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Investment Objective and Policy

mmia Investment Trust PLC (the Company} 1s an investment trust which was launched on 6 Aprit 2004

The Company does not have a fixed hfe but the Articles of Association provide for the continued hfe of the Company
to be proposed at the fifth Annual General Meeting and at every third Annual General Meeting thereafter

Capital Structure
The Company's share capital consists of Ordinary shares of 1p each

The number of shares in issue as at 30 Apnl 2007 was 31,243,945 of which 638,727 were held In Treasury

Investment Objective
The investment objective of the Comparny 1s to achieve absolute returns, principally through investing in closed-
ended funds

Investment Policy
What we invest in
The Company 1s a ‘multi-asset’ fund of funds

We invest globally iIn a wide range of assets, including equities, property, fixed mterest, commodities and cash
We do this primanly through investment in closed-ended funds We also hold open-ended funds when appropriate

The strategies we use
The Company’s portfolio 1s ‘long-only’

We may use financial instruments 1o 'hedge’ part of the nsk In a portfolio Investment For example, we may use an
Index future to hedge unintended market nisks N order to 1solate the stock-specific opportunity In a portfolo
nvestrnent

We do not normally “sell short’, that 1s, we do not normally sell investments (or mvestment nisks) that are not already
in the portfolio

How we measure our success
We aim to out-perform 3 month LIBOR + 2% This cash-related benchmark gives us the freedom to mvest In
whichever assets we believe will give our shareholders the best returns in exchange for a reasonable degree of nsk

We seek to beat the benchmark year in year out, but we do not guarantee to achieve positive returns over any time
period

Suntabifity
The Company may be suitable for long-term investors who understand the nsks and the investment opportunities in
ts ‘multi-asset’ portfolio
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Company Summary

Objective and policy
Benchmark
Management Company
Total net assets
Market capitahsation
Capital structure
Continuation vote

Management fee

Performance fee

Total expense ratio
PEP/ISA status
AIC

Summary of Results

Presented on the nside front cover

3 month LIBOR plus 2%, as at commencement of performance penod
nmia plc See page 42 for further detalls

£49,078,000 as at 30 Apnl 2007

£48,193,785 as at 30 Apnl 2007

31,243,945 Ordinary 1p shares as at 30 Apnil 2007

2010

0 5% per annum of adiusted market capitahisation of the Company, valued
at the close of business on the last business day of each month See page
13 for further detalls

15% of the growth of the adjusted net asset value per share in excess of a
hurdle of 3 month LIBOR plus 2% See page 13 for further details

1 1% (1 1% if performance fee s included)
The Company 1s fully eligible for inclusion in PEPs and ISAs

The Company 15 a member of the Association of Investment Companies

30 Apnl 2007 30 Apnl 2006 % change
Net assets £49 08m £32 86m
Net asset value per Ordinary share 160 36p 152 01p 5 49%
3 month LIBOR plus 2%t 667% 6 94%
Share price 154 25p 164 25p 0%
{Discount)/premum to net asset value (381)% 147%

Year ended Year ended

30 Apnl 2007 1o 30 Apnl 2006

Total return per Ordinary share 11 29p 4192p (73 071%

1 As at commencement of performance penod




Directors and Advisers

Directors (all non-executive)

Anthony Townsend, 59, Chairman Anthony Townsend has spent over 35 years working in the City and was
chawrman of the Association of Investment Companies from 2001 to 2003 He 1s charman of Bnitish and Amencan
Investment Trust PLC and a non-executive director of Bnit Insurance Holdings Plc, F&C Global Smaller Companies
PLC, RCM Technology Trust plc and three Finsbury investment trusts He 1s a member of the Council of Uoyds

James Fox, 64 James Fox has over 35 years expenence in investment management and the nvestment trust
industry He 1s a past deputy chairman of the Association of Investment Companies and a past charman of the
Association’s Tax Committee He is a non executive director of JP Morgan Amencan Investment Trust plc (also
chairman of the Audit Committee)

Nick Hodgson, 45 Nick Hodgson has over 20 years experience In sales and marketing of collective investment
vehicles to both UK and overseas nvestors From 2000 - 2003 he was a director of Rothschild Asset Management
Limited, responsible for all retal actvities and a member of its executive committee Between 2003 and early 2007
he was the sales and marketing director for Framlington and subsequently head of closed-ended funds for AXA
Framlington, and sat on tts executve committee He was also a director of the Framlington AIM VCT plc and
Framiington AIM VCT 2 plc

Michael Phillips, 45 Michael Phillips co-founded Chnstows Limited (‘Chnstows’) in 1921 and in a penod of nine years
built Chnstows into a group with funds under management of over £500 million on behalf of approximately 3,000
chents He was responsible for the day-to-day operattons of Christows until January 200t when, following the
acquisition of Chnstows by the Evolution Group ple, he left to form nimia plc He is a Fellow of the Secunties Institute
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Charrman’s Statement

The Company commenced trading on 6 Apnl 2004, and 1t 1s my pleasure to put before you the third annual report
for your Company covenng the year 1 May 2008 to 30 Apnl 2007

Investment Performance

Following last year’s 39 0% NAV gain, the current year has proved to be one of consolidation, during which your
Company’s net asset value increased from 152 Op to 160 4p, a gain of 5 5% Qver the same period the MSGI World
Index (in sterling) rose by 4 5% Cur benchmark, being 3 month LIBOR plus 2 0% increased by 6 7%, so no
performance fee was payable This llustrates the responswve nature of your Company's fee structure which aligns the
interests of the Manager and shareholders In a ‘quiet’ year, only the basic management fee of 0 5% I1s payable

Share Issues

In May 2006, 509,095 new shares were 1ssued under an authonsed block listing at 147 3p per share In June 2008,
9,115,966 shares were 1ssued pursuant to a placing and offer at 145 9p per share This significant increase In the
size of your Company had the benefits of both improving the liquidity in its shares and reducing its total operating
axpense ratio from 1 3% to 1 1% Intell Corporate Finance Ltd, who acted as sponsor to the stock 1ssue, were
subsequently appointed as the Company’s stock broker and financial advisers

Discount Management and Buy-Backs

During the year the Board intreduced a discount management policy under which buy-backs would be considered
in the event of the move to a discount level In excess of 3 0% A total of 638,727 shares were bought In the market
and subsequently placed into Treasury Since the end of the year under review a further 345,400 have been
purchased and these are also held in Treasury  According to Bloomberg our shares traded at an average discount
of 2 19 during the year under review

Investment Policy

The Company's Investment objective 1s to achieve absolute returns, through exploiting inefiiciencies in the pricing of
closed-end funds The Board proposed at last year's Annual General Meeting that the Company's Investment
mandate be broadened to permit 1t to nvest In all types of open-ended funds onshore and offshore and in any class
of secunty In an investment fund so that the Investment Manager had access to opportunities within the open-
ended funds sector The Board limrted investment in such funds to a maximum of 25 0% of the portfolio and at the
year end 2 8% of our portfolio was invested in this way This flexibility allows us to invest in asset classes where
discount risk s high This 1s often because we are in agreement with current market consensus and sentiment 1s
positive One of our current open ended positions 1s Impax Environmental Markets This fits our theme that the world
has insufficient resources to cope with the industrialisation of many former emerging economies Shares in Impax's
sister investment trust have typically traded on a 5 0% premiumn during recent months making, in our opinion, the
open ended fund better value

Dividends
The nature of the Company’s portfolic during the year under review was such that Ittle Income was produced so the
Company, as in previous years, does not propose to pay a dvidend in respect of this year

Intenm Management Statements

In accordance with the new Disclosure and Transparency Rules, the Company will issue Intenm Management
Statements The Company will 1ssue these In respect of the quarters ending 31 July and 31 January in addition to
the announcements of the half year and annual results These statements will be available at the Gompany's website
at www imiainvestmenttrust co uk

Qutlook

The Manager's Report detalls the events of the year under review, and looking forward, highights the need to
balance the inevitable nsks following a four year bull phase in world wide stock markets against the opportunities
created by structural change in the closed-ended sector

Annual General Meeting
The Annual General Meeting will be held on Thursday 27 September 2007 at 12 noon at The City of London Club
and the Directors look forward to seeing as many shareholders as possible

T\S\M-M'A,—A

Anthony Townsend Chairman
27 July 2007




Manager’'s Report

In last year's Manager’s Report, | commenced by commenting that “the penod under review had witnessed some of
the most berign condiions that investors had seen In recent memory” and closed by ponting out that “it will be
impertant to keep our nerve dunng what promises to be a difficult summer” Our net asset value had nsen by over
39% dunng that financial year and a penod of consolidation was overdue We reacted to the iInevitable setback by
bulding cormction within our portfolio, concentrating on the very names, such as SR Europe and Arternis Alpha,
which had been hit hardest durng the correction  This strategy helped the Company become one of the best
performers within its peer group of globally tnvesting funds during the second half, despite having a cash rather than
an Index benchmark Given that equities have been nsing almost without nterruption since March 2003, funds that
offer nsk adjusted returns have become somewhat unfashionable Investors have lost sight of the fact that
stockmarkets can move sideways or even fall Commentators are rejoicing at the expected arrval of a wall of private
equity money from the likes of Blackstone, KKR and Texas Pacific Therefore it 1s not surprising that high nsk
strategies are in demand

It should not be forgotten that the concept behind the launch of imia Investment Trust was to hedge away
unintended risks, retaning those with which we felt comfortable Duning the first three years, it would have been
more profitable to run all the nsks that came with the investments we made However, we have achieved our
performance with levels of share price volatility around half the level of Foreign and Colonial Investment Trust, the
FTSE Equity Instruments Index and the FTSE100 over the same period

Looking forward, the outlock s very different from last year, when we felt that we were in the rmudst of a buying
opportunity Interest rates have nsen to the point where returmns from cash have become worthwhile for the first time
for some years, this may eventually take its toll on markets Trusts speciaising in property have already declined
sharply However, the continuing trend by institutions to move away from traditional balanced mandates in favour of
leveraged private equity and hedge funds ensures that plenty of cash Is looking for a home

In the aftermath of the Technology, Media and Telecoms (TMT') bubble, interest rates fell sharply, there was an
apportunity to borrow cheaply at a time when equities were lowly rated The fact that earnings yiefds stood vastly
higher than the cost of borrowing meant that private equity offered a simple arbitrage Furthermore, the rewards
could easily be magnified by the use of leverage Whilst we are enjoying the momentum, we should be acutely aware
that the fundamental rationale which tnggered this phenomenaon has passed and we should be alert to the dangers

The closed-ended sector has been enjoying boom conditions  According to Winterflood Securties, betwsen the
start of the last quarter of 2005 and the end of the first quarter this year, £6 5 billon of new 1ssuance eccurred This
contrasts dramatically with conditions within the sector at the time when the umia Investment Trust was launched
Recently, the weight of new paper has led to buyer fatigue, it has becorme noticeably more difficult to launch new
funds This development, combined with some failure by boards to honour indicated discount control mechanisms,
has tnggered a general widening In discounts If boards fail to control the level of trust discounts, they merely
provide an opportunity for arbrtrageurs to bulld stakes Once a share register 1s populated by hostile names, 1t
becomes extremely difficult to salvage the situation, nevitably we will see more hoshle corporate situations similar to
recent events at Gartmore European and Templeton Emerging Markets This actvity will ensure that the level of
discounts will return to former levels It s generally not our policy to engage in activist strategies, but inevitably from
time to time we will find ourselves in a position where one of our invesiee funds 18 gving cause for concern Such a
situation developed this year and we voted in favour of the voluntary liquidation of Close Finsbury Eurotech

The biggest positive contnbutors towards last year's gains included Gartmore Insh, Foreign & Colomial UK Select, City
Natural Resources and Equity Partnership The Forergn & Colonial UK Select fund 1s a prime exarnple of where we
have identified a mispnced situation and have hedged much of the associated market nsk via FTSE 100 and FTSE
250 futures Last summer the fund's shares traded on a double-digit discount despite the trust having a 'hard close’
n 2007 Inewitably the shares would trade closer to net asset value as time progressed, this narrowing of the discount
explained the bulk of the difference between the FTSE 100’s and Foreign & Colorial UK Select's total returns of

11 1% and 17 1% respectively This holding has been our largest position throughout the period under review




Manager’s Report — continued

nmia Investment Trust NAV Total Return vs Global Growth General Section Total Return
Source Intelh Corporate Finance Lirmited

One of the most sigrificant drags on our portfolio this year has been our exposure to Japan The Tokyo market
enjoyed exceptionally strong conditions until Apnl 2006, since when it has largely remained directionless This has
concided with a period of weakness in the yen, which has translated nto losses for sterling-based mnvestors In
response to this disappointing performance, Daniel Lockyer and | undertook a research tnp to the region Following
a senes of meetings N Tokyo with strategists, analysts, brokers and fund managers, we retained our bulish stance
but changed the emphasis of our Japanese portfolic towards property and smaller companies

We found a significart shortage of modern office space, especially in Tokye This I1s not surpnsing given economic
conditions, since the bursting of the bubble I 1989, ttle construction has taken place, but the normatisation of the
economy has trggered an upsurge in demand We acguired a position in Prospect's J-Rett fund, which was
launched in November at 100p The J-Reit (Japanese real estate) market 1s highly inefficient, we estimated that the
true net asset value had moved substantally higher than stated net asset value, providing scope for a ‘double
wharmmy' as property prices moved higher This has proved fruitiul, by the end of Apnl 2007, the shares had already
appreciated to 130p

The second area of oppeortunity we identified was smaller companies These were at the vanguard of the bull run
and by last Spring many fund managers wers flagging that this area of the market had become overbought, i some
cases hedge funds owned several hundred days typical trading volume In some of ther favoured stocks Clearly
these would be hurt when sentiment turned, as the market would be completely overwhelmed by the weight of
seling Generally, hedge funds that specialise In Japan have been generatng returns that are highly correlated with
manstream indices This has led investors to conclude that such funds are adding Iittle value and they are voting
with therr feet and redeseming This trend has continued through this spring and the small cap iIndices have been In
freefall Despite ratings in this area now looking attractive, there Is every chance of a cimactic sell off dunng the
coming morths We have mantaned a modest position i JPMF Japanese Smaller Companies, we may look to
Increase our Investment on market weakness

A significant proportion of the portfolio 1s invested In securities which have little correlation with equity markets We
believe that these will generate returns in excess of our cash benchmark Whilst this type of investment can make
our performance look pedestnan dunng penods of rapidly nsing markets, therr returns carry vastly lower levels of nsk
compared with investing i equities This category currently includes CQS Ol Rig Finance, Japan Accelerated, US
Special Opportunities and Ufe Office Opportunities

The newest entrant amongst these 1s the CQS fund This fund invests in the bonds 1ssued by companies which are
financing the construction of ol ngs, most of which are quoted in Norway A number of entrepreneurs have
capitalised on the lack of investment made dunng the years of low crude prices Existing operators have not
replaced ageing fleets and many shipyards have abandoned the construction of ngs altogether The Norwegian
investors have simply filled the remaining yards’ order books and effectively cornered this market These investors
rank behind the bonds owned by CQS and would have to be wiped out before our investment 1s mparred The
shares will yield 8%, however they also offer some scope for capital growth through uphfts once much of the
construction nsk has passed and the bond debt has been refinanced




Develica Deutschland, Naya Bharat Property and RAB Special Situations were all new investments Holdings which
were disposed of In therr entirety for a vanety of company-specific reasons included Henderson Eurotrust, Charter
Pan-European, Aberdeen Development, Edmnburgh Worldwide and Renewable Energy

We are entering an exciting perod for the nmia Investment Trust Once momentum breaks down, markets will
become more challenging Fear will replace greed as the markets’ overnding emotion, this will tigger imbalances
and anomalies within the closed-ended sector The new breed of closed-ended fund will be particularly vuinerable to
the ebbs and flows of emotion

The number of options and denvatives available has expanded considerably over the past three years, providing a
wide range of tools In our armoury The research we are undertaking and the knowledge we are building about the
sector in its new form will allow us to move swiftly and exploit any future change in market conditions

Nick Greenwood Chief Investment Officer
imia plc

27 July 2007




Portfolio Valuation
as at 30 April 2007

F&C UK Select Trust

Herald Investrnent Trust

Alhance Trust

Japan Accelerated Performance Fund

Prospect Epicure J-REIT (Japanese Real Estate
Investment Trusts)

Artermis Alpha Trust

City Natural Resources High Yield Trust

US Special Cpportunities Trust

EP Global Opportunities Trust

INVESCC Asia Trust

SR Europe investment Trust

Active Caprtal Trust

JP Morgan Fleming Japanese investment Trust

RAB Special Situations Company

Equity Partnership Investment Trust

Life Office Opportunities Trust

CQS Rig Finance Fund

Gartmore Insh Growth Fund

Perpetual Japanese Investment Trust

Finsbury Emerging Bictechnology Trust

Develica Deutschland

Jupiter Second Split Trust

Midas Income & Growth Trust

Impax Environmental Markets”

The Value Catalyst Fund

Private Equity Investor

India Capital Growth

Naya Bharat Property

Speymill Deutsche

Strategic Equity Capital Trust

Londen Asia Chinese Private Equity

JPMorgan Fleming Japanese Smaller

Aberdeen All Asia Investment Trust

Establishment Investment Trust

AXA Framlington Biotech Fund”

Mid Wynd International Investment Trust

Epic Reconstruction

Lews Chares Sofia Property Fund

Polar Capital Technology Trust

Gartmore Growth Opportunities Trust

SR Europe Investment Trust

Economic Lifestyle Properties Investment Company

Total

*Open ended funds

“Warrants

Fair value

30 Apnl 2007

Secunty £'000
Crdinary share 3,978
Crdinary share 2,682
Ordinary share 2 809

Closed-ended fund 2,436

Ordinary share 2,399
Ordinary share 2,380
Ordinary share 2,133
Income 2111
Ordinary share 2,075
Ordinary share 2,013
Ordinary share 1,833
Ordinary share 1,664
Ordinary share 1,401
Ordinary share 1,387
Capital 1,373
Qrdinary share 1,192
QOrdinary share 1,040
Ordinary share 855
Ordinary share 940
Ordinary share 931
Ordinary share 8a1
Capital 869
Ordinary share 853
Ordinary share 847
Closed-ended fund 834
Ordinary share 830
Crdinary share 778
Ordinary share 747
Ordinary share 735
Crdinary share 722
Ordinary share 708
Ordinary share 680
Ordinary share 673
Ordinary share 606
Authonsed unit trust 586
Ordinary share 579
Ordinary share 553
Closed-ended fund 534
Ordinary share 520
Conversion 495
Subscription share 117
Ordinary share 3

51,692

Fair value

30 Apnl 2006
£:000

2,375

1,261

1,017

776

2,169
924
1,245
605
1,209

o

875
957
1,137
435
1,627
2,170

% of
Portfaho

7 70%
519%
505%
471%

4 64%
4 60%
4 13%
4 08%
401%
3 89%
3 55%
322%
271%
2 68%
266%
231%
201%
185%
182%
180%
172%
168%
165%
1 64%
161%
161%
151%
145%
142%
1 40%
137%
132%
130%
117%
113%
112%
107%
103%
101%
096%
023%
001%

100 00




Portfolio geographical exposure
UK 30 0%
North America 15 8%
Continental Europe 14 7%

Portfolio by asset classes
Ordinary 81 8%*
Income 4 1%
Closed ended funds 7 4%
Unit Trusts 1 1%

* Including cpen-ended funds (2 8%)

Japan 17 7%
Other Pacific 16 4%
Cash & Other 5 4%

Conversion and subscription
shares 1 2%
Capital 4 3%




Report of the Directors
(Which incorporates the Corporate Governance Statement on pages 16 to 20)

The Directors present therr report and financial statements for the year ended 30 Apnl 2007 The Company was
incorporated under the name of imia Investment Trust plc on 20 January 2004 and commenced investment on

6 Aprl 2004 The Articles of Association provide for the shareholders to consider the winding up of the Gompany at
the fifth Annual General meeting to be held n 2010 and every three years thereafter

Business Review

Principal Activity and Status

The pnncipal actmity of the Company 1s to carry on business as an investment trust The Company has been granted
approval from HM Revenue & Customs as an authonsed nvestment trust under Section 842 of the Income and
Corporation Taxes Act 1988, for the year to 30 Apnl 2006 The Directors are of the opinion that the Company has
conducted its affarrs for the year ended 30 Apnl 2007 so as to be able to continue to obtain approval as an authonsed
investment trust In accordance with the provisicns of Sections 265 and 266 of the Companies Act 1985, the
Company 1s an investment company The Directors do not envisage any change in this actmty in the future

The Company's status as an invesiment trust aflows it to obtain an exemption from paying taxes on the profits
made from the sale of its Investments Investment trusts offer a number of advantages for nvestors, ncluding
access to investment opportunities that might not be open to pnivate Investars and to professional stock selection
skills at low cost

The objective of the Company 1s to achieve absolute returns pnncipally through investing in closed-ended funds The
Company holds a portfolio containing around 40 stocks but it is not restncted from holding a more or less concentrated
portfolio in the future However, each investee company represents a portfolio In its own night reflecting diversification
on a look through basis

Performance
The Chaiman's Statemeant on page 4 and the Investment Manager's Report on pages 5 to 7 give detaills of the
Company's activities, performance and position during the year under review

The key performance indicators {KPIs’) used to measure the progress of the Company dunng the year under review
are as follows

*  Net Asset Value (‘NAV")

*  The movement of the NAV compared to the notional returns avalable for cash, the Company benchmark
3 month Iibor + 2%

¢ The movement in the Company share price
+ Discount of the share pnice in relation to the NAV

Principal Risks

The Board considers the following as the principal nsks facing the Company Mitigation of these nsks 1s sought and
achreved in a number of ways Information regarding the nsk assessment and control procedures is given on pages
19 and 20 under Corporate Governance

Market Risk
The Company 1s exposed to market risk due to fluctuations in the market prices of its investments

The Company may hold a substantial proportion of the portfolio in cash or cash equivalent investments from time to
tme Whilst dunng positive stock market movements the portfolio may forego notional gains, during negative market
movements this may provide protection

The Investment Manager actively monitors economic and Company performance and reports to the Board on a
frequent and informal basis The Board formally meets with the Investment Manager on a quarterty basis when the
portfolio transactions and performance are reviewed The Management Engagement Committee meets at least once
a year to review the performance of the Investment Manager

10




The Company 1s substantially dependent on the services of the nvestment Manager’s investment team for the
implementation of its investment policy

Discount Volattirty
As with many investment trust companies, discounts can fluctuate significantly

The Board has and intends to continue to operate an active discount management policy through the use of share
buy-backs and the issue of shares from Treasury The Company purchased 638,727 Ordinary 1p shares for Treasury
dunng the year

The operation of the discount management policy I1s detalled below under the headings Share Issues, Treasury
Shares and Purchase of Own Shares

The Board encourages the Investment Manager to market the Company, so as to increase the demand for its
shares, which in turn 1s iIntended to help reduce the discount

Regulatory Risks

A breach of Companies Act regulations and FSA/London Stock Exchange rules may result n the Company being
liable to fines or the suspension from the London Stock Exchange The Board has a service level agreement with
the Secretary, which includes the regular review of compliance with the above mentioned regulations The
compliance and regulatory risks are reviewed by the Audit Committee at each mesting

Compliance with Section 842 of the Income and Corporation Taxes Act 1988

If the Company did not comply with the provisions of Section 842, it would lose its investment trust status In order
to mirnimise this nsk, the Directors, the Investment Manager and the Company Secretary monitor the Company’s
compliance with the key critena of Section 842 on a monthly basis On a gquarterly basis, compliance with these
provisions Is discussed In detall between the Board and the Investment Manager and, furthermore, the Investment
Manager provides the Board with a quarterly assurance that, to the best of its knowledge, the provisions of Section
842 relating to Investments have been adhered to duning the penod

Gearing
As at 30 April 2007 the Company had drawn down £3,750,000 against a revolving credit facility of £7,500,000,
which 1s available to 29 May 2008 and 1s subject to certain covenants

A breach of the loan covenants may lead to funding being reduced or withdrawn The Board monitors compliance
with the loan covenants at each Board meeting and regularly reviews the loan, and the requirement for it, with the
Investment Manager The industry loan provider ratings are actively monitored Further detalls are set out in note 11 to
the accounts on pages 35 and 36

Further information regarding details of these nsks 1s included In note 19 to the accounts on pages 38 to 41

Current and Future Developments

The marketing and promotion of the Company will continue to involve the Board, the Company’s Broker and
Investment Manager Please refer to the Charman’s Statement and the Investment Manager’s report for further
information on the likely future development of the Company

11




Report of the Directors - continued

Share Issues

At 1 May 2006 the Company had 21,618,884 Ordinary shares in issue On 25 May 2006 509,095 Ordinary shares
were 1ssued under the block listing at 147 32p per share The Company 1ssued a further 9,115,966 Ordinary shares
on 9 June 2006 following a placing and offer for new shares at 145 80p per share At 30 Apnl 2007 the number of
shares in Issue was 31,243,945 shares All shares issued since launch have been placed at a premium to net asset
value thus benefiing existing shareholders

The Directors will only 1ssue new shares if they believe it would be in the best interests of the Company’s shareholders
and would not result in a dilution of the net asset value per share Any such issues will be made at a price not less
than the prevailing net asset value per share of the Company

Treasury Shares

The Company indicated in its prospectus, published on 9 March 2004, that it intended to make market purchases of
Its own shares for Treasury where it was cost effective and positive for the management of the Company’s capital
base to do so The Company Is permitted to hold up to 10 per cent of tts 1ssued share capital n Treasury and to
subsequently cancel or sell such shares for cash At 1 May 2006 the Company held no Qrcinary 1p shares n
Treasury During the year the following purchases of shares for Treasury were made

% of share Total

Date Quantity capital Consideration
251006 100,000 03z £140,951
2510086 265,000 085 £391,529
230207 100,000 03z £154,770
050307 27,577 009 £41,482
150307 46,150 015 £68,875
16 03 07 50,000 016 £75375
220307 50,000 016 £75,876
638,727 £948,858

Following the year end a further 145,400 Ordinary shares were purchased for Treasury on 4 May 2007 for £1 54 per
share and a further 200,000 Ordinary shares were purchased for Treasury on 21 June 2007 for £1 57 per share

Purchase of Own Shares

At the Annual General Meeting held on 6 September 2006 the Directors were granted the authonty to purchase up
to 14 99% of the Company’s Ordinary share capital and as at the date of this report the Directors have the authonty
to purchase up to a total of 4,535,947 shares This authonty will expirs at the conclusion of the Annual General
Meeting and a special resolution will be praposed at the mesting for its renewal

Dividend
The Directors do not recommend the payment cf a dvidend in respect of the year ended 30 Apnl 2007

Net Asset Value
The net asset value at 30 Apnil 2007 was 160 36p per share {30 Apnl 2006 152 O1p per share)

Annual General Meeting

The Notice of the Annual General Meeting 1s set out on pages 44 and 45 In addition to the Ordinary business of the
Meeting, Resolution 6 will be proposed as a special resclution |f passed Resolution 6 will authense the Directors to
issue or sell out of treasury shares up to an amount equal to 10% of the Company’s 1ssued share capital, and to
disapply pre-emption nghts in respect of such shares The Company already has a general authority to allot shares
In accordance with statutory pre-emption nghts and this authonity will expire on 24 January 2009

Resolution 7 will renew the Company’s authonty to purchase shares, either for cancellation or placing into treasury
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Management Agreements

The Company’s nvestments are managed by imia plc under an agreement dated 9 March 2004 The investment
management fee s calculated at an annual rate of 0 5% of the adjusted market capitalisation of the Company on
the last business day of each month, plus value added tax The investment management fee accrues daly and 15
payable n amears in respect of each calendar month

The Investment Manager 1s also entitied to recene a performance fee if the share pnce has increased and the net
asset value per share (adjusted to ignore any accruat for unpaid performance fees) exceeds the greater of the
following hurdles \

() 100 pence increased by 3 month LIBOR at the start of the calculation penod plus 2% '

{  The adjusted net asset value per share on the day of the calculation penod In respect of which a
performance fee was last paid {after any deduction of any performance fee per share paid to the Investment
Manager in respect of that penod) increased by 3 month LIBOR plus 2%

(i}  The adusted net asset value per share on the last day of the previous calculation penod (after any deduction
of any performance fee per share paid to the Investment Manager in respect of that penod) increased by
3 month LIBOR plus 2%

In such circumstances the performance fee per share will amount to 15% of any such excess, but will not exceed
2% of the Company’s assets as at the last day of the relevant penod

There 15 no performance fes payable for the year ended 30 Apnl 2007 A performance fee of £772,000 including
VAT was paid for the year ended 30 April 2006

The nvestment management agresment may be terminated by six months wntten notice subject to the provisions
for earlier termination as provided therein ,

There are no specific provisions contained within the Investment Management Agreement relating to compensation
payable i the event of termination of the agreement other than the entitlement to fees which would have been
payable within any notice penod Further details about the Management Agreement are gven in note 3

The company secretanal and administrative services are provided by Capita Sinclar Henderson Limited, under an
agreement dated 9 March 2004 The fees for these services are based on a minimum of £50,000 per annum, plus
VAT, increasing annually in ine with the UK Retail “all tems” Index The fees are paid in equal menthly nstallments in
arrears This agreement may be terminated by six months' written notice subject to provisions for earher terrmination
as provided therein

mmia ple and, up until 14 July 2006, Sinclair Henderson Limited were subsidiary companies within the nimia
Investment Group plc of which Mr Phillips 1s a sharehcider and the Chief Executive Sinclar Henderson was
acqurred by Capita on 14 July 2006, becoming Capita Sinclarr Henderson and ceasing to be a subsidiary of the
nmia investment Group plc

Continuing appointment of the Investment Manager

The Board keeps the performance of the Investment Manager under review It I1s the opinton of the Directors that the
continuing appointment of imia plc 1s in the interests of shareholders as a whole The reasons for this view are that
the investment periormance of the Cormpany 1s satisfactory relative to that of the markets in which the Company
invests and because the remuneration of the Investment Manager 1s reasonable both in absolute terms and compared
to that of the managers of comparable investment companies The Directors continue to believe that by paying the
investment management fee calculated on a market capitalisation basis, rather than a percentage of assets bass,
together with a performance fee based on absolute returns, the interests of the Investment Manager are closely
aligned with those of shareholders
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Report of the Directors — continued

Directors
The Directors in office dunng the year and up to the date of this Report are

Date of onginal appointment

Anthony Townsend 23 February 2004
James Fox 23 February 2004
Nick Hodgson 23 February 2004
Michael Phillips 23 February 2004

Brief biographical details of the current Directors are shown on page 3

Under the Company’s Articles of Association, and in accordance with the Combined Code on Corporate
Governance, Directors are required to retire at the first Annual General Meeting following therr appointment The
Articles also require that one third of the Directors retire by rotation at subsequent Annual General Meetings and that
each Director retire every third year Accordingly, Mr Fox, being eligible, has offered himself for re-election at the
forthcoming Annual General Meeting

Mr Philips, as a director of the Investment Manager I1s subject to annual re-election by shareholders in accordance
with Listing Rule 15 2 7(3) and has offered himself for re-election at the forthcoming Annual General Meeting

The Board has separately considered the re-election of Mr Fox and Mr Phillips and each of them has been subject
o a performance review The Board recommends the election of Mr Fox and Mr Phillps on the basis of ther
indwvidual and collective expertise, expenence In investment matters and the continuing effectiveness and
commitment to the Company

Other than Mr Phillips, as mentioned above, none of the Directors nor any persons connected with them had a
matenal interest in any of the Company's transactions, arrangements and agreements dunng this year

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

Directors’ Beneficial and Family Interests
The interests of the Directars and therr families in the Crdinary shares of the Company are set out below

At At

30 Apnit 2007 30 April 2008

Anthony Townsend 25,000 25,000
James Fox 40,000 40,000
Nick Hodgson 50,000 50,000
Michael Phillips 1,000,000 1,000,000

There have been no changes to any holdings between 30 April 2007 and the date of this Report

Substantial Shareholdings
The Directors have been notified of the following substantial interests in the Company’s voting nghts at the date of
this Report

Number of % of votng
Ordinary shares nghts {excluding
shares held as

{reasury shares)

tmia Investment Group - PEP & 1SA Clients 2,039,638 670
Clients of RCM {UK) 1,528,549 502
JP Morgan Investment Funds 1,500,000 492
Midas Balanced Income Fund 1,400,000 4 60
Resolution Managed Funds 1,343,000 441
Chents of Phiip J Milton & Company 1,217,495 400
Clients of Cazenove & Co 1,056,255 347
Miton Special Situation Fund 1,000,000 328
Michael Phillips 1,000,000 328
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Payment of Suppliers

It 1s the Company's policy to obtain the best possible terms for all business and, therefore there I1s no consistent
policy as to the terms used The Company agrees with its suppliers the terms on which business will be transacted
and it 1s the Company’s policy to abide by those terms At 30 April 2007 there were suppliers’ mvoices totalling
£58,353 that had been received and were outstanding for payment

Audit Information

The Drrectors who held office at the date of approval of the Report of the Directors’ confirm that, so far as they are
aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and each Director has
taken all the steps that he ought to have taken as a Director to make himself aware of any relevant audit information
and to establish that the Company’s auditors are aware of that information

Auditors

RSM Robson Rhodes LLP (‘Robson Rhodes?) 1s in the process of merging its audit practice with that of Grant
Thernton UK LLP {'Grant Thornton'), with the successor firm being Grant Thornton Robscn Rhodes have therefore
indicated ther intention to resign as auditors after the Annual General Mesting, but also therr wilingness to continue
In office as Grant Thornton Their resignation will create a casual vacancy that the Directors intend to fill by
appointing Grant Thornton

By order of the Board
Capita Sinclair Hendersortimited
Secretary

27 July 2007
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Corporate Governance

Comporate Governance
The Company 1s committed to the tighest standards of corporate governance and the Board 1s accountable to
shareholders for the governance of the Company's affairs

Statement of Comphance with the Combined Code on Corporate Governance

The Directors have reviewed the detaled prnnciples of good governance as set out In the Combined Code published in
July 2003 by the Financial Reporting Council As a result the Board can confirm that, to the extent that they are relevant
to the Company's business, they have comphied with the provisions of section 1 of the Cods dunng the year ended

30 April 2007 apart from the matters detaled below and that the Company’s current practice 18 in all matenal respects
consistent with the prnciples of the code Additionally, as a member of the Association of Investment Companies
{'AIC’), the Board has taken account of the recommendations of the AIC Code on Comporate Governance as published
in February 2006 {the ‘AIC Code’), which seeks to codify best practice of particular relevance to investment trusts
There are some areas where the AIC code 18 more flexible than the Combined Code for Investment trust comparnies
and the Board has taken steps to adhere to its principles and follow the recommendations in the AIC code where 1t
believes they are appropnate

Board of Directors
The Board consists entirely of non-executive Directors With the exception of Mr Philhps, all the Directors are fully
independent of the Investment Manager

The Dwrectors of the Board meet at regular Board meetings, held at least once a quarter and additional meetings are
arranged as necassary Dunng the year to 30 Apnl 2007 the number of full scheduled Board meetings, additional
Board meetings and Audrit Committee meetings attended by each Director were as follows

Scheduled Board Additional Board Audit Commitiee

meetings meetings meetings
Anthony Townsend 4(4) 4 (6) 2@
James Fox 4(4) 4 (6) 2(@)
Nick Hodgson 44 5 2@
Michael Phillips 4(4) 56 n/a

Figures in brackets incicate maumum number of meetings held i the year n respect of which the indwidual was a Board/Committee member

The Board is responsible for all matters of direction and control of the Company, including its investment policy, and
no one indmidual has uniettered powers of decision The Directors possess a wide range of business and financial
expertise relevant to the direction of the Company and consider that they commit sufficient time to the Company's
affars Bnef biographical details of the Directors, including detalls of therr significant commitments, can be found on
page 3 ‘

The Board has established a formal process, led by the Charman, for the annual evaluation of the performance of
the Board, its Commitiees and the indvidual Directors  The annual appraisal process was conducted by interview

durng June 2007 The appraisal of the Chairman followed the same process and was conducted by the Chairman
of the Audit Committee, Mr Fox

Charrman and Senior Independent Director

The Chanrman, Mr Townsend, is deemead by his fellow independent Board members to be independent and to have
no conficting refaionships Mr Townsend is chaimman of Briish & Amencan Invesiment Trust PLC, and a non-
executive director of Bat Insurance Holdings Ple He has a number of other investment trust directorships but
considers himself to have sufficient tme to commit to the Company’s affairs as necessary

Gwen the size and nature of the Board it 15 not considered appropriate to appoint a senior Independent director as
required by Code Provision A3 3

The Company does not have a Chief Executive Officer, but by appointing a management company the roles of
Charrman and Chief Executive Officer are effectively separated
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Directors’ Independence
in accordance with the Listing Rules for Investment Trust Companies the Board has reviewed the independent
status of each indwdual Director and the Board as a whole

Mr Phillps 1s the Chief Executive of nmia Investment Group plc, the holding company of the Company’s Investment
Manager, and 1s therefore considered not be to independent under the terms of the Combined Code or the AIC Code

The Combined Code requires that this report should identify each non-executive Director the Board considers to be
independent in character and judgment and whether there are relationships or crcumstances which are likely to
affect, or could appear to affect, a Director's judgment, stating its reasons if it determines that a Director 1s
independent notwithstanding the existence of relationships or circumstances which may appear to be relavant to its
determination In the Board's opinion Messrs Townsend, Fox and Hodgson are all considered to be independent in
both character and judgement Accordingly three of the four Board members are Independent, thus the majonty of
the Board 1s compnsed of independent non-executive Directors

In accordance with the Combined Code, the Board’s pelicy with regard to tenure of office 1s that any Director having
served for nine years since his first election will be required to sesk annual re-election thereafter

The bisting Rules stipulate that only one director who 1s also a director or employee of the Investment Manager will
be allowed on the board of an investment company and that such a director will be subject to annual re-election by
shareholders As a director of imia plc this rule applhes to Mr Phillips, who will therefore be subject to annual
re-election Mr Phillips 1s deemed to have an interest in the Management Agreement as descnbed above

Board Responsibilities and Relationship with Investment Manager

The Board Is responsible for the detemmination and implementation of the Company’s investment policy and for
monitoring comphance with the Company's objectives The Company’s main functions have been subcontracted to
a number of service prowviders, each engaged under separate legal agreements At each Board meeting the Directors
follow a formal agenda, which 1s circulated in advance by the Company Secretary The Board's main roles are to
create value to shareholders, 10 provide leadership to the Company and to approve the Company's strategic
objectives Specific responsibiities of the Board include reviewing the Company's investments, asset allocation,
geanng policy, cash management, peer group performance, investment outlook and revenue forecasts and outlook
In order to meet these objectives the Company Secretary and Investment Manager provide financial mformation,
together with briefing notes and papers in relation to changes in the Company's economic and financial environment,
statutory and regulatory changes and corporate governance best practice

The Board has a schedule of matters reserved for decision by the full Board, which was adopted on 24 May 2004,
and has been adopted for all mestings

The management of the Company's assets 1s delegated to umia ple, who have discretion to manage the assets of
the Company In accordance with the Company’s objectives and policies At each Board meeting, a representative
from the Investrment Manger 1s in attendance to present verbal and wntten reports covenng its actwity, portfolio and
investment performance over the preceding penod Ongoing communication with the Board 1s maintaned between
formal meetings The Board and the Investment Manager operate in a supportive, co-operative and open environment

Cornrmuttees of the Board

Up to 21 March 2007 the Board had appointed a number of Committees to which certain Board functions were
delegated Each of these Committees, which were onginally established on 24 May 2004, had formal written terms of
reference, which clearly defined their responstbilities On 21 March 2007 the Board considered that the matters dealt
with by the nomination committee and the remuneration committee could be more appropriately dealt with by the
Board as a whole under the Charmanship of Mr Townsend To assist it when constituted as a nomination
committee and remuneration commuttee the Board had agreed a detalled set of terms of reference for each subject
area, copies of which may be obtaned from the Registered Office The terms of reference of each Committee can
be inspected at the Registered Office of the Company

Audit Committee

The Audit Committee compnises alt the independent non-executive Directors of the Company and 1s chared by
Mr Fox The Smith Report’s guidance to the Combined Code emphasises the need for *Audit Committee
arrangements to be proportionate to the task”™ With such a small Board, it was deemed both proportionate and
practical to involve all Directors except for Mr Philllps  The Committee met on two occasions during the year to
30 Apnl 2007
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Corporate Governance - continued

The Committee has since met to review and approve the Company’s Annual Report and Accounts 2007 At avery
meeting all members of the Committee were in attendance

The pnmary responsibilities of the Audit Committee are to review the effectiveness of the internal contra! environment
of the Company and to monitor adherence to best practice in corporate governance, to make recommendations to
the Board in relation to the re-appointment of the auditors and to approve ther remuneration and terms of
engagement, to review and monitor the auditor’s iIndependence and objectmvity and the effectiveness of the audit
process and provide a forum through which the Company's auditors report to the Board In relation to non-audit
services, the Audit Committee reviews the scope and nature of all proposed non-audtt services before engagement
The Audit Committee also has responsibility for monitonng the integnty of the financial statements and accounting
policies of the Company, and receiving reports from the compliance officer of the Investment Manager Committee
members consider that indmidually and collectively they are appropnately experienced to fulfil the role required

RSM Robson Rhodes LLP are the auditors of the Company The Board believes that auditor objectvity and
Independence 1s safeguarded, for the following reasons The extent of non-audit work camed out by RSM Robson
Rhodes LLP 1s imited and flows naturally from the firm’s role as auditor to the Company RSM Robson Rhodes LLP
has provided information on its independence policies and the safeguards and procedures it has developed to
counter perceved threats to its objectivity It also confirms that it is iIndependent within the meaning of all regulatory
and professicnal requirements and that the objectivity of the audit team 1s not impaired

Managerment Engagement Committee

The Management Engagement Committee comprnises all the independent nen-executive Directors and 1s chaired by
Mr Townsend In accordance with the requirements of the AIC Code the Committee meets at least once a year to
review the performance of the Investment Manager's obligations under the Investment Management Agreement, and
to consider any vanation to the terms of the agreement The Managerment Engagement Committee also reviews the
performance of the Company Secretary, the Custodian, the Registrar and any matters concerning therr respective
agreements with the Company During the year the Committee met on 21 June 2006 and all Committee members
attended

Nomuination Commuttee
The Nominabon Committee compnised all the independent non-executive Directors and was chaired by Mr Townsend
It had been formally constrtuted to assist the Board in making recormmendations on all new Board appointments

At the meeting of the Nomination Committee held on 21 March 2007 1t was agreed that given the size of the
Company and the constitution of the Committes, the matters previously dealt with by the Nomination Committee
would in future be dealt with by the Board of Directors

The Board, in its capacity as a Nomination Committee meets at least once a year, to review the size, composition,
balance and effectiveness of the Board, review the Directors’ performance apprarsal process, assess the time
commitment required and approve the re-appontment of Directors retinng in accordance with the Articles of
Association or the Listing Rules The Committee met on 21 March 2007 when all Committee members attended

Remuneration Committee

The Remuneration Committee compnsed all the independent non-executive Directors and was charred by

Mr Townsend The Committee met on 21 March 2007, when all members attended to determine and approve
Directors' fees, following proper consideration of the role that indnmdual Directors fulfil in respect of Board and
Committee responsibiities and the time committed to the Company’s affairs having regard to the industry generally

At the meeting of the Remuneration Committee held on 21 March 2007 it was agreed that given the size of the
Company and the constitution of the Committee, the matters previously dealt with by the Remuneration Committee
would in future be dealt with by the Board of Directors

Under the Financial Services Authonty Listing Rule 15 4 15, where an investment trust company has no executve
directors the Combined Code principles relating to Directors’ remuneration do not apply Detaled information on the
rermuneration arrangerments for the Directors of the Company can be found in the Directors’ Remuneration Report
on pages 21 and 22
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independent Professional Advice
The Board has formalised arrangements under which the Directors, in the furtherance of their duties, may seek
Independent professional advice at the Company’s expense

The Company has arranged Directors’ and Officers’ Liability Insurance which provides cover for legal expenses under
certain circumstances This was in force for the entire period under review and up to the time the report was
approved

Internal Controf Review
The Drrectors are responsible for the Company'’s systems of internal control and for reviewing their effectiveness

An ongoing process has been in place since 24 May 2004 for 1dentfying, evaluating and managing nsks faced by
the Company The Board has noted the Financial Reporting Council’s ‘internal Control' guidance of October 2005
Key procedures established with a view to providing effective financial control have been in place for the financial
year and up to the date the financial statements were approved

The nsk management process and systems of internal controt are designed to manage rather than eliminate the nsk
of falure to achieve the Company’s objectves It should be recogrised that such systems can only provide reasonable,
not absolute, assurance aganst matenal misstatement or loss

Internal Control Assessment Process

Regular nsk assessments and reviews of internal controls are undertaken by the Board in the context of the Company's
overall Investment objective The review covers the key business, operational, compliance and financial nsks facing
the Company In amving at its judgement of what nisks the Company faces, the Board has considered the Company's
abjectives in the ight of the following factors

* the nature and extent of nsks which 1t regards as acceptable for the Company to bear within its overall
business chjective,

¢ the threat of such nisks becoming realty,
* the Company’s ability to reduce the incidence and impact of nsk on its performance, and

¢ the caost to the Company and benefits related to the Company and third parties operating the relevant
controls

Against this backdrop the Board has spiit the review into four sections reflecting the nature of the nisks being
addressed The sections are as follows

s  corporate strategy,

s  published information and compliance with laws and regulations,
= relationship wath serace providers, and

» nvestment and business activities

Gven the nature of the Company’s activities and the fact that most functions are subcontracted, the Directors have
obtained information from key third party suppliers regarding the controls operated by them To enable the Board to
make an appropnate nsk and control assessment, the information and assurances sought from third parties include
the following

¢ details of the control environmerit,
* dentification and evaluation of nsks and control objectives,
e assessment of the communication procedures, and

* assessment of the control procedure
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Corporate Governance — continued

The key procedures which have been established to prownde effective internal financial controls are as follows

* nvestment management 1s provided by ima ple The Board 1s responsible for the implementation of the
overall investment policy and mornitors the action of the Investment Manager at regular meetings

*  The provision of administration, accounting and company secretanal duties 1s the responsibiity of Capita
Stnclair Henderson Lirrited

e  Custody of assets 1s undertaken by the Bank of New York

»  The duties of investment management, accounting and custody of assets are segregated The procedures of
the indmdual parties are designed to complement one another

» The non-executive Directors of the Company clearly define the duties and responsibilities of therr agents and
adwvisers in the terms of ther contracts The appointment of agents and adwisers 1s conducted by the Board
after consideration of the qualty of the parties involved, the Board monitors their ongoing performance and
contractual agreements

*  Mandates for authonsation of investment transactions and expense payments are set by the Board

*  The Board receves detaled financial nformation produced by the Investment Manager and the Secretary on
a regular basis and Board meetings are held at least once a quarter to review such information

The Company does not have an internal audit function All of the Company’s management functions are delegated
to independent third parties whose controls are reviewed by the Board It 1s therefore felt that there 1s no requirement
for the Company to have an internal audit function However, this position 1s reviewed annually

Company Secretary

The Board has drrect access to the advice and services of the Company Secretary, Capita Sinclair Henderson
Limited, which 1s responsible for ensuring that the Board and Committee procedures are followed and that
applrcable regulations are complied with The Secretary 15 also responsible to the Board for ensunng timely delivery
of the infermation and reports and that statutory obkgations of the Company are met

Dialogue with shareholders

Communication with shareholders 1s given a high prionty by both the Board and the Investment Manager and the
Directors are avalable to enter into dialogue with sharehclders Major shareholders of the Company are offered the
opportunity to meet with the Investment Manager and the Directors of the Board in an attempt to ensure that therr
views are understocd All shareholders are encouraged to attend and vote at the Annual General Meeting, dunng
which the Board and the Investment Manager are avallable to discuss issues affecting the Company and shareholders
have the opportunity to address questions to the Investrment Manager, the Board and the Chaimen of the Board's
standing commuttees

Any shareholder who would ke to lodge questions in advance of the Annual General Meeting 1s invited to do so,
either on the reverse side of the proxy card or In writing to the Company Secretary at the address on page 3 The
Company always responds to letters from indmdual shareholders

The Annual and Intenm Reports of the Company are prepared by the Board and its adwvisers to present a full and
readily understandable review of the Company's performance Copigs are dispatched to shareholders by mail and
are also avallable from the Company Secretary, at the contact detals on page 3 or by downloading from both the
Investment Manager's and Company's website, as detailed on page 42

Going Concern

The Dwectors are of the opinion that 1t 1$ appropnate to presume that the Company will continue In operational
existence for the foreseeable future and accordingly have continued to adopt the going concern basis in prepanng
the financial statements
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Directors’ Remuneration Report

The Board has prepared this Report, in accordance of Schedule 7A to the Compantes Act 1985 An ordinary
resolution will be put to the members to receive the Report al the forthcoming Annual General Meeting

The law requires your Company's auditors to audt certain disclosures provided Where disclosures have been audited,
they are indicated as such The audrtors’ opinion 1s iIncluded n their report on pages 24 and 25

Policy on Directors' fees

The Board's policy i1s that the remuneration of non-executive Directors should reflect the experience of the Board as
a whole, and 1s determined with reference to comparable organisations and appomtrments It 1s intended that this
policy will continue for the year ending 30 April 2008 and subsequent years

The fees of the non-executive Directors are detenmined wrthin the Imits set out In the Company’s Articles of Association
which stipulates that the aggregate amount of Directors fees shall not exceed £75,000 in any financial year or any greater
sum that may be determined from tme to time by ordinary resolution of the Company They are not ehgible for bonuses,
pension benefits, share options, long term incentive schemes or other benefits

Directors’ service contracts

None of the Directors have a contract of sensce with the Company, nor has there been any contract or arrangement
between the Company and any Director at any time during the penod The Articles of Association provide that a
Director shall retire and be subject to re-election at the first annual general meeting after his appointment, and that
ong third of the Directors retire by rotation at subsequent Annual General Meetings and that each Director retire
every third year

Your Company's performance

The graph below compares the total return {assurning all dividends are reinvested) to Ordinary shareholders, compared
to the MSCI World Index (Sterling} The MSC! World Index has been selected as it 1s considered to represent a
broad equity market index against which the performance of the Company’s assets may be assessed

The Company’s benchmark of 3 month LIBOR plus 2%, has also been shown for cornpanson

Source wmia plc

Remuneration Committee

At the meeting of the Remuneration Committee held on 21 March 2007 it was agreed that given the size of the
Company and the constitution of the Committes, the matters previously dealt with by the Remuneration Committee
would in future be dealt wath by the Board of Directors
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Directors’ Remuneration Report - continued

Directors’ emoluments for the penod (audited)
The Directors who served dunng the year receved the following emoluments in the form of fees

Anthony Townsend (Chairman}
James Fox

Nick Hodgson

Michasl Phillips

As a director of the Investment Manager, Mr Phillips does not receive a Director's fee

2007

18,000
15,000
12,000

2006

15,000
10,000
10,000

The above rates of remuneration became effective from 1 May 2006 At a meeting of the Remunerabon Committee
held on 21 March 2007 it was agreed that annual fees for the Charrman, Mr Fox and Mr Hodgson would remain

unchanged

Approval

The Directors’ Remuneration Report was approved by the Board on 27 July 2007

Anthony Townsend
Charrman

(Stnes
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Statement of Directors’ Responsibilities in Respect of the Financial Statements

Company law requires the Directors to prepare financial statements for each financial penod which give a true and
far view of the state of affars of the Company as at the end of the financial penod and of the profit and loss for that
penod In preparing those financial statements, the Directors are required to

* select sutable accounting policies and then apply them consistently,
+  make judgements and estimates that are reasonable and prudent,

+ state whether applicable accounting standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

* prepare the financial statements on a gaing concern basis unless it 1S Inappropriate to assume that the
Company will continue in business

The Directors have confirmed that the financial statements, which have been prepared in accordance with UK
Generally Accepted Accounting Practice, comply with the above requirernents

The Directors are responsible for ensuring that the report of the Directors and other informatton included in the
Annual Report 1s prepared in accordance with Company Law in the United Kingdom They are responsible for
ensunng that the Annual Report includes information required by the Listing Rules of the Financial Services Authonty

The Cirectors 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 financial statements comply
with the Companies Act 1985 They are also responsible for the Company’s system of internal financial control, for
safeguarding the assets of the Company and hence taking reasonable steps for the prevention and detection of
fraud and other rregulanties

The accounts are published on www imiainvestmenttrust co uk, which is a website mantained by nmia Investment
Group plc The work carried out by the auditors does not involve consideration of the maintenance and integnty of
this website and accerdingly, the auditors accept no responsibility for any changes that have occurred to the
accounts since they were iniially presented on the website Visitors to the website need to be aware that legislatton in
the United Kingdom governing the preparation and dissemination of the accounts may differ from legislation in other
Junsdictions
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Report of the Independent Auditors
to the shareholders of imta Investrment Trust plc

We have audited the financial statements on pages 26 to 41 These financial statements have been prepared under
the accounting policies set out therein We have also audited the information in the Directors' Remuneration Report
that 1s described as having been audited

This report 1s made solely to the Company's shareholders, as a body, in accordance with Section 235 of the
Comparues Act 1985 Our audit work has been undertaken so that we might state to the Company's sharsholders
those matters we are required to state to them in an auditors' report and for no other purpose To the fullest extent
permitied by law, we do not accept or assume responstbility to anyone other than the Company and the Company's
shareholders as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The Directors’ responsibilities for preparing the Annual Report, the Directors' Remuneration Report and the financial
statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice} are set out in the Statement of Directors’ Responsibilities

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

We report to you our opinion as to whether the financial statements give a true and fair view and whether the
financial statements and the part of the Directors’ Remuneration Report to be audited have been property prepared
in accordance with the Companies Act 1985 We also report to you whether in our opinion the information given In
the Report of the Directors 1s consistent with the financial statements The information given in the Report of the
Directors includes that specific information presented In the Chairman’s Statement and Manager's Report that is
cross-referred from the Business Review section of the Report of the Directors

In addition we report to you (f, In our opinion, the Company has not kept proper accounting records, if we have not
received all the tnformation and explanations we require for our audit, or  information specified by law regarding
directors’ remuneration and other transactions I1s not disclosed

We review whether the Corparate Governance Statement reflects the Company's compliance with the nine
provisions of the 2003 FRC Combined Code specified for our review by the Listing Rules of the Financial Services
Authonty, and we report 1if It does not We are not reguired to consider whether the Board's staterments on internal
control cover all nsks and controls, or form an opinton on the effectiveness of the Company's corporate governance
procedures or its nsk and control procedures

We read other information contaned in the Annual Report, and consider whather 1t 1s consistent wath the audited
financial statements The other information compnses only the Report of the Directors, the unaudited part of the
Directors’ Remuneratton Report, the Charman’s Statement, the Manager's Report, the Corporate Governance
Statement, the Company Summary, the Summary of Results and the Portfolio Valuation We consider the
imphcations for our report If we become aware of any apparent misstatements or matenal nconsistencies with the
financial statements Our responsibilities do not extend to any other Information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Beard An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial staterments and the part of the Directors’ Remuneration Report to be audited | also
includes an assessment of the significant estimates and judgements made by the Directors in the preparation of the
financial statements, and of whether the accounting policies are appropnate to the Company's circumstances,
consistently apphed and adequately disclosed

We planned and performed our audit 50 as to obtain all the information and explanations which we considered
necessary in order to prowide 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 material misstaterment, whether
caused by fraud or other rregulanty or error In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements and the part of the Directors’ Remuneration Report to be
audited
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Opimon
In our opmion

* the financial statements give a true and far view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of affars of the Company as at 30 April 2007 and of its return for the year

then ended,

* the financial statements and the part of the Directors’ Remuneration Report to be audited have been properly
prepared n accordance with the Companies Act 1985, and

s the information given in the Report of the Directors 13 consistent with the financial statements

leam ([llan ﬂ&% (,V‘/‘ .
RSM Robson Rhodes LLP
Chartered Accountants and Registered Auditors

London, England

27 July 2007
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Income Statement
for the year ended 30 Aprl 2007

Year ended 30 Apnl 2007 Year ended 30 Apnl 2006
Revenue Capatal Total Ravenue Capital Total
Note £'000 £'000 £000 £'000 £'000 £'000
Gains on investments at far value
through profit or loss 8 - 3,452 3,452 - 10,008 10,009
Income 2 546 - 546 349 - 349
Annual management fee 3 (257) - (257) {163) - (163)
Performance fee 3 - - - - {722) (722)
Exchange {losses)/gains on capital items - (4) (4 - {149) (149)
Other expenses 4 (184) - (184) (193) - (193)
Returns on ordinary activities before
finance costs and taxation 105 3,448 3,553 7 9,088 9,081
Interest payable 5 {158) - (158) (72) - {72)
Return on ordinary activities
before taxation (53) 3,448 3,395 (79) 9,088 9,009
Taxation on ordinary actvities 6 - - - - - -
Return on ordinary activities after
taxation for the financial period {53) 3,448 3,395 79 9,088 9,009
pence pence pence pence pence pance
Return per Ordinary share 7 {018) 1147 11.29 {0 37) 42 29 41 92

The total column of this statement 1s the Profit and Loss account of the Company The supplementary revenue return
and capital return columns have been prepared n accordance with the AIG's SORP

All revenue and capital items in the above statement denve from continuing operations There are no recogrised
gains or losses other than those passing through the Income Statement

The notes on pages 30 to 41 form pant of these financial statements
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Reconcihation of Movements in Shareholders’ Funds
for the year ended 30 Apnl 2007

Balance at 30 Apnl 2006

Movement for the year

Return for the year

Issue of Ordinary share capital

Cost of share 1ssue

Ordinary shares purchased and
held in Treasury

Balance at 30 Apnl 2007

Balance at 30 Apnl 2005

Movement for the year

Return for the year

Issue of Ordinary share capitat

Costs of share 1ssue

Ordinary shares purchased and
held in Treasury

Balance at 30 Apnl 2006

Own
Share Capital Capital shares
Share premium Special reserve — reserve - held n  Revenue
capital  account reserve  realsed unrealised Treasury reserves Total
£'000 £'000 £'000 £2°000 £'000 £'000 £'000 £000
216 3,054 18,050 4972 6,806 - (235) 32,863
- - - 2,935 513 - (53) 3,395
96 13,954 - - - - - 14,050
- (281) - - - - - (281)
- - - - - (949) - {949)
312 16,727 18,050 7,907 7,319 (949} (288) 49,078
Cwn
Share Capal Capital shares
Share  premium Special reserve -  reserve — held in  Revenue
capital account reserve realsed unrealised  Treasury  reserves Total
£'000 £'000 £°000 £'000 £'000 £'000 £'000 £'000
210 2,248 18,050 1,565 1125 {708} (156) 22,335
- - - 3,407 5,681 - (v9) 9,009
6 723 - - - - - 729
- - - - - (124) - (124)
- 82 - - - 832 - 914
216 3,054 18,050 4972 6,806 - (235) 32,883

The notes on pages 30 to 41 form part of these financial statements
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Balance Sheet
as at 30 Apnl 2007

Fixed assets
Investments held at far value through
profit or loss

Current assets
Debtors
Cash at bank

Creditors amounts falling due within one year
Creditors

Net current (iabiliies)/assets
Net assets

Share capital and reserves
Share capttal
Share premium account
Special reserve
Capital reserve — reahised

— unrealsed

Own shares held in Treasury
Revenue reserve

Total shareholders’ funds

Net asset value per Ordinary share

Note

10

11

12

13

16

30 Apnl 2007 30 April 2006
£'000 £'000
51,692 32,761
1,161 554
987 1,887
2,148 2,441
4,762 2,339
(2,614) 102
49,078 32,863
32 216
16,727 3,054
18,050 18,050
7,907 4,972
7,319 6,806
(949) -
(288) (235)
49,078 32,863
pence pence
160 36 152 01

These financial statements were approved by the Board of Directors on 27 July 2007, and signed on its behalf by

Anthony Townsend
Charman

The notes on pages 30 to 41 form part of these financial statementis

[
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Statement of Cash Flows
for the year ended 30 Apnl 2007

Operating activities

Investment income receved
Deposit interest receved
Investment management fees pad
Secretanal fees paid

Other cash payments

Net cash outflow from operating activities

Servicing of finance
interest pad

Net cash outflow from servicing of finance

Capital expenditure and financial investment
Purchases of investments

Sales of Investments

Losses on dervative contracts

Net cash outflow from capital expenditure
and financial investment

Net cash outflow before financing

Financing

Proceeds of Ordinary share 1ssue

Expenses of issue

Ordinary shares purchased and held in Treasury
Ordinary shares sold from Treasury

Revolving credst facility repaid

Revolving credit facility drawdown

Net cash inflow from financing

Decrease in cash

Note

14

15

The notes on pages 30 to 41 form part of these financial statements
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30 Apnl 30 Apnit
2007 2006
£°000 £'000
397 263
152 55
{1,000) (353)
{57} (55}
(129} (135)
{637) {225)
(151) {73)
{151} {73}
{40,404) {29,989)
25,278 29,425
{309) (177)
(15,435) (741}
{16,223) (1,039)
14,056 729
(281) (6)
{949) (124)

- 914

- {2,263)

2,500 1,593
15,326 843
(897) (196)




Notes to the Financial Statements
for the year ended 30 Apnl 2007

1 Accounting policies

Accounting convention

The financial statements are prepared under the histoncal cost convention except for the measurement at far
value of Investments and are prepared in accordance with applicable law and Accounting Standards in the
United Kingdom (‘UK GAAP") and In accordance with the Statement of Recommended Practice “Financial
Statements of Investment Trust Companies™ {*SORP’) 1ssued by the Association of Investment Comparnias (‘AIC")
In January 2003 and revised in December 2005 Where guidance set out in the SORP 15 inconsistent with the
requirements of UK GAAP the Directors have sought to prepare the financial staternents on a basis compliant
with UK GAAP

Income recognition

Dradends recevable on quoted equity and non-equity shares are included in the financial statements when the
nvestments concerned are quoted ‘ex-dividend’ Dividends receivable on equity and non-equity shares where no
ex-dividend date 1s quoted are brought into account when the Company’s nght to receve payment 1s established
The fixed return on a debt secunty 1s recognised on a time apportionment basis so as to reflect the effective yield
on the debt secunty All other income 1 included on an accruals basis

Expenses and finance costs |
All expenses are accounted for on an accruals basis Expenses are charged through the revenue column of the \
ncorme statement except as follows

e transachon costs which are incidental to the acquisition or cisposal of an investment are included within
Gains on Investments and disclosed n note 9, and

* Investment performance fees and related rrecoverable VAT are charged to the capital column of the
Income statement as the Directors expect that in the long term virtually all of the Company’s returns will
come from capital

Foreign cumrency transactions

The currency of the Primary Economtc Environment in which the Company operates (the functional currency) 1s
pounds Sterling ('Sterling’) which 1s also the presentation currency Transactions denominated in foreign
currencies are translated into Sterling at the rates of exchange ruling at the date of the transaction

investments are converted to Sterling at the rates of exchange ruling at the Balance Shest date Exchange gamns
and losses relating to investments are taken to the capital reserve Realised and unrealised exchange gains and
losses on non-capital assets or labilities are taken to the Income Statement in the penod in which they anse

Investments - held at fair value through profit or loss :
investments have been designated by the Board as held at farr value through profit or loss and accordingly are

valued at far value, deemed to be bid market prices As the entity’s business 1s investing In financial assets with

a view to profitng from their total return in the form of interest, dwvidends or increases In fair value, quoted

equities and fixed ncome secunties are designated as fair value through profit or loss on initial recognition The

entity manages and evaluates the performance of these investments on a far value basis n accordance with its

investment strategy, and information about the portfolio 1s provided internally on this basis to the Board

Investments are recognised and derecognised on the trade date where a purchase or sale ts under a contract
whose terms regure dehvery within the timeframe established by the market concerned, and are initially
measured at far value

Quoted investments are valued at the bid price, or the last traded pnce, depending on the convention of the
exchange on which the investment 1s quoted

Unquoted investments, including any warrants, are valued by the Directors at far value using market valuation
techniques in accordance with the International Private Equity and Venture Capital guidelines
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Accounting policies — continued

Financial assets and habilities held for trading
Dervatives which are classfied as financial assets or kabiltties held for trading are valued at faw value at the close
of business at the pernod end

Taxation

The charge for taxation is based on the net revenue for the period Tax deferred or accelerated 18 accounted for
in respect of all matenal timing differences to the extent that it 1s probable that a liability or asset will crystallise
Timing differences arise from the inclusion of items of Income and expenditure I tax computations in penods
different from those in which they are included in the financial statements Prowvision 1s made at the rate which 1s
expected to be applied when the hability or asset 1s expected to crystallise

The tax effect of different tems of Inccme/gain and expenditure/loss 1s allocated between capital and revenue on
the same basis as the particular item to which it relates, using the Company’s effective rate of tax for the
accounting period

Capital reserves
Capital reserve {realisedl}
The followang are accounted for in the Income Statement, allocated to capital and transferred to this reserve

+ gans and losses on the realisation of investments,
* realsed gains and losses on financial iInstruments held for trading,
* realised exchange differences of a capital nature, and

e oxpenses, together with related taxation effect, allocated to capital in the Income Staterment In
accordance with the above policies

Capital reserve (unreahsed)
The following are accounted for m the Income Statement, allocated to capital and transferred to this reserve

* Increases and decreases in the far value of the investments held at the penod end,

¢ unrealised gains and losses on financiat instruments held for trading

Income 30 Apnl 30 April
2007 2006
£'000 £'000

Income from investments
UK dmvidend income 315 216
UK unfranked investment income 96 79
411 295

Other iIncome
Bank interest recevable 135 54

546 349

Total ncome compnses

Dvidends 315 216
Interest 231 133
546 349
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Notes to the Financial Statements
for the year ended 30 Apni 2007

3

Investment management fee 30 Apnl 2007 30 Apnl 2006
Revenue Capstal Total Revenue Capital Total

£'000 £'000 £°000 £'000 £7000 £'000

Annual fee 219 - 219 139 - 139
Performance fee - - - - 657 657
Irecoverable VAT thereon 38 - 38 24 115 138
257 - 257 163 772 935

The basic nvestment management fee 1s ¢alculated at the annual rate of 0 5% of the adjusted market caprtalisation
of the Company on the last business day of each calendar month, plus VAT The basic management fee accrues
dailly and i1s payable in arrears in respect of each calendar month For the purpose of calculating the basic fee,
the 'adjusted market capitalisation’ of the Company 1s defined as the average dally mid market pnce for an
Ordinary share adding back any dwvidends per share yet to have gone ex-div In the relevant month, multiplied by
the number of Ordinary shares in 1ssue, excluding those held by the Company in Treasury, on the last business
day of the relevant month

The Manager 1s also entitled to a performance fee of 15% of the growth of the Company's net asset value per
Ordinary share In excess of a hurdle of 3 month LIBOR plus 2%, but only If the share pnce has also increased
over the relevant pertod The amount of any performance fee in a perforrnance pencd will not exceed 2% of the
Company's gross assets, but any excess performance fee over this cap may be camed forward up to 3 years to
the extent that in a subsequent calculation perod a performance fee 1s payable, but does not reach the cap for
that penod

There 15 no performance fee due for the year ended 30 Apnl 2007 The Directors consider that the excess
performance fee of £654,000 {including VAT) camed forward from the year ended 30 Apnl 2006 1s not a hability
{a present obhgation} at 30 April 2007, but that it 1s a contingent liability (a possible obligation) that depends on
future events Following clanfication of the terms of the management agreement in regards to the calculation of
the performance fee by the Company, this contingent lability was increased to £654,000 from the £592,000
disclosed in the 2006 Annual Report

The performance fee per share 1s calculated based on the time weighted average number of shares in 1ssue
during the calculation penod Caleulation penods correspond to the Company's accounting penods The
performance fee accrues monthly, and 1s subject to VAT

Other expenses 30 Apnl 30 Apnl

2007 2006

£'000 £'000

Secretarial services 63 55
Auditor’s remuneration for

Audrt of the Company's Financial Statements 14 14

All other services 1 3

Directors’ remuneration” 45 35

Other expenses 61 86

184 193

Since the year end, the Company has not been charged any further fees by the auditors

" see Directors’ Remuneration Report on page 21 for analysis
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5 Interest payable and similar charges 30 Apnl 2007 30 Apn! 2006

Revenue Capital Total Revenue Captal Total
£'000 £'000 £'000 £'000 £'000 £'000
Interest payable on revolving credit facility 158 - 158 72 - 72
6 Taxahton 30 Aprnl 2007 30 Apnl 2006
Revenue Capital Total Revenue Capital Total
£°000 £'000 £'000 £'000 £'000 £000

Corporation tax at 30% - - - - - -

The current taxation charge for the year 1s lower than the standard rate of corporation tax in the UK {30%) The
differences are explained below

30 Apnl 2007 30 Apnl 2006
Revenue Capital Total Revenue Capital Total
£°000 £'000 £'000 £'000 £°000 £'000
Return on ordinary activities
betore taxation (53) 3,448 3,395 {79) 9,088 9,008
Theoretical tax at UK corporation tax rate
of 30% (16) 1,034 1,018 (24) 2,726 2,702
Effects of
~ UK dividends that are not taxable (94) - (94) (65) - {65}
— Gains on nvestment and exchange
gans on capital items - (1,034) (1,034) - (2,958) {2,958)
— Expenses not deductible for tax - - - 7 - 7
- Unrelieved expenses 110 - 110 82 232 314

Actual current tax charge - - - - - _

Factors that may affect future tax charges

The Company has excess management expenses of £1,852,000 (2006 £1,484,000) that are available to ofiget
future taxable revenue No deferred tax asset has been recognised in respect of these amounts as they will only
be recoverable to the extent that there 1s suffictent future taxable revenue

Deferred tax 1s not prowided on capital gans and losses anstng on the revaluation or disposal of investments
because the Trust meets (and intends to continue for the foreseeable future to meet) the conditions for approvat
as an Investment Trust company
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Notes to the Financial Statements
for the year ended 30 April 2007

7 Retum per share

30 Apnl 2007 30 Apnl 2006
Weighted Weighted
average average
number of number of
Net Ordinary Per Net Ordinary Per
retum sharest share return sharest share
£'000 pence £:000 pence
Total
Return per share 3,395 30,050,224 11 29p 9,009 21,491,213 141 92p
Revenue
Return per share (53) 30,050,224 C18}p 79y 21,491,213 (037
Capital
Return per share 3,448 30,050,224 11 47p 9,088 21,491,213 42 29p
1 excluding shares held in Treasury
8 Investments 30 Apnl 2007 30 Apnl 2006
£'000 £'000
Investment portfolio summary
Total investments at far value 51,692 32,761
£'000 £'000
Analysis of investment portfollo movements
Opening valuation 32,761 22,821
Movements in the period
Purchases at cost 40,782 29,165
Sales — proceeds {25,892) (29,455)
- realised gains on sales 3,244 4,479
Increase in unrealised appreciation 797 5,751
Closing valuation 51,692 32,761
Closing book cost 44,045 25,911
Closing unrealised appreciation 7,647 6,850
51,692 32,761

A list of the portfolio holdings by therr far value 1s given in the portfolio valuation on page 8 of the Annual Report

The investment portfclio Includes 13 (2006 nil) unlisted holdings totalling £11,526,000 (2006 £nil), representing
22 3% of the portfolio

Transaction costs incidental to the acquisitions of Investments totalled £119,000 (2006 £158,000) and disposals
of investments totalled £70,000 (2006 £59,000) for the year
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10

1

Investments - continued

Analysis of capital gans

Realised gains on sales

Movement in unrealised appreciation

Realised losses on denvatve contracts

Movement i unrealised appreciation on dervative contracts

Significant interests

30 Apnl 2007 30 Aprl 2006
£'000 £'000
3,244 4,479
797 5,751
(308) (177)
(281) (44)
3,452 10,009

The Company had holdings of 3% or more that 15 matenal in the context of the accounts 1n the following

companies’ secunties

Name of Class of

investment Share

F&C UK Select Trust Ordinary

Japan Accelerated Performance Fund Closed-ended fund
Economic Lifestyle Properties Investment Company Capital

US Special Opportunities Trust Income

Life Office Opportuntties Trust Ordinary

EP Global Opportunities Trust Ordinary

Equity Partnership Investment Trust Capital

Artermis Alpha Trust Ordinary

Debtors amounts falling due within one year

Amounts due from broker
Dividends recevable

Accrued income

Prepayments and other debtors

Creditors amounts falling due within one year

Bank loan

Amounts due to brokers

Bank interest

Other creditors

Financial labilities held for trading

30 Apnl 2007
Percentage held
589

508

464

462

374

368

313

301

30 Apnl 2007 30 Apnl 2006
£000 £000
1,106 492
40 26

- 17

15 19
1,161 554
30 Apnl 2007 30 Apnl 2006
£'000 £'000
3,750 1,250
569 191
10 3
108 851
325 44
4,762 2,339

The bank loan, which s a £7,500,000 revoling credit faciity with Alled Insh Bank, bears interest at the rate of
0 6% over LIBOR on any drawndown balance and Q 3% on any undrawn balance The faciity may be drawndown
in Sterling, US Dollars or Euros The Bank Loan facility 1s avallable until 29 May 2008 and 1s subject to the

following covenants

*  Net borrowings wilt not at any time exceed 33% of Adjusted Net Asset Value, and

»  Adjusted Net Asset value shall at all times be equal or greater than £12,000,000
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Notes to the Financial Statements
for the year ended 30 Apnl 2007

11 Creditors amounts falling due within one year ~ continued

If the Company breaches either covenant, then it I1s required to notify the Bank of any default and the steps
being taken to remedy it

At 30 Apnil 2007 the Company had £2,500,000 drawn down under the faciity which matured on 23 May 2007
and £1,250,000 drawn down under the faciity which matured on 25 May 2007 These facilities were renewed
and now mature on 29 May 2008

12 Called up share capital 30 Apnl 2007 30 Apnl 2006
£'000 £'000

Authorised
80,000,000 Ordinary shares of 1p each 800,000 800,000

Allotted, called up and fully paid
31,243,845 (2006 21,618,884) Ordinary shares of 1p each 1 P 216

On 25 May 2006, 509,095 Ordinary shares were 1ssued, followed by a further issue on 9 June 2006, of
9,115,966 Ordinary shares The aggregate nominat value of shares 1ssued dunng the year was £86,000 and total
consideration received was £14,050,000

13 Own shares held in Treasury

14

In accordance with FRS 25, the consideration paid for shares held in Treasury 1s presented as a deduction from
sharehoelders’ funds, which reduces distnbutable reserves

Year ended Year ended

30 Apnl 2007 30 Apnl 2006

own shares own shares

held in held in

Number of Treasury Number of Treasury

Summary shares £'000 shares £'000
Opening balance: - - 665,000 {r08)
Addtions 638,727 (949)" 111,769 (124)

Re-1ssued - - (776,769) 832

At 30 Aprl 2007 638,727 (949) - -

MNommal value of own shares held in Treasury 6 -

* Cost including broker commissions

Foliowing the year end a further 145,400 Ordinary shares were purchased for Treasury on 4 May 2007 for
£1 54 per share and a further 200,000 Ordinary shares were purchased for Treasury on 21 June 2007 for £1 57
per share

Reconciliation of net return before finance costs and 30 Apnl 30 Apnt
taxation to net cash outflow from operating activities 2007 2006
£000 £'000
Net return before finance costs and taxation 3,553 3,081
Gains on investments {3.452) {10,009
Exchange losses on capital tems 4 149
(Decrease)/increase In creditors and accruals (743) 579
Decrease/(increase) in prepayments and accrued incorme 1 (25)
(637) (225}
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15 Reconciliation of net cash flow to net funds 30 Apnl 30 Apnt

2007 20086

£'000 £'000

Opening net funds 637 312
Decrease In cash in penod (897) (196)
Net {drawdown)/repayment of revolving credit faciity (2,500) 670
Exchange iosses on capital items {3) (149)
Closing net funds (2,763) 837

Foreign

At exchange At

30 Apnl 2008 Cash Flows movements 30 Apnl 2007

£'000 £'000 £'000 £°000

Net funds are comprised as follows

Cash at bank 1,887 (897) 3 987
Debt due within one year (1,250) (2,500) - (3,750}
637 (3.397) 3} (2,763)

16 Net asset value per Ordinary share

The net asset value per Ordinary share ts based on net assets of £49,078,000 (2006 £32,863,000) and on
30,605,218 (2006 21,618,884} Ordinary shares, being the number of shares in 1ssue at the year end, excluding
shares held in Treasury (see note 13}

17 Capital commitments and contingent habilities
The Company has a contingent hiatnlity of £654,000 due to the Investment Manager for the excess performance

fee for the year ended 30 Apnl 2006 This amount may become payable in the three year penod ending 30 Apnl
2009 Please see note 3 for further details

Following clanfication of the terms of the management agreement in regards to the calculation of the
performance fee by the Company, the excess performance fee, which 15 a contingent liability, has been increased
to £654,000 from the £592,000, shown n last year's accounts

As at 30 Apnl 2007, there were no capital commitments

18 Post Balance Sheet Events
Following a European Court of Justice {the ‘ECJ’) ruling on 28 June 2007 in relation to VAT chargeable on
nvestment management fees to investment trusts the Company has a contingent asset in respect of the total
VAT pad on its nvestment management fees since the commencement of nvestment actvities, being £232,000
The recoverability of this asset in whole or in part 1s subject to discussions between the Company, the Manager
and HM Revenue & Customs (‘HMRC’) and 1s subject to possible appeal by HMRC
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Notes to the Finhancial Statements
for the year ended 30 Aprii 2007

19 Analysis of financial assets and labilities
The Company’s financial Instruments compnse secunties and denvatives used for hedging purposes, cash
balances and debtors and creditors that anse from its operations, for example, in respect of sales and purchases
awaiting settlement and debtors for accrued income

The Company has hitle exposure to credit nsk
The Company finances its operations through its issued capital, exsting reserves and a revolving credit facility
The principal risks the Company faces In its investment portfolio management activities are

- Market pnce nisk, 1e the movements in value of investment holdings caused by factors other than
interest rate movemnent,

— Interest rate nsk,
- Liquidity nsk, and
—  Foreign currency nsk

The Investment Manager’s policies for managing these nsks are summansed below and have been applied
throughout the year

Policy

()  Market price nsk

The Company's nvestment portfolio 1s exposed to market pnce fluctuations which are monitored by the
Investment Manager

A significant proportion of the Company’s portfolio 1s invested in secunties which themselves invest In overseas
securittes and movements in foreign currencies can affect their Stering value

The Directors are conscious of the fact that the nature of investments are such that prices can be volatle
investors should be aware that the Company 1s exposed to a higher rate of nsk than exists within a fund which
holds traditional blue-chip securities

Adherence to the investment objectives and the mits on investment set by the Cormpany mitigates the nisk of
excessive exposure to any one particular type of secunty or 1ssuer

(1) Interest rate nsk

Fair Value interest rate nsk exposure

The Company 1s no longer exposed to farr value interest rate nsk as it no longer holds convertible loan stock as
part of its portfolio

Cash flow interest rate rnisk exposure
The Investment Manager 1s permitted to borrow up to 20% of the Company’s net asset value, and uses a
£7 5 millon revolving credit faciity for this purpose, at varable rates to be determined prior to any drawdown

The Company’s bank accounts earn interest at a vanable rate which s subject to fluctuations in interest rates

Non-interest rate nsk exposure
The remainder of the Company's portfolio and current assets are not subject to interest rate nsk

Details of the nsk profile of the Company are shown in the following tables on pages 39 and 41

(m} Liquidity nsk

The Investment Manager may mnvest on behalf of the Company in secunties which are not readily iradable, which
can lead to volatle share pnce movements It may be difficult for the Company to sell such investments, but
such nsk s currently low as the mggonty of the Company's investments are in readily realisable secunties
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19 Analysis of financial assets and habihhies - continued
(v} Forewgn currency nsk
Although the Company's performance 1s measured in Sterling, a proportion of the Company’s assets may be
either denominated in other currencies or are In investments with substantial currency exposure and, as a result,
the Net Asset Value of the Company may be significantly affected by currency movements

The Investment Manager reviews the risks of adverse cumency movements and where necessary may use
dervatives to mitigate the nsk of adverse currency movements, although in the current year no such denvatives
were used

(v} Denvatives

The Investment Manager may use denvative instruments in order to 'hedge’ the market risk, incorporating
foreign currency nsk, of part of the portfolio The Investment Manager reviews the nsk associated wath
ndmvidual investments and where they believe 1t appropriate may use denvatives to mitigate the risk of adverse
market or currency movements The Investment Manager discusses the hedging strategy with the Board at its
quarterly meetings

At the year end there were 3 dervative contracts open These prowvide a limited degree of protection from a fall in
the value of the FTSE 100 and FTSE 250 Indexes In the form of sotd futures and would not materially impact the
portfolio returns iIf a large market movement did occur The Company entered into 38 other dervative contracts
during the year which incurred net losses overall

There were no denvatives entered into in order to hedge against foreign currency movements

Financial assets
The Company holds fixed asset investments The majonty of the Company’s assets are in Stering and
accordingly the Company has only a small direct currency exposure

The interest rate nsk profile of the Company's financial assets at 30 Apri 2007 was

Cash flow Fair value
No interest interest interest
rate nsk rate nsk rate nsk
financial financial financial
Total assets assets assets
£'000 £'000
Sterling

lnvestments 51,692 51,692 - -
Cash 982 - 982 -
Debtors” 1,147 1,147 - -
53,821 52,839 982 -

US Dollars
Cash 5 - 5 -
93,826 52,839 987 -

" Debtors exclude prepayments which under FRS25 are not classified as financial assets
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Notes to the Financial Statements

for the year ended 30 Apnl 2007

19 Analysis of financial assets and liabilihes — continued

The interest rate profile of the Company’s financial assets at 30 Apnl 2006 was

Cash flow Fair value
No interest interest interest Weighted Weighted
rate nsk rate nsk rate nsk average average
financial financial financial interest years to
Total assets assets assets rate raaturity
£'000 £'000 £'000 £'000
Sterling
Investments 32,761 31,233 - 1,628 75 55
Cash 1,882 - 1,882 -
Debtors™ 535 535 - -
35,178 31,768 1,882 1,528
US Dollars
Cash 5 - S -
35183 31,768 1,887 1,528
* Debtors exclude prepayments which under FRS 25 are not classed as financial assets
The interest rate risk profile of the Company’s financial habilities at 30 Apnl 2007 was
No Cashflow
interest interest
rate risk rate nsk
financial financial
Total liabities hiabiities
£000 £000 £°000
Sterling
Credrtors 687 687 -
Financial habilities held for trading 325 325 -
Bank loan 3,750 - 3,750
4,762 1,012 3,750

All amounts are due in one year or less

The bank loan, which 1s a £7,500,000 revolving credit facility with Allled Insh Bank, bears interest at the rate of
0 6% over LIBOR The faciity at 30 April 2007 had been drawn down in two parts An amount drawndown of
£2,500,000 matured on 23 May 2007 and bore interest at the rate of 6 24418% An amount of £1,250,000
matured on 25 May 2007 and bears interest at the rate of 6 1583%
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19 Analysis of financial assets and habilities — continued
The interest rate profile of the Company's financial labiities at 30 Apnt 2006 was

No Cashflow
interest interast
rate nsk rate nsk
financial financial
- Total habilhes lrabilities
£'000 £'000 £'000
Steriing

Credttors 1,006 1,008 -
Financial labilities held for trading 44 44 -
Bank loan 1,250 - 1,250
2,300 1,050 1.250

US Dollars
Credtors 39 - 39
39 - 39
2,339 1,050 1,289

All amounts are due in one year or less

Fair values of financial assets and financial habilities
All of the financial assets and Labiiies of the Company are held at far value

20 Related party transactions
Under the terms of an agreement dated 9 March 2004, the Company has apponted imia plc to be the
Investment Manager The fee arrangements for these services and fees payable are set out In note 3

nma plc 1s a subsidiary company within umia Investment Group plc At 30 Apnl 2007, there were amounts due
to wmia ple totalling £45,553 (2006 £788,261 due to imia pic, £4,547 due to Caprta Sinclair Henderson) and a
contingent habiity as detaled in note 17, of £654,000 (2006 £654,000)

Amounts due to the Company Secretary, formerly Sinclair Henderson Ltd are no longer included in related
party transactions, following the acquisition of Sinclar Henderson by the Capita Group Plc in July 2006

in addition to acting as Investment Manager, imia plc, on occasions, also earns broking commissions on share
transactions on behalf of the Company During the penod imia plc receved commission fees totalling
£2118,556 (2006 £111,392)

The Cormpany appointed Intelh Corporate Finance Ltd, also a subsidiary company of umia Investment Group
plc, to act as its Stockbroker and Financial Adwisor The aggregate remuneration paid by the Company to Intell
was £240,502 in respect of the fund raising and £14,688 in respect of ther services as brokers
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Shareholder information

Share Dealing
Shares can be traded through your usual stockbroker

Share Register Enquines

The register for the Ordinary shares 1s maintained by Capita Registrars In the event of quenes regarding your
holding, please contact the Registrar on 0870 162 3131 or emall sharsholder services@capitaregistrars com
Changes of name and/or address must be notified In writing to the Registrar

Share Capital and Net Asset Value Information

Crdinary 1p shares 31,243,845 at 30 Apnl 2007
SEDOL number 3436594
ISIN number GB0034365949

The Company's Ordinary shares are traded on the London Stock Exchange

The Company releases its net asset value per Ordinary share to the London Stock Exchange daly and at each
month end

Share Pnces
The Company’s Ordinary shares are listed on the London Stock Exchange The mid market prices are guoted daily
In the Financial Tmes under ‘Investment Companies’ and in The Dally Telegraph under ‘Investment Trusts’

Financial Calendar

Company’s year end 30 April
Annual results announced June
Interm Management Staterment At 31 duly
Annual General Meeting September
Company’s half-year 31 October
Intenim results announced December

Intenm Management Statement At 31 January

Annual and Intenm Reports

Copies of the Annual and Intenm Reports are avallable from the Company Secretary
Telephone 01392 412122

Investment Manager umia plc

The Company's Investment Manager 1s nmia plc, a wholly owned subsidiary of the imia group The imia group was
formed in 2001 and in August 2004 merged with Exeter Investrent Group plc to form urmia Investment Group ple,
which 1s an AIM listed company

umia plc 1s regulated by the FSA and 1s a member firm of the London Stock Exchange nmia ple s a wholly-owned
subsichary of imia Investment Group plc, which had funds under management and advice totalling £650 rillion as at
31 December 2006 ]

Investor updates in the form of Monthly factsheets are avalable from the Company’s website
www imiainvestmenttrust co uk and the imia ple website at www nmia co uk

Assocrated Investment Companies
The Company is a member of the Association of Investment Companies
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Glossary of Terms

Net Asset Value (‘NAV’)

The NAV 1s shareholders’ funds expressed as an amount per individual share Shareholders’ funds are the total value
of all the company’s assets, at current market value, having deducted all prior charges at their par value (or at ther
asset value)

Discount/Premium

If the share price of an investment trust is 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 usually
expressed as a percentage of the NAV per share If the share pnce 1s higher than the NAV per share, the shares are
said to be trading at a premium

Total Expense Ratio
The total operating expenses excluding interest incurred by the Company, (excludes the performance fee charged to
capital) as a percentage of total assets less current liabiites

Total Return

The combined effect of any dvidends paid, together with the nse or fall in the share price or NAV Total return
statistics enable the investor to make performance comparnisons between trusts with different dividend policies Any
dividends (after tax) receved by a shareholder are assumed to have been reinvested in either additional shares of the
trust at the time the shares go ex-dividend (the share price total return) or in the assets of the trust at its NAV per
share {the NAV total return)

Geanng

Geanng 1s the process whereby changes in the total assets of a company has an exaggerated effect on the net
asset value of that company’s ordinary shares due to the presence of borrowings or share classes with a prior
ranking entittement to capital
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Notice of Annual General Meeting

NOTICE 1S HEREBY GIVEN that the ANNUAL GENERAL MEETING of nmia Investment Trust PLC will be held on
27 September 2007, at The City of London Club, 18 Ofd Broad Street, London EC2N 1DS at 12 noon for the
following purposes

Resolution on
Form of Proxy
Ordinary business

1 To receve and adopt the audited accounts for the year ended 30 Apri 2007, together Resolution 1
with the Report of the Directors and Auditors thereon

2 To receive the Directors’ Remuneration Report for the year ended 30 Apni 2007 Resolution 2
3  To re-elect Mr James Fox as a Director of the Company Resolution 3
4 To re-elect Mr Michael Phillips as a Director of the Company Resclution 4
5 To re-appaint Robson Rhedes as auditors of the Company and to authonse Directors to Resolution 5

determine ther remuneration

Special business

To consider and, If thought fit, to pass the following resolutions which will be proposed as
spectal resclutions

6 THAT
In substitution for any extsting power under Section 95 of the Companies Act, but without Resolution 6
prejudice to the exercise of any such power prior to the date of this resolution, the Directors
be and they are hereby empowered, In accordance with Section 95(1) of the Companies Act, to
allot equity secunties {as defined in Section 94(2) of the Compantes Act} for cash pursuant to the
authonty under Section 80 of the Companies Act conferred on the Directors by an ordinary
resclution of the Company passed on 26 January 2004 and to sell relevant shares (within the
meaning of Section 94(5) of the Companies Act) which are held by the Company as Treasury
shares (within the meaning of Section 162A(3) of the Companies Act), In each case as if Section
89(1) of the Companies Act did not apply to any such allotment or sale, up to an aggregate
nominal amount of £31,243, such power to expire 15 months after the date of the passing of this
resolution or, If earlier, at the conclusion of the annual general meeting of the Company held in 2008,
unless previously revoked, vaned or renewed by the Company 1in general meeting, save that the
Company may, at any time prior to the expiry of such power, make an offer to enter into an
agreement which would or might require equity secunties or relevant shares to be allotted or sold
after the expiry of such power and the Directors may allot equity secunties or sell relevant shares in
pursuance of such an offer or agreement as If such power had not expired
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7 THAT
The Company s hereby generally and unconditionally authonsed to make purchases wthin Resolution 7
the meaning of Section 163(3) Companies Act 1985) of Ordinary shares of 1p each in the
capital of the Company {Ordinary shares) for cancellation or for placing into Treasury provided that

{a) the maximum number of Qrdinary shares authonsed to be acquired shall be 4,535,947 {or If less
14 99% of the Ordinary shares n 1ssue iImmediately following the passing of this resolution),

(o) the mimmum price which may be paid for each Ordinary share 1s 1p (exclusive of expenses),

(c) the maximum price {exclusive of expenses) which may be paid for each Ordinary share 18, In
respect of a share contracted to be purchased on any day, an amount equal to 105 per cent of
the average of the middle market quotations of Ordinary shares taken from the Dally Official List of
the London Stock Exchange for the five business days immediately preceding the day on which
the contract of purchase 1s made,

{d) this authonty will {unless renewed) expire at the conclusion of the next Annual General Meeting of
the Company held after the date on which this resolution 1s passed or, if eariier, 15 months after
that date, and

{e) the Company may make a contract of purchase for Ordinary shares under this authority before
this authonty expires which will or may be executed wholiy or partly after its expiration

By order of the Board J
Capita Sinclair Hendersbn Limited, S ary
Registered Office Beaufort House, 51 New North Road, Exeter EX4 4EP 27 July 2007
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Notice of Annual General Meeting

Notes

A membser entitled to attend and vote 1s entitied to appoint one or more proxies to attend and, on a pall, to vote
Instead of him/her A proxy need not also be a member of the Company Ladgement of the farm of proxy will not
preclude a shareholder from attending the Meeting and voting In person

A form of proxy 15 attached for use In connection with the business set out on the previous pages This form of
proxy should be completed and sent, together with the power of attorney or other authonty (if any) under which it 1s
signed or a notanally certified copy of that power or authonty, to reach the Registrars a1 the address panted on the
form of proxy not later than 6 pm on 25 September 2007

Tha Company, pursuant to Regulation 41 of the Uncertified Secunties Regulatons 2001, specifies that only those
sharaholders registered in the register of members of the Company as at 6 pm on 25 September 2007 shall be
anutled to attend or vote at the aforesaid Annual General Meeting in respect of the number of shares registered In
theirr name at that tme Changes to entnes on the relevant register of secunties after 6 pm on 25 September 2007
{the specified time) shall be disregarded in determining the nghts of any person 1o attend or vote at the Mesting If
the Meeting 1s adjiourned to a time not more than 48 hours after the specified tme applicabls to the ongina! Mesting,
that time will also apply for the purpose of determining the entitltement of members to attend and vote (and for the
purpose of determining the number of votes they may cast) at the agjourned Mesting If however the Meeting 1s
adjourned for a longer penod then, to be so entitled, members must be entered on the Company's register of
members at the time which 1s 48 hours before the tme fixed for the adjourned Meeting, or if the Company gives
notice of the adjourned Meeting, at the time specified in that notice

The Articles of Association of the Company will be avalable for inspection at the Registered Office of the Company
dunng normal business hours {Saturdays excepted) from the date of this notice until the date of the Annual General
Meeting and at the place of the Annual General Meeting for 15 minutes pnor to and dunng the Meeting

By attending the Annual General Meeting a shareholder expressly agrees that they are requesting and willing to
recerve any communication made at the Annual General Meeting
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nmia Investment Trust PLC

Form of Proxy

For use at the ANNUAL GENERAL MEETING (Block capitals please)

I'We, the undersigned,

being a member/members of imia Investment Trust PLC, hereby appoint the Gharrman of the Mesting

as my/our proxy to vote for me/us on my/our behalf at the Annual General Mesting of the Company to be held at,
The City of London Club, 18 O!d Broad Strest, London EC2N 1DS on 27 September 2007, at 12 noon and at any
adiournment thereof

Signature

Dated 2007

Please indicate with an X in the spaces below how you wish your votes to be cast

Vote
Ordinary business For  Against withheld

Resotution 1 To receve the reports of the Directors and Audrtor and the
audited accounts for the year ended 30 April 2007

Resolution 2 To receve the Directors’ Remuneration Report

Resoluton 3 To re-elect Mr J Fox as a Director of the Cormpany

Resolution 4 To re-elect Mr M Phillips as a Director of the Company

Resolution 5 To reappoint RSM Rebsan Rhodes LILP as auditors to the Gompany
and to authonse the Directors to determine their remuneration

Special business

Resolution 6 Authortty for the Directors to 1ssue shares
Resolution 7 Renewal of the Company’s authonty to purchase its Ordinary
shares
Notes

1 A member may appoint a proxy of his or her own choice If such an appaintment 1s made, delete the words 'the Chairman
of the Meeting’ and insert the name of the person appoinied proxy In the space provided

2 If the appontor 18 a corporation, this form must be under 1ts common seal or under the hand of some officer or attorney
duly authonsed in that behalf

3 In the case of joint holders, the signature of any one holder will be sufficient, but the names of all the joint holders shoutd
be stated

4 If thus form 1s returned without any indication as to how the person appointed proxy shall vote, the Charman will exercise

his discretion as to how he votes or whether he abstains from voting

5 To be valid, thus form must be completed and deposited at the office of the Company's Registrar not less than 48 hours
before the tme fixed for holding the Meetng or adjourned Meeting

6 A *vote wathheld” 1s not a vote In law and will not be countad 1n the calcutation of the proporton of the votes for and
agamst the resolution
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