdings in descending order as at 31 December 2007

Company Activity
NRG Energy Electricaty generation
EON Electricity generation & supply
RWE Electncity generation & supply
BT Group Telecommunication Services
Centrica Gas and electricity supply
Telefonica Telecommunication Services
Unuted Utilt:es Electricity & water distnibution
Enel Electricity generation & supply
SUEZ Water & waste services

and electnicity generation

China Power New Energy Electricity generation

National Grid Electricity & gas transmission
Cable & Wireless Telecommunication Services
Autostrada Torino-Milano Toll Roads
£l Paso Energy Gas production and transmission
Puncak Niaga Water Infrastructure
Wilhams Gas and electricity supply
FPL Group Electricity generation & supply
Embarg Corp Telecommunication Services
AES Corp Electricity generation

Korea Electric Power ADR
Northeast Utilities

Electricity generation
Electricity & gas distributon

SEAS Toll Roads
Guangdong (nvestment Water supply
Transurban Group Toll Roads
Dominien Resources Electricity & gas supply
Star Energy Gas storage
CEZ Electricity generation & supply

De Indian Energy *
international Power
China Power International

Renewable electricity generation
Electricity generation
Electricity generation

Tenaga Nasional Electricity generation & distribution
Telecom Corporaticn of

New Zealand Telecommunication Services
Renewable Energy

Generation Renewable electricity gereration
Singapore Telecommunication Telecommurication Services
Transcanada Corp Gas transmission

BIFFA Waste Services
First Energy Corp Electnicity generation & supply
Hydrodec convertible loanstock * Transformer oll recychng

Novera Energy Renewable electricity generation
freepower pic* Renewable electricity generation
Northumbrian Water Water supply
Energybuild Group Coal production
Greenko Group Renewable electricity generation
LOH & LOH Corp Water Infrastructure
Iberdrola Renovable Renewable electricity generation
Hydrodec Transformer ol recycling

Totai portfolio

* Unquoted ivestment

Country

USA
Germany
Germany
UK
UK
Spain
UK

Italy

France
Hong Kong
UK

UK

Italy

USA
Malaysia
USA

USA

UsA

UsA
Korea
Usa

Italy

Hong Kong
Australia
USA

UK

Czech Rep
India

UK

China
Malaysia

New Zealand

UK
Stngapore
Canada
UK

USA

UK

UK

UK

UK

UK

UK
Malaysia
Spain
UK

2007  Valuation
£000 % of total
4,865 6 8%
4,296 6 0%
3,827 53%
3,205 4 5%
3,018 4 2%
2,936 41%
2,889 4 0%
2,808 39%
2,736 3I8%
2,228 3%
2,085 29%
2,058 29%
2,027 2 8%
1,901 2 6%
1,815 25%
1,795 25%
1,700 24%
1,689 2 4%
1,612 22%
1,570 22%
1,570 22%
1,531 2 1%
1,433 20%
1,330 19%
1190 17%
1,082 15%
1,052 15%
1,000 14%
959 13%
936 13%
875 12%
868 12%
859 12%
829 12%
825 11%
766 11%
727 10%
486 Q07T%
423 06%
420 0 6%
356 05%
350 05%
284 0 4%
249 03%
227 03%
Fa| 01%
71,758 100 0%

¥ Comparative values have been provided for holdings i the portfolio at both 31 Decemnber 2067 and
31 Decernber 2006 Valuation movements between the two dates will reflect market price changes and

transachions




Company details

HISTORY

The Company was incorporated on 12 September 2003 and commenced 1ts activities on 4 November
2003 The Company was established 1n connection with the scheme of reconstruction of LeggMason
Investors international Unilities Trust Ple with 18,143,433 Ordinary shares and 19,143,433 Zero
Dividend Preference shares being allotted at launch

CAPITAL STRUCTURE
Bank Loan Ihe Company’s policy 1s not to employ any long term gearing

19,143,433 Zero Dividend Preference shares of 1p each

lhe Zero Dividend Preference shares will have a final capital entitlement
of 162 41p on 31 December 2010 subject to there being suffictent capital
in the C ompany

lhe Zero Dividend P'reference shares are not entitled to any dividends

Ihe Zero Dividend Preference shareholders have the night to receive notice
of, to attend and to vote at all general meetings of the Company

18,143,433 Ordinary shares of 1p each

The Ordinary shares are entitled to all of the Company’s net income
available for distnbution by way of dvidends On a winding-up, they rank
after the Zero Dhvidend Preference shares They will also be due any
undistnibuted revenue reserves

[he Ordmary shareholders have the night to receive notice of, o attend
and to vote at all gencral meetings of the Company

wWind-up date 31 December 2010

EXPENSE RECOGNITION POLICY

Fxpenses are charged wholly to revenue except when they directly relate to the acquisition or disposal
of an investment, 1n which case they are charged to capital as investment transaction costs The
performance fee 1s allocated between capital and revenue based on the out performance attnbutable to
capttal and revenue respectively

RISK FACTORS
The Company concentrates on investments in the utihty sector and may be regarded as representing 4
higher nisk than that of a generalist fund

Secunities listed on a recognused stock exchange have been valued at nd-market prices and exchange
rates ruling at the close of business In certain circumstances, the market pnces at which investments
may be valued may not represent the reahsable value of those investments taking into account both

the size of the Company’s helding and the freguency with which such investments are traded




Company details

continued

The Company may invest up to 15% of 1ts gross assets in unguoted securities which may have himated
liquidity and be difficult to realise

The income and capital value of the Company's iInvestments can be affected, favourably or
unfavourably, by currency movements as a proportion of the Company's assets and income 1s
denonunated 1n currencies other than sterhing

The dividend on the Ordinary shares depends on receipt of interest payments and dividends from
secunities in which the Company invests If on a wind-up of the Company the gross asscts are
insufficient to cover the capital entitlement of the prior ranking Zero Dividend Preference shares, the
termunal asset value of the Ordinary shares could be zero and an investor could lose all of the capital

invested in those shares

The Zero Dividend Preference shares rank ahead of the Ordinary shares for repayment on a winding-up
of the Company A decline 1n the gross assets could result in the Zero Ihvidend Preference shares falling
to receive thetr full redemption value on wind-up and if gross assets were equal to or less than the
amount required to pay hquidation costs, an investor would lose all of the capital invested in the

Zero Dividend Preference shares

TOTAL NET ASSETS AND MARKET CAPITALISATION
As at 31 December 2007, the Company had a market capitalisation of £69 14 midlion (2006 L35 67
mulhon) and assets atinbutable to shareholders amountted to £74 93 milhion (2006 £60 86 methon)

MANAGEMENT FEE
Nuring the year, the management fee was 0 0833% per month (plus VAT} of the gross assets {total assets

less current habihities) krom ¥ October 2007 no VAL has been charged on the management fee

In addiien, the Manager (Premier Fund Managers Ltd) 15 entitied to a performance tee 1if in each
Company year

(1) the dividends pard are at least 6 75p, and

{11} the gross assets at the end of the year exceed the highest level of gross assets at the end of any
previous Company year or the imittal gross (f higher) assets by more than 7 5% (on annuahsed
basis) In that event the performance fee will be equivalent to 15% of the excess

The management contract 1s termnable by one year's written notice to expire at any time
ISA/PEP STATUS
he Company’s Ordinary shares and Zero Ihvidend Preference shares are quahifying investments for

Individual Savings Accounts (“ISAs”) and transfers into eaisting Personal | quity Plans (“PEPs™) Full
details can be obtamed from Premier Tund Managers [ imited

H




Financial summary

CAPITAL
31 December 31 December
2007 2006
Total Assets (£,000)" 75,383 61,294
Net Asset Value per Zero Dividend
Preference share ** 132 57p 123 90p
Mid-market price per Zero Dividend
I'reference share 137 50p 129 00p
Net Asset Value per Ordinary share ** 275 60p 207 10p
Mid-marhket price per Ordinary share 236 00p 170 75p
REVENUE
31 Decoember
2007
Return per Ordinary share 75 40p
Net dividend per Ordinary share 7 00p

* Total assets less current labilities

-k

Net asset values calculated in accordance with Articles of Association

HURDLE RATES?

Zero vidend Preference shares
Hurdle rate return to current share price of 137 5p
Hurdle rate to redemption price of 162 41p on 31 December 2010

Ordinary shares
Hurdle rate return to current share price of 236 Op

Source Fundamental Data Lumted (all rights reserved)
T Sve page 51 for defuntion of hurdle rates

l*.
change

+23 0

+7 0

+6 6

+38 2

11 Ducamber
2006

57 79p
6 90p

Premium/
(discount)

Wy

$1 December
2607

change

+10 5
+14

11 December
2007

-29 6%
-25 6%

G 7%



Financial summary

continued

TOTAL RETURN

Year to

31 December

Total return on gross assets*

FISL Globat Utilities Index ($)™

FTSF Global Utilities Index (£)**

FISt Global lelecoms ($)"

I'TSF Global lelecoms (£)**

FIsE All World Index (local currency)™
ITSE All World Index {£)***

FTSF 100 Index*=*

lotal expense ratio/cost of running the Company!

2007

+25 0%
+24 6%
+22 5%
+26 9%
+24 8%
+6 4%
+10 9%
+7 4%
1 59%

At

31 PDecember

£/% exchange rate
£/€ exchange rate

*

latal 1eturn performance calculated, adpsted for any dividends distributed
**  Source FTSE
*** Source Blootnberg

*** Source Fundamental Duta Lomited (all nghts reserved)

2007

1 9906
13615

Year to
31 December
2006
+24 2%
+38 2%
+21 2%
+37 2%
+20 4%
+17 7%
+7 2%
+14 4%
1 69%

At

31 December
2006
19572

1 4842

t Theexpense ratio excluding the performance managemen! fee, based on average monthily net asset value
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Directors

Geoffrey Burns - Chairman

Geoffrey Burns (54) has worhed in the investment fund industry for over twenty years Trom 1997 {o
2000 he was a director of and head of investment trusts at Murray Johnstone Limited Mr Burns s an
adviser to a number of government or multilateral agencies who make investments in private equity
funds in emerging markets, including CDC Group plc, the $wiss Investment Fund for Fmerging
Markets and the Asian Development Bank Mr Burns 1s Chaurman of City Natural Resources High
Yield Trust PLC

Adam Cooke

Adam Cooke (48) was a global partner of INVFSCO PIC (formerly AMVESCAT PiLC), one of the world’s
largest independent imvestment management organisations where he worked for INVLSCO UK Hus
expenience includes the UK institutional business, investment trusts and collective investments Mr
Cooke 1s a member of the Chartered Institute of Bankers and 15 a non exccutive director of City Natural
Resources High Yield 1rust PLC, Midas Income and Growth Trust PLC and New City [nvestment
Managers [ 1imited

lan Graham

lan Graham (54) has over 20 years experience as an investment analyst, more than half of which were
spent coverning utibiies, having worked at Scrumgeour Kemp-Gee, Simon & Coates, Nat West Secunties
and Mernll Lynch until 2001

Michael Wigley

Michael Wigley {68} 15 a director of I'he Conygar Investment Company plc He was formerly a director
of Matheson Investment Limited and a non-executive director of Develepment Secunties PLC He was
deputy charrman of LeggMason Investors Interntational Utilities Trust Plc, the predecessor company




Investment Manager and Secretary

Investment Manager Premier Fund Managers Limited

M'remier Fund Managers Lunited 1s a subsideary of Premier Asset Management Ltd Following a
suceessful management buyout by the seruar management, backed by Llectra Partners, Premier Asset
Management plc delisted from the AIM market on 8 October 2007 and subsequently became a limited
company Prenuer Asset Managment | td had just under £2 bilhon of funds under management at

31 Decmber 2007 Premaer Fund Managers Limnated 1s authonsed and regulated by the finanaal Services
Authonty The Company's portfohio 1s managed by Andrew Whalley and Kevin Scutt

Secretary Premier Asset Management Lid
Premier Asset Management [ td provides the company secretanal and admimistrative services
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Directors’ report

The Burectors have pleasure in submitiing thewr Business Review, Report and Financial Statements for
the year ended 31 December 2007

BUSINESS REVIEW

UK listed companies are required to include a business review within their directors’ reports or, should
they prefer, a more detailed operating iinancial review Having considered the regulations and 1n view
of the nature and the size of the Company, the Board has chosen to include a business review n its
report to sharcholders, rather than an operating financial review 1hus business review 1s intended to
enhance shareholders’ understanding of the development, performance and position: of the Company
through a combination of narrative and financial performance measures

Business and tax status

The Company 15 an mvestment company as defined 1 Sectton 266 of the Companies Act 1985 The
Company operates as an investment trust and directs its affairs so as to enablc 1t to sech approval as
such by the Inland Revenue under Section 842 of the Income and Corporation [axes Act 1988
Approval for the year ended 31 Decemnber 2006 s subject to there being no subsequent enquiry under
Corporate Self Assessment [n the opinion of the Directors, the Company has subsequently directed 1ts
aftairs so as to enable it to continue to seek such approval

[he Company’s status as an investrent trust allows it to obtain an exemption from paying taxes on
the profits made from the sale of its investments [nyvestment trusts offer a number of other advantages
for investors, including access to investment opportunities that might not be open to private imvestors
and to professtonal stock selection shills at low cost

Investment objectives

The Company's investment objectives are to achieve high income from its portfolio and to reahse
long-term growth tn the capital value of the portfolio The Company will seek to achieve these
objecnives by tnvesting primupally i equity and equity related secunties of companies operating in the
utihities and infrastructure sectors

Investment policy

The policy of the Directors 1s that, 1n normal market conditions, the portfolio of the Companvy should
consist pnimarily of a diversihied portfohio of equity and equity related secunties of companies operating
m the utiirties and infrastructure sectors

The Company may also invest up to 15% of 1ts gross assets in investment companies provided they
themselves invest 10 utihties and infrastructure However, not more than 10% of the Company’s gross
assets may be invested in other UK listed closed ended investment funds unless such funds themselves
have published investment policies to invest not more than 15% of their total assets in other UK hsted
closed ended investment funds

The Company may mvest up to 15% of its gross assets m unquoted secunties

In order to comply with the provisions contained in Section 842 of the Income and Corporation Taxes
Act 1988 no mvestment in a company should represent more than 15% by the value of the Company's
total portfoho except for subsequent market movements in the value of that investment
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In addition to the above restriction on mvestment 1n a single company the Board seehs to achicve a
spread of nsk 1n the portfolie through monitoning the country and sector weightings of the partfolio

There will be a mimimum of 20 stocks in the portfoho
The Company 1s geared through zero dividend preference shares but does not use other geanng
Going concern

The Directors believe that it 15 appropriate to continue to adopt the going concern basis in prepanng
the accounts as the asscts of the Company consist mainty of secunities which are readily reahsable

Dividends
Durnng the year the following dividends were paid
Dradend
pence
Payment date {net per share)
Fourth Intertm
for the vear ended 31 December 2006 31 March 2007 24p
kirst Intertm
for the year ended 31 December 2007 30 June 2007 15p
Second Internun
for the year ended 31 December 2007 29 September 2007 15p
Third Intenm
for the year ended 31 December 20007 29 December 2007 15p

Subsequent to the year-end but 1n respect of the year ended 31 December 2007, the Directors have
declared a fourth intenim dividend of 2 5p, payable on 31 March 2008 to members on the register at
the closc of business on 7 March 2008 The shares were marked ex-dividend on 5 March 2008 This
dividend relates to the year ended 31 December 2007 but 1n accordance with the Company's
accounting policies, it 15 recognised in the penod 1in which 1t 1s paid

Principal risks assoclated with the Company (see note 21)

Structure of the Company and gearing

Ihe Companv 15 a sphit-capital investment trust with two separate classes of share, each with different
charactenstics Returns generated by the Company’s undertying portfolio are apporhioned 1n
accordance with the respective entitlements ot each class of share As the Ordinary shares and

Zero Duividend Preference shares have different rights both during the life of the Company and on a
winding-up, shareholders and prospective investors are advised to give careful consideration to their
choice of class or classes of share (see pages 10 to 11 for details of these entitlements)

The Company employs ne geaning in the form of a bank loan 'he Ordinary shares are geared by
the payment of the prior ranking Zero Dividend Preference shares

Drvrderd levels

Dividends paid on the Cempany’s Ordinary shares rely on receipt of interest payments and dividends
from the secunties tn which the Company invests The Company's revenue levels are monitored on a
monthly basis by the Board and the Investment Manager
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Currency 1ish

The Company mvests in overseas securities and 115 assets are therefore subject to currency exchange
rate fluctuations

Liguudtty risk
The Company may invest up to 15% of its gross assets in unquoted sccunties These securnties may ‘
have himited hquidity and be ditheult to realise

Market price sk

Since the Company nvests 1n financial instruments, market price nisk 15 inherent 1n these investments
In order to mimmise this nish, a detarled analysis of the rnisk/reward relavonship of each investee
company 15 undertaken by the Investment Manager prior to making investments

Discount volatility

Being a closed-end fund, the Company’s shares may trade at a discount to their net asset value [he
magnitude of this discount fluctuates daily and can vary significantly Thus, for a given perod of time,
1t 15 posstble that the market pnee could decrease despite an increase in the Company’s shares’ net asset
value The Directors review the discount levels regularly The managers actively commumcate with the
Company’s major sharcholders and potential new investors, with the aim of managing discount levels

Operational |
Like most other investment trust comparnies, the Company has no employees The Company therefore I
relies upon the services provided by third parties and 1s dependent on the control systems of the !
Investment Manager and the Company's service providers The secunty, for example, of the Company’s I
assets, dealing procedures, accounting records and maintenance of regulatory and legal requirements,

depend on the effective operation of these systems These are regulary tested and momitored

Acconnting, legal and reguinlory

In order to qualify as an investment trust, the Company must comply with Section 842 of the Income
and Corporation laxes Act 1988 (“Section 842") A breach of Section 842 could lead to the Company
being subject to capital gains tax on gains within the Company’s portfolio Section 842 qualification
criteria are continually momtored by Premier Fund Managers [ innted and the results reported to the
Board at its regular meetings The Company must also comply with The Companies Act 1985 and the
UKI A Tisting Rules The Board relies on the services of the administrator, Premier Asset Management
Ltd and 1ts professional adwvisers to ensure comphance with the Companies Act 1985 and the UKLA
Listing Rules

Analysis of the Company's performance
At each Board meeting, the Directors consider a number of performance measures to assess the
Company’s success in achieving its objectives

[he hey performance indicators used to measure the progress and performance of the Company
over time are as follows

13 The performance agamnst a set of reference points The Investment Manager's performance 1s not
assessed against a formal benchmark but rather against a set of reference points which are more
general 1n nature and intended to be representative of the broad spread of assets in which the
portfolio invests These references include the FT5E Global Utilities Index, FTSE World Index and
F1SE 100 Index
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2) The performance against the peer group The assessment of the Investment Manager's performance
against companies which invest in simalar, but not necessarily the same, secunities allows the Board
to evaluate the effectiveness of the Company’s investment strategy

3} The performance of the Company at the net asset level 1his shows how the assets attributable to
shareholders as a whole have performed

4) The performance of the individual share classes, both 1n terms of share price total return (1 e
accounting for chividends recerved) and 1in terms of net asset vatue total return The share price
performance 1s the measure of the return that shareholders have actually received and will reflect
the impact of widening or narrowing of discounts to NAV

5) Total Fxpense Ratio (“TFR”} The TFR 15 an expression of the Company's management fees and
other operating expenses as a percentage of average net assets over tite year The TER for the year
ended 31 December 2007 was 1 59% excluding performance fee (2006 1 65%)

DIRECTORS
hrectors serving throughout the year ended 31 Necember 2(X)7 were as follows

Geoffrey Burns
Adam Coohe
lan Graham
Michael Wigley

None of the Directors, nor any persons connected with them, had a matenal interest 11 any of the
Company’s transactions, arrangements or agreements dunng the year None of the Directors has, or has
had, any mterest in any transaction which 1s, or was, unusual in its nature or conditions or signiticant to
the business of the Company, and which was effected by the Company dunng the current financial year

At the date of this report, there are no outstanding loans or guarantees between the Company and
anv Director

In accordance with the Articles of Association Mr Geoffrey Burns retires by rotation and, heing
chigible, offers humscelf for re-clection

DIRECTORS' BENEFICIAL AND FAMILY INTERESTS
The interests of the Directors and their families in the shares of the Company are as fotlows

Ordinary Zero Davidend Ordinary Zero Dividend

shares at Preference shares at shares at Preference shares at

31 December 2007 31 December 2007 1 January 2007 1 January 2007

Geoffrey Burns 69,500 - 69,500 -
Adam Cooke 27,000 - 27,000 -
fan Graham 10,126 - 10,126 -
Michael Wigley 116,000 - 116,000 -

There have been no changes in any of the above holdings up to the date of this report None of the
Directors nor any persons connected with them had a material interest 1n any of the Company's
transactions, arrangements or agreements dunng the year
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SUBSTANTIAL SHAREHOLDINGS

As at the date of thus report the Company had been notified of the following substantial interests in

the Ordinary and Zero Dividend I'reference share capital of the Company

Ordinary shares Number of shares
Premuer fund Managers Lid* 2,893,393
Deutsche Bank AG/Tilney Group Limited 2,084,323
NCL Smith & Withhamson 1,416,180

Zero Dividend Preference shares

Deutsche Bank AG/hlney Group [1mited 4,619,166
Rensburg Sheppards PIC 3,166,851
CG Asset Management Linited 2,150,000

Preruer Fund Managers Ttd on behalf of individual sharehialders

NEY ASSET VALUE

% of share
capital

159
115
78

241
16 5
112

Hus incindes 2,249,479 Ordinary shares that are held wn the PEP and I1SA scheme that 15 adunmstered by

The net asset value per Ordinary share, including revenue reserve, at 31 December 2007 was 275 60p
(31 December 2006 207 1(p) The cumulative net asset value of the Zero Dividend Preference share at

31 December 2007 was 132 57p (31 December 2006 123 90p)

MANAGEMENT, SECRETARIAL AND ADMINISTRATION AGREEMENTS

The Company’s portfoho 1s managed by Premier Fund Managers L td under an Investment Management

Agreement dated 26 September 2003

Ihe management fee 15 0 0833% per month of the gross assets (from the 1 October 2007 no VAI

has been charged)
In addition, the Manager 15 enntled to a performance fee of in cach Company year

() the dividends paid are at least 6 75p, and

(1) the gross assets at the end of the year exceed the highest level of gross assets at the end of any
previous Company year or the imtial gross (if mgher) assets by more than 7 5% (on annuahised

basis) In that event the performance fee will be equivalent to 15% of the excess

The Management Agreement is currently termunable on 12 months’ notice

Under the Admimistration Agreement dated 26 September 2003, company secretanal services and

the general admunistration of the Company are undertahen by Premuer Asset Management Ltd 1k

Administration Agreement 1s currently terminable on 12 months’ notice

The Board as a whole regularly reviews the terms of the management and secretanal contracts
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CORPORATE GOVERNANCE

IThe Board Is accountable to the Company's shareholders for the governance of the Company’s
affarrs and this staterment describes how the principles of the Combined Code on Corporate
Governance 1ssued in 2006 (“the Code”) have been applied to the affairs of the Company In
applying the principles of the Code, the Directors have also taken account of the Code of Corporate
Governance published by the Association of Investment Companies (“the AIC Code”™), which has
estabhished a framework of best practice specifically for the Boards of investment trust companies
There 1s some overlap in the principles lmd down by the two Codes and there are somc areas where
the AIC Code 15 more flexible for tnvestment trust companies .

Board of Directors

{he Board currently consists of four non-executive Threctors all of whom are independent of the
Investment Manager lTheir brographies are set cut on page 14 Collectively the Board has the
requisite range of busingss and financial expenence which enables 1t to provide clear and cffective
leadership and proper stewardship of the Company

The number ot meetings of the Board, the Audit Committee and the Nomination Commuttee
held dunng the financial year and the attendance of individual Directors are shown below

Audit Nomination
Board Commlittee Committec

Number of mectings 1n the year 4 1
Geottrey Burns 4 2 1
Adam Cooke 4 2 1
lan Graham 4 2 1
Michael Wigley 4 2 1

All of the Directors attended the Annual General Meeting held in Apnil 2007

The Board deals with the Company’s affairs, including the setting of geaning and investment pohcy
parameters, the momtonng of geanng and mnvestment pohicy and the review of investment
performance The Investment Manager tahes decisions as to asset allocation and the purchase and sale
of individual investments The Board papers circulated before each meeting contam full information on
the financial condition of the Company Key representatives of the Investment Manager attend most of
the Board meetings, enabling Directors to probe further or seek clarification on matters of concern

Matters specifically reserved for discussion by the full Board have been defined and a procedure

adopted for the irectors to take independent professional advice if necessary at the Company's expense

I'he Chairman of the Company 15 a non-executive Pirector A semor non-executive Director has
not been identified as the Board 1s comprised entirely of non-executive Ditectors

In accordance with the Articles of Association, new Directors stand for election at the first Annual

General Meenng following therr appointment The Articles require that one third of the Directors retire

by rotation cach year and scek re-clection at the Annual General Mecting In addition, all Directors are
required to submut themselves for re-election at least every three years and will seeh annual re-election

if they have already served for more than mine years or are aged over 70
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Performance evaluation/re-election of Directors

An appraisal process has been established in order to review the effectiveness of the Board, the
Commuttees and individual Directors 1his process involves the consideration by the Chairman and the
Board of responses from individual Directors to a questionnaire which 1s completed on an annual basis
In addition, the other Directors meet collectively once a year to evaluate the performance of the
Chairman As a result of this evaluation the Nommation Commuttee recommends the re-election of

Mr Geoffrey Burns who retires by rotation

The performance of the Company 15 considered 1n detail at each Board meeting

Committees

The Board believes that the interests of shareholders in an imvestment trust company are best served by
limiting 1ts size such that all Directors are able to participate fully in all tho activities of the Board Tt s
for thas reason that the membership of the Audit and Nomination Committees 1s the same as that for
the Board as a whole

Audit Commuittee

Mr Cooke 1s the Chairman of the Audit Commuttee which operates within defined terms of reference
The Audit Commuttee meets at teast twice a year and 1s responsible for reviewing the annual and
intenm reports, the nature and scope of the external autht and the findings therefrom, and the terms
of appointment of the auditors, including their temuneration and the provision of any non-audit
services by them The Audit Commuttee has constdered the independence of the Auditors and the
objectivity of the audit process and 1s satisfied that Lrnst & Young | LP1s independent and has fulfilied
1ts obligations to shareholders The Audit Committee meets representatives of the Investment Manager
and 1ts Comphance Othicer who report as to the proper conduct ot business 1n accordance with the
regulatory environment in which both the Company and the Investment Manager operate and reviews
the Investment Manager's internal controls he Company’s external Auditors also attend this
Commuttee at 11ts request and report on their findings in relation to the Company’s statutory audit

Nomination Committee
Mr Burns 1s the Chairman of the Nomnation Committee which 1s responsible for the Board appraisal
process, and reviews the Board’s size and structure and ts responsible for succession planmng The

Nomination Committee meets at least annually

Remuneration Committee

The Board as a whole considers Directors” remuneration and therefore has not appointed a separate
remuneration committee As the Company 15 an investment trust and all Directors are non-executive
the Companv s not required to comply with the Code in respect of executive Directors’ remuneration
Directors’ fees are detailed in the Directors’ Remuneration Report on page 29

Internal controls

The Board acknowledges that they are responsible for the Company’s system of mnternal controls and has
established a process for wdentifying, evaluating and managing sigmficant nishs faced by the Company
The process 1s subject to regular review by the Board and accords with “Internal Control Gurdance for
Mrectors on the Combined Code” (“The Turnbuli guidance™) which was 1ssued 1n September 1999
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These internal control systems ate designed to safeguard sharchelders’ investment and the
Company's assets It should be recognised that such systems provide reasonable but not absolute
assurance against matenal misstatement or loss

Internal control process

I'he Turnbull gmdance recommends a risk-based approach to the assessment of 1nternal controls The
Board has completed a risk map for the Company and established procedures for the monttoring and
review of the nisks identified [he Board as a whole 1s primanly responsible for the momtonng and
review of nishs associated with investment matters and the Audit Commuttee 15 pnmanly responsible
for other risks

As the Board has contractually delegated to other compames the investment management, the
custochial services and the day-to-day accounting and company secretarial requirements, the Company
relies significantly upon the internal controls operated by those compantes Therefore, the Directors
have concluded that the Company should not establish its own mternal audit function Investment
management 1s performed by Presmier Fund Managers Limuted and administration services by Premuer
Asset Management [td Details af the agreement with the Investment Manager and the admuinistrator |
are given on page 20 and in notes 3 and 20 to the financial statements The custodian 15 Northern Trust
Company limited

Fhe nisk map has been considered at all regular meetings of the Board and Audit Commuttee As
part of the nshk review process, regular reports are received from the Investment Manager on all ‘
mvestment-related matters including comphance with the investment mandate, the performance of
the portfolio compared with relevant indices and comphance with investment trust status
requirements The Board also recenves and reviews reports from the custodian on its internal controls

and their operation

The Board confirms that appropnate procedures to review the effectiveness of the Company's
system of internal control have been in place, throughout the year and up to the date of this report,
whuch cover all controls including financial, operational and compliance controls and nish
management An assessment of internal control, which includes a review of the Company's rish map,
an assessment of the quality of reports on internal control from the service providers and the
effectiveness of the Company’s reporting process, 15 carrted out on an annual basis

Evaluation of Investment Manager's perfermance

The investment performance 1s reviewed at each regular Board meeting at which representatives of the
[nvestment Manager are required to provide answers to any questions raised by the Board The Board
has instigated an annual formal review of the Investment Manager which includes consideration of

+ performance compared with relevant indices,
« investment resources dedicated to the Company,
* investment management fee arrangements and notice penod compared with the peer group, and

* marketing effort and resources provided to the Company

[he Board believes that Premier Fund Managers Limited has served the Company well in terms of
investment performance and has no hesitation in continuing 1ts appointment
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The Company Secretary

The Board has direct access to the advice and services of the Company Secretary, Premier Asset
Management Lid, which s responsible for ensuring that Board and Commuttee procedures are tollowed
and that apphcable regulations are complied with The Secretary 1s also responsible to the Board for

ensunng timety delivery of information and reports and that statutory obligations of the Company
are met

Indivigual Mirectors may take independent professional advice on any matter concerning them in
the furtherance of their duties at the Company’s expense The Company also maintains Directors’ and
Officers’ hability insurance to cover legal defence costs

Relations with shareholders

Communication with shareholders 1s given a high prionty by both the Board and the Imvestment
Manager and all Directors are avanlable to enter into dialogue with shareholders Major shareholders of
the Company are offered the opportunity to meet with the independent non-executive Directors ot the
Board in an attempt to ensure that their views are understood The Board regularly reviews any contact
with the Company’s shareholders and momnttors its shareholder register

All shareholders are encouraged to attend and vote at the Annual General Meeting, during which
the Board and the Investment Manager are available to discuss issucs affecting the Company and
shareholders have the opportumtyv to address questions to the Investment Manager, the Board and the

Chairmen of the Board’s standing commuittees

Any sharcholder who would hike to lodge questions 1n advance of the Annual General Meeting 1s
invited to do so in wniting to the Company Secretary at the address detarled inside the back cover The
Company always responds to letters from individual shareholders

The Annuat and Intenim Reports of the Company are prepared by the Board and its advisers to
present a full and readily understandable review of the Company’s performance Coptes are dispatched
to sharcholders by matl and are also available tor downtoading trom the Investment Manager’s website

A monthly fact sheet 15 produced by the Investment Manager and 15 also available via their website

If a shareholder would like to contact the Board directly, they should wrnite to the Chairman at c/o
Premier Asset Management Ltd, Eastgate Court, High Street, Guildford, Surrey GU1 3DE, marking their
letter “I'nivate and confidential”

Statement of comphance

[he Board beheves that 1t has comphed with all the matenal provisions, 1n so far as they apply to
the Company’s business, of the Code throughout the year under review It did not, however, comply
with the following provisions, as explained previously

* due to the small size of the Board and nature of the business a separate remuneration
cornmittee has not been established, and

* a senior non-executive Director has not been identified

The Board has adhered to the principles of the AIC Code 1n all matenal respects
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SOCIALLY RESPONSIBLE INVESTMENT

The Board has delegated the investrnent management functron to Premier Fund Managers Limited
Ihe Investment Manager's pnimary objecttve 1s to produce supenor financial returms to investors it
believes that over the long-term sound social, environmental and ethical pohicies make good
business sense and takes these 1ssues into account, when, n 1ts view, they have a matenal impact on
either the investment nsh or the expected return from an investment

EXERCISE OF VOTING POWERS

The Board has delegated authonity to the Investment Manager to vote the shares held by the
Company 1n accordance with current best practice. Wherever practical, the fnvestment Manager
does vote the shares but 1n the markets where the Company nvests this 1s not always the case The
[nvestment Manager will refer to the Board on any matters of a contentious nature

PAYMENT OF SUPPLIERS

[ts the Company's payment policy to obtain the best possible terms for all business and therefore
there 15 no consistent policy as to the terms used The Company agrees with ts suppliers the terms on
which business will take place and 1t 15 our policy to abide by these terms There were no trade creditors
at 31 December 2007 (2006 nil)

ANNUAL GENERAL MEETING

Ihe nohice ot the Annual General Meeting sets out the ordinary business and speaal business to be
conducted at the Meeting The following explains the resolutions to be considered at the Meeting as
special business

RESOLUTION 5 & 6 Authority to allot shares

Under Resoluton 5 of the Annual General Meeting (“AGM"), the Directors seek a general power from
shareholders to allot new securities up to an aggregate par value of £18,143 representing approximately
10% of the 1ssued Ordinary share capital of the Company as at 18 March 2008 Such authornty, it
granted, will expire at the conclusion of the next Annual General Mecting

Resolution 6 of the AGM will, if passed, empower the Directors to make allotments of shares
(tnctuding sales of shares held in treasury) for cash on a non pre-emptive basis up to an aggregate of
10% of the 1ssued Ordinary share capital of the Company as at the date of this document

These Resoluttons will provide the Directors wath flexibibity to act in the best interests of sharcholders

RESOLUTION 7 Purchase by the Company of its own shares

At an Annual General Meeting held on 19 Apnl 2007 a special resolution was passed, giving the
Directors authonty until the conclusion of the earler of the 2008 Annual General Meeting and

18 October 2008, to make market purchases of up to a maximum of 2,719,700 Ordinary shares and
2,869,600 Zero Dividend Preference shares Duning the year ended 31 December 2007 no shares were
purchased (31 December 2006 no shares were purchased}
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The Board proposes that the Company should be given renewed authonty to purchase Ordinary
shares and Zero Dividend Preference shares in the market either for cancellation or to be held, sold,
transferred or otherwise dealt with as treasury shares 1n accordance with the Companies Act 1985
Resolunion 7 of the Annual General Meeting, which 1s a special resolution, 15 being proposcd for
this purpose

The Board remains committed to exploring methods by which shareholder value can be enhanced
The purchase and cancellation or hotding in treasury by the Company of its shares at a cost below the
net asset value of those shares enhances the net asset value of the remaining shares This additional
demand for shares may reduce the discount at which the shares trade

[t1s proposed that the Company be authorised to purchase on the London Steck 1 xchange up to
2,719,700 Ordinary shares and 2,869,600 Zero Dividend Preference shares (representing 14 99% of cach
class of the Companv’s 1ssued share capital as at 18 March 2008) Any such purchases will be completed
by the dehvery to the Company of shares which will then be cancelled immediately or held, sold,
transferred or otherwise dealt with as treasury shares 1n accordance with the Comparies Act

Under Fondon Stock Fxchange rules, the maximum price to be paid on any exercise of the
authonty 1n respect of Ordinary shares must not exceed the hugher of {t) 105% of the average of the
middle market quotations for a share tor the five business days immediately preceding the date of
purchase and (n) the higher of the price of the last independent trade and the highest current bid
Scparately we have chosen to restrict our authority to purchase Zero Dividend Preference shares to a
maxnmum price equivalent to therr accrued caputal entitlement at the time of purchase Purchases of
shares will be made within gmidelines set from time to time by the Board Purchases of Ordinary shares
will onlv be made in the market at prices below the prevailing net asset value attributable to an
Ordinary share (as determined by the Directors on a date not falling more than 10 days before any
mntended purchase) and no purchases of Zero Dividend Preference shares will be made at a peice in
excess of their accrued capital enutlement (as at the business day immediately preceding the day on
which the Zero Dividend Preference share 1s purchased) In addition, no Ordinary shares will be
purchased at a price where, immediately following such purchase and on the basis of the Company’s
net asset value (as determined by the Directors on a date not talhing more than 10 days before any
intended purchase), the cover on the Zero Dividend Preference shares (on that date as determined by
the Directors and taking into account any refated purchase of Zero Dividend Preference shares) will be
less than 1 1 times In any event, the mimmum price paid may not be betow Ip per share

the Board will generally endeavour to make any purchases of shares in equal proportions of
Ordinary shares and Zero Dividend Preference shares in order to mamtain the Company’s capital
structure However, there may be nming ditferences in such purchases or it may prove impracticable to
purchase sufficient (or any) shares of the relevant class which may lead to short or longer imbalances in
the Company's structure

Any exercise bv the Company of the authonty to purchase shares will occur only when market
conditions are approprate
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The authonty to purchase shares will last until the Annual General Meeting of the Company 1n
2009, or 13 October 2009, whuchever 15 the earhier The authonty may be renewed by shareholders at a
General Meeting

Purchases will be funded either by using available cash resources, debt or by selling investments
Effect on shareholders

The effect of the implementation of this proposal will generaily be te enhance the net asset value of the
remamning shares, as Ordinary shares will only be acquired in the market for less than their underlying

net asset value and Zero Dividend Preference shares will only be acquired at a pnice equal to or less than i
|
their accrued capital entitlement |
\
\

RESQLUTION 8. Change of name

The Directors seek approval from the shareholders to change the name of the Company to Premier
Energy and Water Trust plc (Resoultion 8) The new name of the Company reflects the focus on the
energy and water sectors The Chairman's Statement on page 4 of this Report and Accounts gives the
rationale for the change of name

AUDITORS
Emst & Young LLP have expressed their willingness to continue n office as Auditor and a resclution
proposing their reappoimntment will be submitted at the Annual General Meeting

The Directors who held office at the date of approval of this Directors’ Report confirm that, so far
as they are each aware, there 15 no relevant audit information of which the Company’s Auditors are
unaware, and each Director has taken all the steps that they ought to have taken as Directors 10 make
themselves aware of any relevant audit informatton and to establish that the Company’s Auditors are
aware of that information

By Order of the Board

Premier Asset Management Ltd
Secretary

18 March 2008
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The Board has prepared this report, 1n accordance with the requirements of Schedule 7A to the
Companies Act 1985 An ordinary resolution for the approval of this report will be put to the members
at the forthcoming Annual General Meeting

The law requires vour Company's auditors to audit certain of the disclosures provided Where
disclosures have been audited, they are indicated as such The auditors” opimion 1s included in their
report on page 31

Remuneration Committee

Ihe Board as a whole fulfils the function of a Remuneration Comnuttee the Company Secretary,
Premier Asset Management Ltd, will be asked to provide advice when the [hrectors consider the level of
Directors’ fees

Policy on Directors' fees

The Board’s policy 1s that the remuneration of non-executive Directers should reflect the expenence ot
the Board as a whole and be fair and comparable to that of other investment trusts that are similar in
size, have a sumlar capital structure and have a similar investment objective

The fees for the non-executive Directars are determined within the himits of £150,000 set out 1n
the Company's Articles of Association The Directors are not eligible for bonuses, pension benefits,

share options, long-term incentive schemes or other benefits

Directors’ service contracts

It 15 the Board's policy that none of the Directors have a service contract The terms of their
appointment provide that a Director shall retire and be subject to re-clection at the first Annual
General Meeting after hus/her appointment, and at least every three years or every year once over
74 years of age or 9 years service after that The terms also provide that a Lirector may be removed
without notice and that compensation will not be due on leaving office

Your Company's performance

For the purpose of this report the Board 15 required to select an index against which the Company’s
perfcrmance can be measured Although performance 15 not measured against a single benchmark the
FTSE Global Utilities [ndex (sterling based) has been selected for this purpose he graph overleaf shows
the share price total return (assuming all dividends are reinvested} to Ordinary sharesholders against
the FISE Global Utiities Index on a total return basis from the date the Company was launched unhl
31 December 2007
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Share price performance
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Directors’ emoluments for the year (audited)
The Directors who served 1n the year received the following emoluments in the form of fees
Year ended Year ended
31 December 31 Decanber
2007 2006
Geoffrey Burns 22,000 22,000
Adam Cooke 15,000 15,000
lan Graham 15,000 15,000
Michael Wigley 15,000 15,000
Total 67,000 67,000
Approval

A resolution for the approval of the Directors’ Remuneration Report for the year ended 31 December

2007 will be proposed at the Annual General Meeting
By Order of the Bod

Premier Asset Management Ltd
Secretary

18 March 2008
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Statement of Directors' responsibilities in
respect of the financial statements

Company law 1n the United Kingdoem requires the Directors to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the Company and of the profit or
loss of the Company for that year In prepaning these financial statements, the Directors are required
to

» select suitable accounting policies and then apply them consistently,
= make judgements and estimates that are reasonable and prudent, and
* follow applicable Umited Kingdom law and approprate accounting standards

T'he Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and to enable them to ensure that the
accounts comply with the Companies Act 1985 They are also responsible for safeguarding the assets of
the Company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregulanties

The financial statements are pubhished on www premierassetmanagement co uk which 1s a website
mantained by the Company’s Investment Manager The work carned out by the Auditors does not
involve consideration of the mamntenance and integnty of this website and accordingly, the Auditors
accept no responsibility for any changes that have occurred to the financial statements since they were
iihially presented on the website Visitors to the website need to be aware that legislation in the
United Kingdom governing the preparation and dissemination of the financial statements may differ
from legislation 1n other jurisdictions
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Independent auditors' report

to the members of Premier Utilities Trust PLC

We have audited the finanaial statements of Premier Utilities Trust PLC for the year ended 31 December
2007 which compnse the Income Statement, the Balance Sheet, the Reconciliation of Movements tn
Shareholders’ Funds, the Cash Flow Statement and the related notes 1 10 22 1hese financial statements
have been prepared under the accounting policies set out therein We have also audited the
information in the Drrectors’ Remuneration Report that 1s described as having been audited

This report 15 made solely to the Company’s members, as a body, i accordance with Section 235 of
the Companies Act 1985 Our audit work has been undertaken so that we mught state to the Company’s
members those matters we are required to state to them 1n an auditors’ report and for no other
purpose lo the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for our audit work, for this report, or
for the opinians we have formed

Respective responsibilities of Directors and Auditors

Fhe [irectors' responsibitities for prepanng the Annual Report, the Directors’ Remuneration Report and
the financial statements i accordance with apphcable United Kingdom law and Accounting Standards
(United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors’
Responsibiiities

Our responsibility 1s to audit the financial statements and the part of the Directors” Remuneration
Report to be audited 1n accordance with relevant legal and regulatory requirements and International
Standards on Auditing (UK and [reland)

We report to you cur opinion as to whether the financial staternents give a true and fair view and
whether the financial statements and the part of the Dhrectors” Remuneration Report to be audited
have been properly prepared 1n accordance with the Compames Act 1985 We also report to you
whether in our opimion the information given in the directors’ report 1s consistent with the finanual
statements

in addition we report to you if, 1n our opimion, the Company has not kept proper accounting
records, if we have not received all the information and explanations we require for our audit, or if
information specified by law regarding directors’ remuneration and other transactions 1s not disclosed

We review whether the Corporate Governance Statement reflects the Company’s compliance with
the nine provisions of the 2006 Combined Code speaified for our review by the Listing Rules of the
Financial Services Authonty, and we report «f 1t does not We are not required to consider whether the
board's statements on internal control cover all nishs and controls, or form an opinion on the
effectiveness of the Companv’s corporate governance procedures or its nisk and control procedures
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Independent auditor’s report

conbinued

We read other information contained 1n the Annual Report and consider whether 1t 1s consistent
with the audited financial statements The other information compnses only the Investment Objectives
and Policy, Company Highlights, Company Summary, Chairman’s Statement, Investment Manager's
Report, Investment Portfolie, Company Details, Financial Summary, Directors, Investment Manager
and Secretary, Directors’ Report, the unaudited part of the Dhrectors’ Remuneration Report, Statement
of Directors’ Responsibihities in Respect of the Financial Statements, Glossary of lerms, Shareholder
Informatien, Notice of Annual General Meeting, Notes to the Notice of Annua) General Meeting and
Directors and Advisers We consider the implications for our report 1f we become aware of any apparent
msstaternents or matenal inconsistencies with the financial statements Qur responsibilities do not
extend to any other mformation

Basts of audit opinion

We conducted our sudit in accordance with [nternational Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An audit includes examination, on a test basts, of evidence
relevant to the amounts and disclosures 1n the financial statements and the part of the Directors’
Remuneration Report to be audited It also includes an assessment of the sigmificant estimates and
judgments made by the Directors in the preparation of the financial statements, and of whether the
accounting pokicies are appropriate to the Company's circumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which
we considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements and the part of the Directors” Remuneration Report to be audited are free
from matenial misstatement, whether caused by fraud or other trregulanty or error [n forming our
opinton we also evaluated the overall adequacy of the presentation of information in the finanaal
statements and the part of the Directors’ Remuneration Report to be audited

Opinion
In gur opinion

* the financiel statements give a true and fair view, 1n accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the Company's affairs as at 31 December 2007 and
of 1ts net return for the year then ended,

+ the hinancial statements and the part of the Directors’ Remuneration Report to be audited have
been properly prepared in accordance with the Companies Act 1985, and

s the information given in the Directors’ Report is consistent with the financial statements

.
N4 D
Frost & Yo a Lt

Registered Auditor
London

18 March 2008
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Income statement
for the year ended 31 December 2007

Year ended 31 December 2007 Year ended 31 December 2006
Revenue Capital Total Revenue Capital lotal
Notes £000 £000 £000 £000 E£000 L00O

Gains on investments -
realised held at far value
through profit or loss 13 - 10,298 10,298 - 10,441 10 441

Gains on investments
= unrealised held at fasr value

through profit or loss 14 - 5,361 5,361 - 1,751 1,751

Incgme 2 2,618 - 2,618 2,367 - 2,367

Investment management and

performance fee 3 {T33) (L6617 (2,394) (624) {1,420 (2.G44)
Gther expenses 4 (337} - (337) (316) - (N6}
Return before finance costs

and taxation 1,548 13,998 15,546 1427 10772 12199

Finance costs 5 (19) {1,660) (1,679) {4) (1,551 {1,555}
Return on ordinary activities

before taxation 1,529 12,338 13,867 1,423 9,221 10,644

Taxation on ordinary activities & {186} - {186) (158} - (158}

Return on ordinary activities
after taxation attributable
to equity shares 1,343 12,338 13,681 1,265 9,221 10,486

Return per Ordinary share (pence) 16 75 40 5779

Return per Zero Dividend Preference
share (pence) 16 8 &7 810

The total column of this statement is the prohit and loss account of the Campany

All revenue and capital items in the above statement derive from continuing operations No operations were
acautred or discontinued during the year

The notes on pages 37 to 50 form part of these financial statements

The supplementary revenue and capital columns are both prepared under guidance published by the Association of
Investment Companies

A Statement of Total Recogrised Gains and Losses 15 not required as all gains and losses of the Company have
been reflected n the above statement
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Balance sheet
as at 31 December 2007

Non current assets

Investments at fasr value through the profit or loss
Current assets

Debtors

Cash at bank

Current liabilities
Creditors amounts falling due within one year
Net current assets

Total assets less current llabilities
Creditors amounts falling due after more than one year
Total net assets

Capital and reserves

Share capital

Redemption reserve

Capital reserve - realised

Capital reserve - unrealised
Special reserve

Revenue reserve

Total equity shareholders’ funds

Net asset value per Zerc Dividend Preference share (pence)

{Zero Dividend Preference shares are classified as financial iabilittes)

Net asset value per Ordinary share {pence}

Notes

i7

2007 2006
£000 £000
71,758 60,789
a3 1,346
6,139 1,465 '
6,552 281
(2927 (2,306)
3,625 505
75,383 61294
(25,379) (23719)
50,004 37575
18 131
0 10
17,658 10 681
13,949 8,588
17,474 V7 474
732 641
50,004 37,575
132 57 12390
275 60 20710 |

The financial statements on pages 33 to S0 were approved by the Board and authorised for 1ssue on 18 March

2008 and were signed on its bghalf by
M’\/\ 3 LL )

Adam Cooke

Director C,/'/

The notes on pages 37 to 50 form part of these financial statements
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Reconciliation of movements in shareholders' funds
for the year ended 31 December 2007

Capual Capital

Share Redemption reserve reserve Special - Revenue
capital reserve  realised  unrcalised reserve reserve lotal

LU00 £000 £0400 LOOO £LO00 £000 £000
For the year ended
31 December 2007
Balance at
31 December 2006 181 10 10,681 8,588 17,474 641 37,575
Return on ordinary
activities after taxation - - 6,977 5,361 - 1,343 13,681
Dividends paid - - - - - (1,252) 1,252)
Balance at
31 December 2007 181 10 17,658 13,949 17,474 732 50,004

Capital Capital

Share Redemption reserve reserve Special Revenue
capital reserve realised unrealised reserve reserve Total

£000 20.10] £000 £000 L0000 £000 LOOND
For the year ended
31 December 2006
Balance at
31 December 2005 181 10 3,21 6,837 17474 601 28 314
Return on ordinary
activities after taxation - - 7470 1751 - 1265 10 486
Dividends pad - - - - - (1,225} {1,225)
Balance at
31 December 2006 181 10 10 681 8,588 17,474 641 37573

The notes on pages 37 to 50 form part of these financial statements
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Cash flow statement
for the year ended 31 December 2007

Year ended Year ended
31 Pecember 31 December
2007 2006
Notes £000 £000
Operating activities
Inceme recewved from investments 2,230 2,336
Interest recerved 173 213
Investment management iees paid (2,095) (878)
Other cash payments (254) (305)
Net cash inflow from operating activities 18 54 1366
Servicing of finance
Interest paid (19) {4)
Taxation
Overseas tax paid (190) (14%)
Financial investments
Purchases of investments (47,667) (67.999)
Sales of investments 53,558 68,930
Futures and options 462 (1198)
Net cash inflow/{ouiflow) from financial investments 6,353 (267)
Equity dividends paid (1,524) (953)
Increase/(decrease) in cash for the year 19 4,674 (7)

The notes on pages 37 to 50 form part of these financial statements
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{a)

(b)

(<)

{d)

(e}

Notes to the financial statements

ACCOUNTING POLICIES
A summary of the principal accounting policies, all of which have been applied consistently throughout the
year, 15 set out below

BASIS OF ACCOUNTING

These financial statements are prepared in accordance with United Xingdom Generally Accepted
Accounting Practice { UK GAAP”) and with the Statement of Recommended Practice 2003 {revised 2005)
regarding the Financial Statements of Investment Trust Companies (*SORP ") 1ssued by the AIC

VALUATION OF INVESTMENTS

Upon initial recognition investments are designated by the Company ‘at fair value through profit or loss
They are accounted for on the date they are traded and are included imitially at fair value which is taken to
be thetr cost Including expenses incidental to purchase Subsequently investments are valued at fair value
which 1s the bid market price for isted investments Unquoted investments are valued at fair value by the
Board which 1s established with regard to the internationat Private Equity and Venture Capital Valuation
Guidelines by using where appropriate latest dealing prices, vatuations from reliable sources and other
retevant factors Where no rehiable far value can be estimated for such unquoted investments they are
carried at cost, subject to any provision for impairment

The differences between the cost of fixed asset investments (including futures and options) and their
valuation at the Balance Sheet date have been treated as unrealised appreciation/depreciation and have
been taken to capital reserve - unreahsed

Profits and losses on realisation of fixed asset investments have been taken to capital reserve - realised

FOREIGN CURRENCY

Transactions denominated tn forergn currencies are translated into sterling at actual exchange rates as at
the date of the transaction or, where appropriate, at the rate of exchange 1n a related forward exchange
contract Monetary assets and hiabilities denominated in foreign currencies at the year end are reported at
the rates of exchange prevailing at the year end or where appropriate, at the rate of exchange in a related
forward exchange contract Any gamn or loss ansing from a change in exchange rates subsequent to the
date of the transaction 1s included as an exchange gain or toss in capital reserve - realised Foreign
exchange movements on investments are included in the Income Statement within gains on 1avestments

INCOME
Investment incame, which mcludes related taxation, has been accounted for on an ex dividend basis or
when the Company s right to the income 15 estabbshed

Interest receivable on depostts 1s accounted for on an accruals basis

EXPENSES
All expenses are accounted for on an accruals basis and are charged as follows

- the basic investment management fee 1s charged wholly {o revenue,

- the performance fee earned for the year ended 31 December 2007 has been allocated between capital and
revenue based on the out performance attributable to capita! and revenue respectively

+ Investment transactions costs are included within the book cost of the investments, and

= other expenses are charged wholly to revenue
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Notes to the financial statements

continued

1.

N

{9)

(n
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ACCOUNTING POLICIES continued

ZEROQ DIVIDEND PREFERENCE SHARES

The Company s Zero Dividend Preference shares are classified as a financial habikity and shown as a hability in
the balance sheet

The Directors have allocated 1G0% of the finance costs refating to the Zero Dividend Preference shares to
capital Accordingly a redemption reserve has been set up to provide for the repayment entitlernents attached
to the Zero Dividend Preference shares which accrue on a daity basis to the date of the Company s winding up
on 31 December 2010 These shares are entitled to a repayment of 162 41p initially on the planned winding up
date, equivalent to a redemption yield of 7% per annum on the 100p 1ssue price

CAPITAL RESERVE - REALISED
The followng are accounted for in this reserve

* reahised gawns or tosses on the disposal of investments, and

+ realised exchange differences on the disposal of foreign currency batances

CAPITAL RESERVE ~ UNREALISED
The following are accounted for 1n this reserve

» unreahsed mncreases or decreases in the valuation of investmentis held at the year-end and

* ynrealsed exchange differences in the valuation of foreign currency balances and forward foreign exchange
contracts in existence at the year end

SPECIAL RESERVE
The spectal reserve Is avallable for the repurchase by the Company of its own shares

iNCOME
Year ended Year ended
31 December 31 December
2007 2006
£000 LO0O
Income from investments
UK franked investment income 619 572
Overseas dividends 1,805 1570
Other income 194 225
2,618 2.367
INVESTMENT MANAGEMENT FEE

Year ended Year ended
31 December 31 December

2007 2006
LO0U LOOO
Charged to Revenue
Investment management fee 673 556
Irrecoverable VAT thereon 60 68
733 624




Notes to the financial statements

continued

3.

INVESTMENT MANAGEMENT FEE continued

Year ended Year ended
31 December 31 Decamber
2007 2006
£000 £O00

Charged to Capital
Performance fee 1,661 1,265
Irrecoverable VAT thereon - 155
1,661 1420

The Company s Investment Manager I1s Premier Fund Managers Limited under an agreement terminable by
either party giving not less than 12 months written notice Under the investment management agreement the
Investment Manager s entitled to receive from the Company a management fee, payable monthly in arrears of
1% of the gross assels of the Company This fee 1s charged to revenue

In addition the Investment Manager 15 entitled to 3 performance fee in respect of each accounting year of the
Company commencing with the penod ended 31 December 2004 if (1) the dividends paid or proposed to be
pad on each Ordinary share in respect of that accounting year (on an annualised basis in respect of the first
accounting period) equals at least 6 75p and (1) the gross assets at the end of the year exceed the highest
level of gross assets at the end of any previous accounting year or (f higher) the imitial gross assets by more
than 7 5% (agatn on an annualised basis) In that event, the performance fee will be equal to 15% of the excess
The performance fee that became payable has been allocated to capital in the current year

OTHER EXPENSES
Year ended Year ended
31 December 31 December

2007 2006
£000) LO00
Secretarial services 84 75
Administration expenses 167 155
Auditar's remuneration - audit services 19 19
Directors' fees 67 67
337 316
FINANCE COSTS
Year cnded 31 December 2007 Year ended 31 December 2006
Revenue Capital Total Revenuce Capital Total
L0000 E£000 L0000 LO00 £000 £000
Bank interest 19 - 19 4 - 4
Appropriatiens 1n respect
of Zero Dividend Preference
shares - 1,660 1,660 - 1551 1,551
19 1,660 1,679 4 1,551 1,555
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Notes to the financial statements

continued

6. TAXATION
{a) ANALYSI|S OF CHARGE IN THE YEAR:

Year ended 31 December 2007 Year ended 31 December 2006

Revenue Capital Total Revenue Capital Total

£000 €000 £000 £000 E£00X) 000

Foreign tax suffered 186 - 186 158 - 158
Totat current tax for the

year {(see note 6 (b)) 186 - 186 158 - 158

Tax charge for the year 186 - 186 158 - 158

{b) FACTORS AFFECTING CURRENT TAX CHARGE FOR THE YEAR:
The tax assessed for the year is lower than the standard rate of corporation tax for a company {30%)

The differences are explained betow

Year ended Year ended
31 December 31 December

2007 2006

£000 LO00

Net tncome before taxation 1,529 1423

Corporation tax of 30% 459 427
Effects of

Non-taxable UK dividends (186) (72)

Expenses not deductible for tax purpose 1 -

Movement in overseas dividends taxable on receipt (4) (27)

Allowable expenses in capital {498} (426)

Movement in excess expenses 228 198

Overseas tax 186 158

(273) (269)

Current tax charge for the year (see note & (a)} 186 158

Due to the Company s status as an investment trust, and the intention to continue meeting the conditions
required to obtain approval in the foreseeable future, the Company has not provided for deferred tax on any
capital gains and losses anising on the revaluation or disposal of investments

Atter claiming rehief against accrued income taxable on receipt, the Company has a deferred tax asset of
approximately £404,000 (31 December 2006 £115,000) relating to excess expenses It 1s unlikely that the
Company will generate sufficient taxable profits in the future to utihse these expenses and therefore no
deterred tax asset m respect of these expenses has been recognised
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Notes to the financial statements

continued

7. DIVIDEND
Year ended
31 December
2007
Per Ordinary share LOOO
First interim dividend - paid on 29 June 2007 150p 272
Second interim dividend - paid on 28 September 2007 150p 272
Third snterim dividend - patd on 31 December 2007 150p 272
Fourth interim dividend - payable on 31 March 2008+ 2 50p 454
T00p 1,270

* Not included as a hability in the year ended 31 December 2007 accounts

The fourth interim dividend will be patd on 31 March 2008 to members on the reqister at the close of business
on 7 March 2008 The shares were marked ex-dividend on 5 March 2008

In accordance with FRS521 the proposed fourth interim dividend has not been included as a hability 1n these
accounts

Dwvidends relating to the year ended 31 December 2006 are detailed below

Year endod

31 December

2006

Per Ordinary share LO00

First interim dividend - paid on 30 June 2006 150p 272
Second interim dividend - paid on 29 September 2006 150p 272
Third interim dividend - paid on 29 December 2006 15C0p 272
Fourth interim dividend - paid on 30 March 2007* 2 40p 436
&90p 1,252

* Not Included as a habiity at 31 December 2006

8. INVESTMENTS

(a} SUMMARY OF VALUATION
Yecar ended Year ended
31 December 31 Necember

2007 2006
LODO LONO

Investments listed on arecegnised investment exchange
- UK 18,121 11699
- Overseas 51,731 48,670
69,852 60 369
Unguoted investment - UK 906 420
Unguoted Investment - Overseas 1,000 -
71,758 60789
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Notes to the financial statements

continued

INVESTMENTS continued

{t) MOVEMENTS

42

(1} In the year ended 31 December 2007

Quoted Quoted Unquoted Unquoted Total
UK Overseas UK Overseas 2007
£000 £000 £000 £O00 £000
Book cost at beginning of year 9,980 40,673 350 - 51,003
Unrealised appreciation 1,719 7,997 70 - 9786
Valuation at beginning of year 11,699 48,670 420 - 60,789
Purchases at cost 16,400 321 375 1,000 48,986
Sales
- proceeds {10,572) {41,906) - - {52,478)
- realised gains 1,517 8,791 - - 10,298
Movement i unrealised appreciation {641) 4,693 m - 4,163
Valuation at end of year 18,403 51,449 906 1,000 71,758
(i1} In the year ended 21 December 2006
Quoted Quoted Unquoted Unquoted Total
UK Orverseas UK Overseas 2006
£000 LO0O £000 CO00 [20.400)
Book cost at beginning of year 14,739 27412 - - 42,151
Unrealised appreciation 1055 5782 - - 6,837
Valuaton at begenning of year 15,794 33194 - - 48988
Purchases at cost 11,273 56,798 350 - 68,421
Sales
- proceeds (18,910) (51100} - - (70 Q10)
- realised gains 32e8 7213 - - 10 441
Movement In unrealtsed appreciation 314 2,565 70 - 2,949
Valuation at end of year 11,699 48,670 420 - 60789
Comprising
Total Total
year ended year ended
31 December 31 December
2007 2006
£000 £O00
Book cost at end of year 57,809 51,003
Net unrealised appreciation at end of year 13,949 9786
Valuation at end of year 71,158 60,789

The purchases and sales proceeds figures above for the year ended 31 December 2007 include transaction

costs of £320 000 (2006 £386,000)




Notes to the financial statements

continued

8. INVESTMENTS continued
(c) GAINS ON INVESTMENTS

Realised gains on sales
increase inunrealised appreciation

Total Total

year ended year ended
31 December 31 December
2007 2006

LODO £000

10,298 10,441
4163 2949
14,461 13,390

A list of the Company s investments 1s shown on page 9. a sector breakdown and a geographical allecation is

shown on page 7

9. DEBTORS

Accrued income and prepayments
Overseas tax recoverable

Margin deposits held by broker
Other

10, CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Purchases tor future settiernant
Performance fee payable
Other cred:tors

1. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

19143,433 Zero Dividend Preference shares of £E001
Redemption reserve
Allocation of special reserve

Ycar ended Year ended
31 December 31 December
2007 2006

E0O0 £O00

396 185

14 10

- 1,080

3 7

413 1346

Year ended Year ended!
31 December 31 December
2007 2006

£000 LO00

1,005 -

1,661 1,487

261 819

2,927 2,306

31 December

31 December

2007 2006
£000 £000
191 191
6,236 4,576
18,952 18,952
25,379 23,719

The authorised number of Zero Dividend Preference shares of £0 01 as at 31 December 2007 15 105,000,000
(31 December 2006 105,000,000} The allotted, 1ssued and fully pard number of Zerc Dividend Preference
shares of £0 01 as at 31 December 2007 15 19,143,433 (31 December 2006 19,143,433)
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Notes to the financial statements

cantinued

12.

13

14

15.
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SHARE CAPITAL

Authornised
Ordinary shares of £0 01

Allotted, 1ssued and fulty paid
Ordwary shares of £0 01

No shares were bought back in the year to 31 December 2007 (31 December 2006 nd)

CAPITAL RESERVE - REALISED

Qpening balance

Net gain on reahisation of investments

Provision for premiusm on redemption of Zero Dividend Preference shares

Performance fee
Closing balance

CAPITAL RESERVE - UNREALISED

QOpening batance

Movement in unreahsed appreciation

Investments
Futures and options
Closing balance

FINANCIAL COMMITMENTS

Year ended Year ended Year ended Year ended

31 December 31 December 31 December 31 December
2007 2007 2006 2006

Number of shares E£000 Number of shares £000
105,000,000 1,050 105,000,000 1,050
105,000,000 1,050 105,000,000 1,050
18,143,433 181 18143,433 181
18,143,433 181 18143,433 181
Year ended Year ended

31 December 31 December

2007 2006

£000 LUK

10,681 3,21

10,298 10,441
(1,660) (1551)

(1,661) (1,420)

17,658 10,681

Year ended Year ¢nded

31 December 31 December

2007 2006

£000) £O00

8,588 6,837

4,163 2949

1198 (1198)

13,949 8588

At 31 December 2007 there were no commitments in respect of unpaid calls and underwrttings (31 December

2006 nd)




Notes to the financial statements

continued

16.

18

19,

RETURN PER SHARE
Ordinary shares

Totat return per Ordinary share is based on the net total return on ordinary activities after taxation of
£13,681,000 (31 December 2006 £10,486,000)

These calculations are based on 18,143,433 Ordinary shares in 1ssue during the year to 31 December 2007
(2006 18143 433)

Zero Dividend Preference shares

The return per Zero Dividend Preference share 15 based on the annualised gross redemption yield of 70%
This calculation s based on the 19143,433 Zero Dividend Preference shares in issue during the year
(2006 19,143,433)

NET ASSET VALUE PER SHARE
The net asset value per share and the net assets avallable to each class of share, are as follows

Net Net

asset value Net assets asset value Net assets

per share available per share available

31 December 31 December 31 December 31 Decomber

2007 2007 2006 2006

Pence L£OO0 Pence [20:411)

Ordinary shares (18143,433 shares in issue) 275 60 50,004 20710 37575
Zero Dividend Preference shares*®

{19,143,433 shares In 1s5ue) 132 57 25,379 12390 23719

* C(lassed as a liabiiity

RECONCILIATION OF NET RETURN BEFCRE FINANCE COSTS AND TAXATION TO NET CASH
INFLOW FROM OPERATING ACTIVITIES

Year ended Year cnded
31 December 31 December

2007 2006

f20.1.4] LOOO

Net return befare interest payable and taxation 1,548 1,427

Other debtors 72 (53)

Accrued income and prepayments (215} 182

Other creditors 310 1230

Performance fee capitalised {1,661} (1420)

Net cash inflow from operating activities 54 1366
ANALYS!S QF CHANGES IN CASH DURING THE YEAR

Year ended Year ended

31 December 31 December

2007 2006

£000 L0000

Beginning of year 1,465 1,472

Net ¢cash inflow/{outflow) 4,674 N

Analysis of balance
Bank balance 6,139 1,465

45



Notes to the financial statements
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20. RELATED PARTY DISCLOSURES

Fa

(a)

)}
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Under FRS 8, the Company Is required to provide additional information concerning its relationship with the
Investment Manager, Premier Fund Managers Limited (' PFM ) and other transactions with companies within
the Premuer Group

Details of the investment management fee charged by PFM 15 set out in note 3 In addition, Premier Asset
Management Ltd acts as Company Secretary and the fee for secretarial services is set out in note 4 At
31 December 2007 £1,.863705 (31 December 2006 £1,565,190) of these fees remained outstanding

RISK MANAGEMENT POLICIES AND PROCEDURES

As an investment trust the Company invests in equities and other investments for the long-term so as to
secure its investment objectives stated on page 16 In pursumng its mnvestment objective, the Company is
exposed to a vartety of risks that could result in either a reduction in the Company’s net assets or a reduction
of the profits available for dividends

These risks include market rnisk (comprising currency risk, interest rate risk, and other price risk) liqurdity risk,
and credit risk, and the Directors’ approach to the management of them are set out below

The objectives, policies and processes for managing the risks, and the methods used to measure the risks that
are set out below, have not changed from the previous accounting period

MARKET RISK

The fair value or future cash flows of a finangial Instrument held by the Company may fluctuate because of
changes In market prices This market risk comprises three elements - currency risk (see (b} below), interest
rate risk (see (¢} below) and other price risk (see (d) below) The Board of Directors reviews and agrees poficies
for manaqing these risks, which have remained substantially unchanged from those applying in the year ended
31 December 2006 The Company's investment Manager assesses the exposure to market risk when making
each invesiment decision, and monitors the overall level of market risk on the whole of the investment
portfolio on an ongomg basis

CURRENCY RISK

Certain of the Company s assets, habilities, and \ncome, are denominated an currencies other than sterling (the
Company s functional currency and in which it reports its results) As aresult, movements in exchange rates
may affect the sterling value of those items

Management of the nisk

The Investment Manager monitors the Company's exposure and reports to the Board on a regular basis
Futures and options may be used to hmit the Company’s exposure to future changes in exchange rates There
were no futures and options as at 31 December 2007

Income denominated in foreign currencies (s converted to sterling on receipt The Company does not use
financial iInstrumenis to mitigate the currency exposure in the period between the time that income 1s
incluced in the {inancial statements and its receipt
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21. RISK MANAGEMENT POLICIES AND PROCEDURES continued

Foreign currency expostires
There were no monetary ttems that have foreign currency exposure at 31 December 2007 (31 December 2006
ail} An analysis of the Company's equity investments that are priced in a foreign currency Is

As at 31 December 2007 As at 31 December 2006
Fifect Effect

aof Options Net of Options Net
Investments and Fatures exposure  Investments and Tutures expasure
Currency LO0O £000 E£000 L£O00 £O00 EO00
Australian Dollar 1,330 - 1,330 - - -
Canadian Dollar 825 - 825 3000 - 3000
Czech Koruna 1,052 - 1,052 2,958 - 2958
Euro 20,389 - 20,389 24134 [{leNtk] 14,021
Hong Kong Doltar 4,597 - 4,597 5964 - 5964
Hunganan Forint - - - 1,699 - 1,699
Malaysian Ringgit 2939 - 2,939 1147 - 1147
New Zealand Dollar 869 - 869 2,420 - 2,420
Singapore Dollar 829 - 829 969 - 969
Us Doltar 18,619 - 18,619 6,379 - 6,379
51,449 - 51,449 48,670 {10113} 38,557

FOreIgn crerrency sensitivity

The foliowing table tlustrates the sensitivity of the proht after taxation for the year and the equity in regard to
the Company s moneltary financial assets to changes in the exchange rates for the various currencies too
which the Company 1s exposed

if sterling had weakened by an average of 10%, this would have had the following effect

2007 2006
£000 £000
Income statement - profit after taxatton
Revenue return 181 157
Capitat return 6,051 5588
Total profit after taxation for the year 6,232 5,745
Equity 6,232 5,745
if sterling had strengthened by an average of i0%, this would have had the following effect
2007 2006
£000 L0000
Income statement - profit after taxation
Revenue return (181) (157)
Capital return {6,051} {5,588)
Total profit after taxation for the year (6,232} (5,745)
Equity (6,232) (5.745)

In the opinion of the Directors, the above sensitivity analyses are not representative of the year as a whole,
sin¢e the level of exposure changes frequently as part of the currency risk management process used to meet
the Company’s objectives
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(d)

(e)

RISK MANAGEMENT POLICIES AND PROCEDVURES continued

INTEREST RATE RISK

Interest rate movements may affect the level of income receivable on cash deposits The Company,
generally, does not hold significant cash balances but when it does 1t seeks to hmit exposure to any
one bank {0 10% of net assets

Cash at bank af 31 December 2007 {and 31 December 2006) was held at floating interesting rates,
inked to current short term market rates

OTHER PRICE RISK
Other price risks (+e changes in market prices other than those arising from interest rate risk or
currency risk} may affect the value of the quoted and unguoted equity investments

Management of the risk

The Board of Directors manages the market price risks mmherent m the investment portfohios by
ensuring full and timely access to relevant infermation from the Investment Manager The Board
meets requiary and at each meeting reviews investment performance The Board monitors the
Manager's compliance with the Cempany’s objectives

When appropriate the Company manages 1ts exposure to risk by buying put optrons en indices and on
guoted equity investments in its porticlo

Coneentration of expostire to other price risks
A sector breakdown and geographical allocation of the portfelio 1s contained in the Investment
Manager's Report on pages 6 and 7

Other price risk sensitivity

The following table illustrates the sensitivity of the profit after taxation for the year and the equity to
anncrease or decrease of 10% in the fair values of the Company’s equities (including equity through
options) This level of change 1s considered to be reasonably possible based on observation of current
market conditions The sensitivity analysts 1s based on the Company s equities and eguity exposure
through options at each balance sheet date, with all other variables held constant

The impact on the revenue return relates to the change in performance fee accrued which 1s charged
at 15% to any outperformance (see note 3)

Incrcase n Decrease 1n Increase in Decrease in

fair value fair value fair value fair value

2007 2007 2006 2006

[Xa 0] L£O00 £O00 £000

Income statement - profit after taxation

Revenue return - (decreasel/increase (1,076) 1,076 (2D 91
Capital return - increase/(decrease) 7176 (7,176) 6,079 (6,079
Total prohit after taxabion - increase/(decrease) 6,100 (6,100) 5168 (5168)
Equity 6,100 (6,100} 5168 (5,168)

LIQUIDITY RISK
This 1s the risk that the Company will encounter difficulty in meeting obligations associated with
financial iabilities

Management of the risk
Liquidity risk is not sigruficant as the majority of the Company s assets are investments in quoted
equities that are readily realisable The Company does not have any borrowing faciitias

The investments in unquoted securities may have hmited hguidity and be difficult to realise At
31 December 2007 unquoted securities represented 2 7% of the total investment portfolio
(31 December 2006 10%)
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21. RISK MANAGEMENT POLICIES AND PROCEDURES continued

{e)

LIQUIDITY RISK continued

The Board gives guidance to the Investment Manager as to the maximum amecunt of the Company s
respurces that should be invested In any one holding The policy 1s that the Company should remain
fully invested in normal market conditions and that shot term borrowing be used to manager short-term

cash requirements

{f} CREDIT RISK

The failure of the counterparty to a transaction to discharge its obligations under that transaction

could result in the Company suffering a loss

Management of the risk
This nsk 1s not signihicant, and 1s managed as follows

= investment transactions are carried out with a large number of brokers, whose credit standing s
reviewed periodically by the investment manager, and limits are set on the amount that may be due

from any ane broker, and
« cash at bank s held only with reputable banks with high qualty external credit ratings

None of the Company s financial assets are secured by collateral or other credit enhancements

{g) FAIR VALUES OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Except for the Company's Zero Dividend Preference shares, the fair values of the financial assets and
habilities are either carried in the balance sheet at their far vatue (investments and derivatives), or
the balance sheet amount Is a reasonable approximation of fair value (due from brokers, dividends

recelvable accrued income due 1o brokers, accruals and cash balances)

The market value has been used to determene the fair value of the Zero Dividend Preference shares

As at 31 December 2007 As at 31 December 2006

Book valuc Farr value Book value [air valug

£m £m £m £m

Zera Dividend Preference shares 254 263 237 245

{h) CAPITAL MANAGEMENT POLICIES AND PROCEDURES
The Company's capital management cbjectives are

* to ensure that the Company will be able to continue as a going concern, and

= to maximise the income and capital return to its equity shareholders through an approprate
balance of equity capital and debt

The Company s capital at 31 December comprises

2007 2006
EGO0 £000
Debt
Zero Dividend Preference shares (25,379) (23719)
Equity
Equity share capital 181 181
Retained earnings and other reserves 49,823 37394
50,004 37575
Total Capitai 75,383 61,294
Debt as a % of total capital 337% 387%

The Company's objectives policies and processes for managing capital are unchanged from the
preceding accounting period
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RISK MANAGEMENT POLICIES AND PROCEDURES continued

CAPITAL MANAGEMENT POLICIES AND PROCEDURES continhued
The Company 1s subject to several externally imposed capital requirements

* As a public company, the Company has tc have a minimum share capital of £50,000

« in order to be able to pay dividends out of profits available for distribution by way of dividends, the
Company has to be able to meet cne of the two capital restriction tests imposed on tnvestment
compames by company law

These requirements are unchanged since last year and the Company has compited with them

CONTINGENT ASSET

On 28 June 2007 the European Court of Justice announced that it had found in favour of the
Association of Investment Companies and JPMorgan Claverhouse Trust pic in declaring that
management expenses of investrnent trusts should be exempt from VAT Her Majesty's Customs and
Revenue ("HMRC") has recently announced that it has accepted that fund management services are
exempt from VAT and 1t has withdrawn from the appeat in the JPMorgan Claverhouse Investment
Trust case The Company will therefore no longer be charged VAT on management expenses and it 1s
expected that it will be able to recaver some or all of the VAT previously charged on management
fees Clanification as to how clains for past VAT will be processed 1s awaited from HMRC Since its
launch m November 2003 to 31 December 2007 the Company has paid approximately £750,000 of
VAT on its management expenses and recovered approximately £215,000 of this through its
quarterly VAT returns There I1s therefore a potential additional recovery of £535,0C0 of VAT en
these fees This potential recavery of VAT has not been recogrised in the financial statements for
the year ended 31 December 2007, as no agreement has been finalised with the Manager



Glossary of terms

DISCOUNT/PREMIUM

If the share price of an investment trust 1s lower than the NAV per share, the shares are said to be
trading at a discount The size of the discount 1s calculated by subtracting the share price from the NAV
per share and 1s usvally expressed as a percentage of the NAV per share If the share price 15 hugher than
the NAV per share, the shares are sald to be trading at a premium

GEARING

Also known as leverage, particularly in the USA Gearing 1s introduced when a company borrows
money 1o buy additional investments The objective 1s to enhance returns to shareholders but there 1s
the nsh of the opposite effect 1f the additional investments fall 1n value

GROSS REDEMPTICON YIELD

The returnt on a fixed-interest secunty, or any investment with a known hfe, expressed as an snnual
percentage and without any deduction for tax Redemption yield measures the capital as well as
income return on investments with a fixed life

HURDLE RATE

The compound rate of growth of the total assets required each year untt! the wind-up date for
shareholders to receive either a predetermined redemption price or, in some cases, a return of the
amount onginally invested Any class of share ranking for prior payment should be taken 1nto account
in this calculation

NET ASSET VALUE ('NAV")

The NAV 15 the assets attributable to sharcholders expressed as an amount per individual share The
assets attributable to shareholders 15 the total value of all a compames assets, at current market value,
having deducted all prtor charges at their par value (or at their asset value)

SPLIT CAPITAL INVESTMENT TRUST

Annvestment trust with two or morce classes of share 1n 1ssue, cach class having specified entitlements

to income or capital Typcal classes of share include ordinary shares, capital shares, zero dividend
preference shares and income and residual capital (or geared ordinary) shares -

TOTAL RETURN

The combined effect of any dividends paid, together with the nise or fall in the share price or NAV
Total return statistics enable the investor to make performance compansons between companies with
different dividend polivies Any dividends (after tax) received by a shareholder are assumed to have
been reinvested 1n either additional shares of the company at the time the shares go ex-dividend (the
share price total return) or in the assets of the company at 1ts NAV per share {the NAV total return)



Shareholder information

FINANCIAL CALENDAR
Company’s year-end
Annual results announced
Annual General Meeting
Company’s half-year end
Half-year results announced

31 December
early March
29 April 2008
30 June

early August

Dividend payments quarterly 31 March, 30 June,
30 September and 31 December

SHARE PRICE AND PERFORMANCE INFORMATION

The Ordinary shares and Zero Dividend Preference shares are listed on the [ ondon Stock Fxchange

The mid-market prices are quoted daily in the Financial Limes and The Dadv Telegraph

Information about the Company can be obtained directly via www premierassetmanagement co uk

Any enguines can also be e-matled to premier@premierfunds co uk

SHARE DEALING

A share dealing service 15 avallable through Premier on 01296 390408, or alternatively shares can be

purchased through your usual stockbroker

Information en the Premier ISA and PLP products can be obtained by contacting Premier

on 014873 400400

SHARE REGISTER ENQUIRIES

The register for the Ordinary shares and Zero Dividend Preference shares 1s maintained by

Capita Registrars In the event of quenes regarding your holding, please contact the Registrar on
0871 664 0300 (calls cost 10p per muntute plus network extras) overseas +44 208 639 3399 or visit
www shareholder services@captaregistrars com Changes of name and/or address must be notified in

wrnting to the Regustrar
PREMIER FUND MANAGERS LIMITED
Other 1y estment companies managed by Premier are

Acorn Income hund Limited

Premier Renewable Fnergy Fund Lmuted
The Zero Preference Growth Trust PLC
US Special Opportunities Trust PLC

Further details of these funds can be obtained from Prenuer on 01483 400400
[-mail premier@premicrfunds co uk
www premierassetmanagement co uh

GRAPHIC REMOVED

A member of the Association of Investment Compares
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Notice of annual general meeting

to the members of Premier Utilities Trust PLC

Notice 1s hereby given that the Annual General Meceting of the Company will be held at the offices of
Premier Asset Management Ltd, Eastgate Court, High Street, Guildford, Surrey GU1 3DE on Tuesday,
29 Apnl 2008, at 2 00 pm to consider and, if thought fit, pass the fallowing resolutions, which will be

proposed as to resolutions 1, 2, 3, 4 and 5 as ordinary resolutions and as to resolutions 6, 7 and 8 as
speaial resolutions

ORDINARY RESOLUTIONS

1

2

3

4

To approve the Directors’ Remuneration Report for the year ended 31 December 2007
To receive the Directors’ Report and kinancial Statements for the year ended 31 December 2007
lo re-elect Mr Geoffrey Burns as a Dhrector of the Company

To re-appoint Ernst & Young LLP as Auditors of the Company and to authornse the Board to
deternune their remuneration

Authonty to allot relevant securities

lhat, the Board be and it 15 hereby generally and unconditionally authorised to exercise all powers
of the Company to allot relevant securities (within the meaning of Section 80 of the Companies
Act 1985 (the *Act’}) up to an aggregate nominal amount of £18,143 (betng approximately 10% of
the 1ssued Ordinary share capital of the Company as at 18 March 2008} provided that this
authority shall expire at the conclusion of the next Annual General Meeting of the Company after
the passing of this resolution, save that the Company may before such expiry make an offer or
agreement which would or mught require relevant secunties to be allotted after such expiry and the
Board may allot relevant securnities in pursuance of such an offer or agreement as i the authonty
conferred hereby had not expired

SPECIAL RESOLUTIONS

6

Authonty to disapply pre-cmption nghts

That subject to the passing of Resolution 5 set out above, the Directors of the Company be and
they arc hercby empowered pursuant to Section 95 of the Act to allot (within the meaning of
Section 94(3A) of the Act) equity secunties (within the meaning of Section 94(2} of the Act} wholiy
for cash as if Sectton 89(1) of the Act did not apply to any such sale, provided that this power shall
be himited to the allotment (within the meaning of Scction 94(3A) of the Act) of equity securities
(ncluding any 1ssue of shares for cash out of treasury) for cash up to an aggregate nomnal amount
of £18,143, representing approximatelv 10% of the Company’s Ordinary share capital in 1ssuc as at
18 March 2008 and shall expire on the conclusion of the Annual General Meeting of the Company
to be held in 2009, save that the Company may before such expiry makhe offers, agreements or
arrangements which would or might require equity securities to be allotted after such expiry and so
that the Directors of the Company may allot equity secunties in pursuance of such offers,
agreements or arrangements as 1f the power conferred hereby had not expired

53




Notice of annual general meeting

continued

SPECIAL RESOLUTIONS continued

7

54

Authority to repurchase the Company’s shares

That, the Company be and 15 hereby generally and unconditionally authonsed 1n accordance with
Section 166 of the Act to make market purchases {(within the meaning of Section 163 of the Act) of
Ordinary shares and of Zero Dividend Preference shares in the capital of the Company (together
the “Shares”), provided that

(@) the maximum number of Shares hereby authonsed to be purchased shall be 2,719,700
Qrdinary shares and 2,869,600 Zero Dividend Preference shares,

{t) the mintmum price which may be paid for a Share 15 1 pence,

(¢} the maximum price which may be paid for an Ordinary share 15 an amount equal to the
highest of (1) 105% of the average of the middle market quotation for an Ordinary share taken
from the London Stock Exchange Daily Official List for the five business days immediately
preceding the day on which the Ordinary share 15 purchased and (1) the lugher of the price
of the last independent trade and the highest current bid as stipulated by Article 5(1) of
Commussion Regulation (EC) 22 December 2003 implementing the Market Abuse Directive
as regards exemptions for buy back programmes and stabilisation of financial markets
(No 2273/2003) and the maximum price which may be patd for a Zero Dividend Preference
share 1s its accrued capital entitlement as at the business day immediately preceding the day
on which the Zero Dividend Preference share 1s purchased,

(d) the authonty hereby conferred shall expire at the earlier of the conclusion of the Annual
General Meeting of the Company n 2009 and 29 October 2009 unless such authonty is
renewed prior to such time, and

(e} the Company may make a contract to purchase Shares under the authornty hereby conferred
prior to expiry of such authonty which will be or may be executed wholly or partly after the
expiration of such authonty and may make a purchase of Shares pursuant to any such contract

Any shares so purchased may be cancetled or {(where purchased out of distributable profits and
subject to the hmitations set out in the Act) held in treasury and dealt with 1n accordance with the
provisions of the Act as the Directors may determine

Authonty to change the name of the Company
That the name of the Company be and 1s hereby changed to Premier Energy and Water Trust plc

By order of the Board
Premier Asset Management Ltd
Secretary

18 March 2008



Notes to the notice of annual general meeting

1 A member of the Company entitled to attend and vote at the ineeting may appoint one or more
proxies to excercise all or any of their nghts to attend and to speak and vote on their behalf at the
meeting A proxy need not be a shareholder of the Company A shareholder may appomnt more than
one proxy 1 relation to the Annual General Meeting provided that cach proxy 1s appeinted to
exercise the nghts attached to a different share or shares held by that shareholder

2 Pursuant to Regulation 41 of the Uncertificated Secunties Regulations 2001, the Company gives notice
that only those sharcholders entered on the register of members of the Company at 5 00 pm on
27 Apnl 2008 will be entitled to attend and vote at the aforesaid meeting 1n respect of the number of
shares registered in their name at that time Changes to the entries on the register after that ime will
be disregarded 1n determuming the rnights of any person to attend or vote at the meeung

3 Aform of praxy 1s enclosed for use by shareholders To be effective, the form of proxy for use at the
meeting and the power of attorney or other authornty (if any) under which it 1s signed, or a notanally
certified copy of such power or authornty, must be deposited at the office of the Company's registrars,
Capita Registrars, The Registry, 34 Bechenham Road, Beckenham, Kent BR4 4 I'U not less than
48 hours before the time appointed for holding the meeting or any adjournment thereof

4 Complenion and return of a form of proxy will not prevent sharcholders from attending the meeting
and voting 1n person if they so wish

5 The register of interests of the Directors and connected persons in the share capatal of the Company,
giving details of all transactions of cach Director and his family interests in the shares of the
Company, will be available for inspection at Eastgate Court, High Street, Guldford, Surrey, GU1 3DF
dunng usual business hours on any weehday (Saturdays and public holidays excepted) 1t will also be
available for inspection at the Annual General Meeting

6  No Director has any contract of service with the Company

7 In order to facihtate voting by corporate representatives at the meeting, arrangernents will be put in -
place at the meeting so that (1) 1f a corporate shareholder has appointed the Chairman of the meeting
as ity corporate representative with instructions to vote on a poll 1n accordance with the directions of
all of the other corporate representatives for that sharehelder at the meeting, then on a poll those
corporate representatives will give voting directions to the Chairman and the Chairman will vote (or |
withhold a vote) as corporate representative in accordance with those directions, and (1) 1f more than
one carporate representative for the same corporate shareholder attends the meeting but the corporate
shareholder has not appointed the Chairman of the meeting as 1ts corporate representative, a
designated corporate representative witl be nominated, from those corporate representatives who
aftend, who will vote on a poll and the other corporate representatives will give voting directions to
that designated corporate representative Corporate sharcholders are referred to the guidance 1ssued by
the Insutute of Chartered Secretanes and Admrnistrators on proxies and corporate representatives
- www ICsa org uk — for further details of this procedure he guidance includes a sample form of letter
if the Charrman 1s being appointed as described 1n (1) above
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To appoint a proay 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 2 00 pm on

27 Apnt 2008 For this purpose, the ume of receipt will be taken to be the time (as determined by
the timestamp applied to the message by the CREST Applications Host) from which the issuer’s
agent s able to retrieve the message Atter this ime any change of instructions to a proxy appointed
through CRLS! should be communicated to the proxy by other means CRESI Personal Members or
other CREST sponsored members, and those CREST Members who have appointed voting service
provider(s) should contact their CRLS| sponsor or voting service provider(s) for assistance with
appointing proxies via CREST For further information on CREST procedures, hmetations and system
timings please refer to the CREST Manual We may treat as invalid a proxy appointment sent by
CRLS1 min the circumstances set out 1n Regulation 35(5) (a) of the Uncertificated Secunties
Regulations 2001 In any case your proxy form must be received by the Company’s registrars no
later than 2 Q0 pm on 27 Apnt 2008

At 18 March 2008 (being the last business day prior to the date of this Notice) the Company’s 1ssued
share capital consists of 18,143,433 Ordinary shares and 19,143,433 Zero Dividend Preference shares
carrying one vote each  Therefore, the total voting rnghis in the Company as at 18 March 2008 are
37 286 B6s
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Directors

Investment Manager

Secretary and Registered Office

Company Number
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Adam Cooke

lan Graham

Michael Wigley
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Surrey GU1 3DL

lelephone 01483 306 090
www premierassetmanagement co uk
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High Street
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Telephone Mtihe Nokes 020 7982 1260
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Capita Registrars
Northern House
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lelephone 0871 664 G300

{calls cost 10p per minute plus network extras)
Overseas +44 208 639 3399
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Lrnst & Young LLP
1 More [ ondon Place
Tondon SF1 2AF

JPMorgan Cazenove Limited
20 Moorgate
London EC2R 6DA

Telephone 020 7155 5000
WWW Cazenave com
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