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® Net asset value ("NAV”) increases by 15 7%

® Discount narrowsto 6 7%

® Strong equity and property returns offset by weak bonds

@ Rising terminal bonuses as life office reserves are replenished

Financial 31 December 31 December %
Fhghhights 2006 2005 Change
Total return

Net asset value 143 15p 12373p +157
Share price 133 60p 113 00p +181
Discount 6 7% B7%

Total expense ratio

|avestment management fees 075% 076%

Policy advisory fees 0 36% 050%

Other operating expenses 0 25% 02%%

Historical record NAV Share Total Return
Year to 31 December pershare (p) price (p) per share (p)
200 16069 13350 624
2002 154 86 98 00 {8 21)
2003 12349 9175 (29 37)
2004 11773 98 50 (572)
2005 12373 11300 600
2006 14315 13350 1941

Highhghts
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Chairman’s Statement
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Over the year, the net asset value per share increased
by 15 7 per centto 143 15 pence The investment
objective of your Company Is to achieve long term
caprtal growth and no dividend 15 payable Part of this
year's performance, approximately 4 5 per cent, was
the result of the flotation of Standard Life and its
subsequent share price appreciation However, the
balance was due 10 the underlying mcrease in the
valuation of the Company’s endowment policies This
increase can itself be broken down into two
components Life offices have passed on the positive
investment performance of the underlying life funds to
policyholders by way of increased annual and terminal
bonuses In addition, the Company has mamtained a
prudent valuation pohcy and there have been uplifts as
policies mature

Review of 2006

There were 162 matuntres 1n 2006 yielding
approximately £5 1 mithon The maturity proceeds
were approximately 2 5 per cent tugher than forecasted
this bme last year There are just under 1,600 policies
stifl to mature, splt equally between 2007 and 2008
To date, the proceeds have been used to reduce
borrowings The Managers have estimated that
borrowings, which currently stand at shghtly less than
£11 million, should be elminated in July 2007
Thereafter, cash balances will be accumulated through
1o the end of 2008

The 2006 annual bonus declaration season, which was
announced in the first quarter of 2008, generally
proved to be favourable, with bonus rates mostly being
raised Typically, the major with profit Iife office funds
produced returns, after taxation and some reserving
held back for smoothing in an above trend year, to
pohicyholders of some 13 per cent

Early indications are that with profit funds had another
good year in 2006 and we expect the 2007 annual



bonus season to be positive However, returns were
lower in 2006 and tt1s likely that, on a comparable
basis, net returns to policyholders will be closer to

9 per cent With profit funds tend to be mixed asset
funds with investments spread over a variety of asset
classes such as equities, property and bonds In 20086,
equrty markets performed well with most markets
yielding double digit returns and similarly property
enjoyed another strong year However, bond markets
have been falling as yields have been nising Although
bonds have been paying their regular coupons, this
has been accompanied by some caprtal depreciation

It has been a stronger year for funds which remain
open to new business, or for those with large
surpluses This has permitted a high degree of
investment freedom and they have tended to hold a
higher proportion of equimes However it has been a
less exciting year for funds which are relatively thinly
funded or closed and in run off and where bonds
predominate

One of the big tests of confidence 1s whether life
offices increase rates of annual rather than terminal
bonuses As annual bonus are reversionary, they
effectively form additional guarantees an policies and
reqguire sound finances for support To date, some have
increased their non reversionary bonuses and we
anticipate increases from other offices

Standard Life

Fallowmng the flotation of Standard Life in July, the
Company was allocated and still retains 442,860
ordinary shares Since flotation, the share price of
Standard Life’s ordinary shares has increased by
approximately 30 per cent, making it one of the best
performing stocks in the FTSE 100 Share Index The
Managers are closely momtoring the position and will
realise the Investment as and when deemed
appropriate

Chairman’s Statement

Standard Life was among the last of the major mutuals
to demutualise erther through dwect flotation or trade
sale Due tothe lengthy timetables required to effect
such an exercise, it 1s unltkely that the Company will
benefit further from demutuabsation although 1t does
retatn a small exposure to the two largest remaining
mutuals, Roval London and Co Operative Insurance

Outlook

Over recent years, the Company has pubhished
projected terminal maturity values on a quarterly basts
The median projected terminal asset value based on
31 December 2006 numbers 1s 157 4 pence per share
based on the previously indicated assumptions Using
the share pnice of 133 pence, ths equates 10 a yield to
maturity in excess of 9 per cent per annum As
bonuses are generally seen as having bottomed and
with profits funds are generating positive returns, we
believe that the Company 1s well placed to achieve this
level at matunty

John € H Brumwell
Chairman

5 March 2007
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Managers’ Review

Introduction

The Company Is an Investment trust quoted on the
London Stock Exchange and 1s required to comply
with the Companies Act, the UK Listing Rules and
applicable accounting standards In addition to the
formal annual and intenm accounts, the Company
publishes quarterly asset values and factsheets

The prnincipal obrective of the Company 1s to invest in
with profits life assurance policies with particular
emphasis on those Iife offices that could benefit from
life assurance industry restructuning Although the
objective Is for long term growth, the Managers believe
that outperformance In the short term 1s also important
for the control of the Company’s discount The
performance and the level of the discount are the two
primary key performance indicators for the Company
and the Board assesses these on a quartetly basis The
factsheets and the website carry further information on
these indicators

The Company’s investments are in traded endowment
policies which, although having set matunty dates, can
suffer from imited liqundity and may be seen as
carrying higher degree of nsk We helieve that these
risks are mitigated through the Company’s closed end
structure, portfolio diversification, in depth analysis,
the experience of the Managers and a ngorous internal
contral culture Further information on the internal
controls operated for the Company 1s detailed in the
Report of the Directors on page 11

The net asset value continued to make steady progress
in the year under revtew nsing 15 7 per cent gver the
year However, shareholders are understandably much
more interested in the performance of the share price
The share price increased by 18 1 per cent in the year
and the discount, having started the yearat 8 7 per
cent, fell to 6 7 per cent as at the end of 2006 To
assist the Board and Managers in thew aim that the
Company trades close to asset value, the Company
retains the powers to buy back for cancellation should
there be an opportumty to enhance shareholder value
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Although a number of the Company’s policies matured
in the earlier years, 2006 saw the beginning of the
main bulk of portfolio realtsations This will run on
untl mid 2008 The Company’s borrowings, which
were shghtly less than £11 million at the year end, are
expected to be ehminated in July 2007

With Profit Fund Performance

Overall, 2006 represented a good year for with profit
funds continuing on from the recovery started 1n 2004
Early indications show that typical with profit funds
earned around 10 per cent gross on their assets in
2006 with the better funds seeing overall returns in the
region of 11 12 per cent Much depended upon the
funds’ underlying asset mixes UK equaties averaged a
14 per cent total return and commercial property nearer
18 per cent with bonds losing ground durnng the year
asyleldsrose

The funds that are open to new businesses or with
large surpluses tended to have had higher equity
content and have generated higher overall returns
Those that are closed, 1in run off mode or funds that
have smaller surpluses have lgher bond content and
will have generated lower returns

Bonus Declarations

The returns earned on the underlying with profits
funds are distributed to policyholders through annual
and terminal bonuses Annual bonus rates tend to be
set by life otfices by reference to long term economic
benchmarks, inflation and mote particulatly long bond
yields Movements in annual bonus rates are not
necessanly significant to the overall payout of policies,
being relatively small, but they do provide an insight
into the health of a with profits fund Since annual
bonuses form part of the guarantees on policies, it 1s a
sign of a stronger fund when 1t commits to increases in
guarantees Generally, few offices have made such
commitments to date However, a few, namely Aviva
Group and Clencal Medical have announced increases



Conversely, terminal bonuses do make up a significant
part of a policy’s overall maturity payment and 1s
consequently much more important However, they are
not guaranteed and are variable We have seen
terminal bonus rates inch up, particularly for policies
with full terms less than the standard 25 years where
lower investment returns are required to maintam
bonus rates at existing levels For a few offices, such
as Sun Alliance, whose investment mix 1s now highly
constrained by thinner solvency margins and a stricter
regulatory environment, bond performance dominates
and there have been a few bonus rate cuts

Standard Life shares and Orphan Assets

As the Charrman has stated, Standard Life completed
its demutualisation with a stock market flotation in
July 2006 Under the terms of the float, the Company
received 442 860 shares which have to date been
retamned As a founder shareholder, the Company will
be entitled to loyalty bonus shares of 5 per cent on the
first anniversary of flotation It s probable that this will
be the last demutualisation from which the Company
will benefit

However, the investment strategy was not only to seek
to unlock value from mutuals converting to proprietary
offices, but also from other sources of value such as
distributions of orphan assets Orphan assets are
unclaimed hfe office with profits fund assets which are
not required to satisfy future habilities to policyholders

In 2006, the Aviva Group which was formed from the
merger of Narwich Urwon and CGU (which in itself
was a merger of General Accident and Commercial
Urwon) announced that orphan funds within the CGU
fund would be shared between shareholders and
policyholders This type apportionment was last seen
when AXA Sun Life carned out a similar exercise with
the Equity & Law fund At that time, the company was
accused of short changing policyholders because it
was difficult for them to collectively negotiate a better
deal To appearto correct this imbalance of

Managers’ Review

negotiating power, Aviva have taken the laudable step
of appointing a Policyholder Advocate to negotiate on
behalf of policyholders

The Company has some exposure to funds from which
a windfall gain wilt anse, but new taxation rules for
orphan assets are encouraging life offices to carry out
similar exerctses and there 1s the possibility of flushing
out a litile extra value from this source

Projected Maturity Values as at
31 December 2006

No Further
Rate of Return Bonuses 4% 8%
Final NAV per share 1M17 1536 1610

The estimated rate of return required to ensure
bonuses remain unchanged is 8 0 per cent per annum

‘No further bonuses’ assumes that the return consists
only of the amount guaranteed by life offices

The following are the main assumptions used

+ All policies are held to matunty, with no
pohcyholders dying

* Alf future premiums are pard

+ Interestrates of 6 per cent per annum on
borrowings and 4 per cent per annum on deposits

+ Administrative costs Increase at 2 b per cent per
annum,

* The Company continues as an investment trust and
maintatns its current tax position

* The Company winds up at 31 December 2008 and
Incurs no additional expenses

* No further windfall gains are received

* No further shares are 1ssued or bought back
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Investment PortfoliO as s 37 Decemper 2006

2006 2005
Number Cost Valuation % of Valuation
Company of Policies £000 £000 Net Assets £000
1 Standard Life 489 7,953 9,821 291 9,467
2 Century Life 8 2,067 6,570 185 5,940
3 Avwiva (Norwich Union} 240 4,230 5,848 173 5,562
4 Scottish Prowvident 180 3328 4,247 126 3,658
5 Prudential (Scottish Amicable) 156 2,128 4,039 120 3,829
6 Prudential 117 1,807 3,001 89 2,910
7 Legal & General 106 1,699 2577 76 3122
8 Scottish Life Assurance 96 1,730 2,292 68 2,046
9 Clencal Medical 39 797 1,125 33 1,872
10 Friends Provident 41 650 729 22 866
Ten largest exposures 1.452 26,389 40,249 1193
11 Pearl Assurance 31 459 530 18 604
12 Sun Life of Canada 19 356 467 14 486
13 AXA (Equity & Law) 17 297 403 12 479
14 AXA (Sun Life) 12 202 268 08 260
15 Royal London Mutual 10 178 256 08 268
16 Windsor Life (Gresham} 10 128 227 07 216
17 Rovyal & Sun Alliance {Royal} 11 154 217 06 217
18 Co operative Insurance 10 130 199 06 262
18 Scothish Widows 5 80 106 03 113
20 MGM 3 65 101 03 109
Twenty largest exposures 1,580 28,438 43,083 1278
Other exposures 16 206 297 09
Total exposures 1,596 28,644 43,380 1287
Standard Life ordinary shares 442 860 0 1.316 39
Total iInvestmeants 44,6956 1326
Net current habilrties (10,984) (32 6)
33,711 100.0

Maturity Profile
{(number of policies)
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John Brumwell {Chairman) (aged 72)

John Brumwell retired 1n 1995 as
a fund manager and company
secretary of Prudential Portfolio
Managers Limited He s a Fellow
of the Institute of Actuanes and 1s
currenitly a consultant with FTSE
International Limrted and serves on the Statistics
Committee of the Association of Investment
Companies He was appointed 1n 1996 and i1s due for
re election this year

John Motion (aged 71)

John Motion worked for over

25 years as a stockbroker and
retired from Mernll Lynch in 1985
He specialised 1n the investment
trust sector, joining Kitcat &
Aitken In 1969 and was jont head
of iInvestment trusts there for 15 years In 1986 he
became director of investment trusts at Kitcat & Aitken
Limited He was a member of the London Stock
Exchange for over 20 years He 1s also a director of
SVM Cautious Managed Fund He was appointed in
1996 and 1s due forre election this year

Board of Directors

Raymond Paul (Senior non executive Director)
(aged 65)

Raymond Paul ts a Fellow of the
Faculty of Actuanes He has spent
over 40 years in the Iife assurance
industry and was formerly
Appointed Actuary at the Life
Association of Scotland Limited He 1s an independent
consulting actuary and i1s the author of a paper on the
subject of merging and reconstructing Iife funds He
was appomnted in 1996 and 1s due for re election this

year

John Wilson (aged 64)

John Wilson joined James Capel
in 1960 and retired iIn 1995 He
was a partner of James Capel &
Co for eight years until James
Capel became part of the HSBC
Group in 1986 He worked ina
vanety of roles at James Capel and was a trustee of
James Capel’s in house pension schemes He wasa
member of the London Stock Exchange for over

25 years Hesalso a director of SVM Cautious
Managed Fund He was appomted in 1996 and 1s due
for re election this year
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Report of the Directors

The Directors submit their Report and Accounts for the
year to 31 December 2006

Principal activity and status

The Company 1s an Investment Company as
defined 1n Section 266 of the Companies Act 1985
The Company i1s not a close company for taxation
purposas The Company has been approved by the
Inland Revenue as an investment trust under
Section 842 of The Income and Corporation Taxes
Act 1988 for the year to 31 December 2005 Inthe
opimion of the Directors, the Company has
subsequently conducted its affairs so as to enable it
to continue to obtain such approval and the
Company will continue to seek approval each year

Business review
The reviews of the business during the year are set out
onpages2to b

Results

The total return for the year of £4,572,000 (2005 -
£1,413,000) has been transferred to reserves No
dividend has been declared

Directors
The Duectors who held office during the year and their
beneficial interests in the Ordinary Shares of the
Company were

31 December 31 December

2006 2005

Shares Shares

J C H Brumwell 25,000 25,000
J S HH Motion 20,000 20,000
R M Pau! 30,000 30,000
J B Wilson 12,500 12,500

There have been no changes in the Directors’ interests
between 31 December 2006 and 5 March 2007

No Drrector has a service contract with the Company

Mr R M Paul and Mr J B Wilson retire by rotation and,
being eligible, offer themselves forre election at the
Annual General Meeting

Mr J C H Brumwell and Mr J S H H Mation, having
attained the age of 70, retire and offer themselves for
re election at the Annual General Meeting

The Beard considers that, not withstanding having
served on the Board for more than nine years, all
Directors are independent The Board 1s of the view
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that length of service does not necessanly compromise
the independence of directors of an investment trust,
where continuity and expenience can add significantly
to the strength of the Board The Board recommends
all the Directors’ re elections to shareholders

Disclosure of information to auditors
Each Director of the Company confirms that

e so far as each Director 1s aware, there 1s no
information needed by the Auditors in connection
with preparing their report of which the Audstors
are unaware, and

e the Dwector has taken all the steps that he ought
to have taken to make himself aware of any such
information and to establish that the Auditors are
aware of that information

Substantial shareholdings

As at 5 March 2007, the following interests in excess
of 3% of the 1ssued Ordinary Shares of the Company
had been reported

Percentage

Number of of lssued

Name Shares Shares
CG Asset Management Limited 3,673,500 15 6%
SVM Cautious Managed Fund 2,135,000 91%
Deutsche Bank AG 950,000 4 0%
lirma | nvestment Trust 815,000 35%

Management

SVM Asset Management Limited provides investment
management and secretanal services to the Company
These services can be terminated by either party, without
compensation, at any time by giving one year’s notice or
an immedate payment of a year's fee in lieu of notice
SVM Asset Management Limited receives a fee for these
services, payable quarterly 1n arrears, equivalent to

0 75% per annum of the total assets of the Company

less current liabilittes plus the bank loan

The Management and Nomination Committee assesses
the Managers’ performance on an ongoing basis and
each year meets to conduct a formal evaluation of the
Managers It assesses the resources made available by
the Managers, the results and investment performance
in relation to objectives and atso the additional services
provided by the Managers to the Company

The Management and Nomination Committee has
reviewed the appropriateness of the Manager's




contract In carrying out its review, the Committee
considered the past investment performance and the
Manager’'s capability and resources to detiver optimal
tuture performance It also considered the length of the
notice peniod of the iInvestment management contract
and the fees payable, together with the standard of
other services provided which include secretanal,
accounting and marketing

Following this review, it is the Directors’ opinion that
the continuing appointment of the Managers on the
terms agreed is In the best interests of the shareholders
as a whole

Creditors Payment Policy

The Company’s policy ts to agree and make supplers
aware of payment terms prior to the transacting of
business The Company has and will continue to
operate this policy The Company did not have any
trade creditors at the year end

Financial Instruments

The Company’s financial instruments comprise the
investment portfalio, cash at bank and on depastit,
bank loans, overdrafts, and debtors and creditors that
anse directly from operations The main risks that the
Company faces from its financial instruments are
disclosed in Note 11 to the financial statements

Auditors

Ernst & Young LLP have expressed their willingness to
continue 1n office as the Company’s auditors and a
resolution proposing their reappointment will be put to
the forthcoming Annual General Meesting

Directors” Authority to Issue Shares

The Directors are currently authornised to allot ordinary
shares up to an aggregate amount of £1,087,500, such
authority expiring on 31 December 2008 The
Directors would only 1ssue new shares pursuant to
these authorities If they believe it 1s advantageous to
the Company’s shareholders to do so and in no
circumstances would result in a dilution of net asset
value per share

Directors’ Authority to Buy Back Shares

The current authonty of the Company to make market
purchases of up to 15% of the 1ssued ordinary shares
expires at the end of the Annual General Meeting and

Report of the Directors

Special Resclution 9 as set out in the Notice of the
Annual General Meeting, seeks renewal of such
authority until 17 July 2008 or the Annual General
Meeting in 2008 (whichever is earlier) The price paid
for shares will not be less than 75 pence per share nor
more than 5% above the average of the market values
of these shares for the five business days before the
shares are purchased This power will only be
exercised if, in the opimon of the Directors, a
repurchase would be in the best interests of the
shareholders as a whole Any shares purchased under
this authority will be cancelled

Statement of Directors” Responsibilities

The Directors are required by law to prepare financial
statements each year which give a true and fair view
of the state of affairs of the Company at the end of
the financial year and of the revenue of the Company
for that year These statements must be prepared in
compliance with the required formats and
disclosures of the Companies Act 1985 and with
applicable accounting standards In preparnng these
statements, the Directors are required to (a) select
surtable accounting polictes and then apply them
consistently, (b) make judgements and estimates
that are reasonable and prudent, and {c} state
whether applicable accounting standards have been
followed

The Directors are also responsible for the maintenance
of 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 safeguarding the
assets of the Company and for taking reasonable steps
for the prevention and detection of fraud and other
irregularities

Gotng Concern

The Board, having made appropriate enquiries, has a
reasonable expectation that the Company has
adequate resources to continue in operational
existence for the foreseeable future For thisreason,
they confinue to adopt the going concern basis of
prepanng the financial statements An Extraordinary
General Meeting will be convened in the year 2008 In
order to give shareholders the opportunity to consider
whether to approve a resolution to put the Company
into voluntary liquidation
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Report of the Directors

Corporate Governance

The Board of Directors has in place throughout the
year the procedures necessary to ensure compliance
with the Financial Reporting Council Combined Code
of Best Practice ("the Combined Code™) except as
noted below In addition, the Company, as a member
of the Association of Investment Companies (“AIC™)
has complied throughout the year with the provisions
of the AIC Code of Corporate Governance Therefore,
those 1ssues on which the Company does not report in
detail are excluded because the Board deems them to
be wrelevant to the Company as explained in the AIC
Code

The Directors confirm that the Company has complied
with the requirement to be headed by an effective
Board to lead and control the Company The Company
I8 an Iinvestment trust and not a trading company and,
as such, there 1s no requirement for a Chief Executive
Officer (Code A 21} MrR M Paul has acted as the
Senior non executrve Director throughout the year
As detailed on page 7, the Board comprises the four
independent non executive Directors Although
Messrs J S H H Motion and J B Wilson are non
executive Directors of SVM Cautious Managed Fund
Limited, we believe them to be independent of the
Managers and free from all business or other
relationships that could interfere with the exercise of
therr ndependent judgement Whilst the Directors are
not appointed for specific terms, as required by the
Combined Code (Code A 7 2), all the Directors must
submit themselves for re election by the shareholders
every three years and are not entitled to compensation
if they are notre elected to office

Since all Directors are non executive, the Company 1s
not required to comply with the princeples of the
Combined Code in respect of executive Directors’
remuneration Dwrectors may seek independent advice
at the expense of the Company

The Directors conduct an annual assessment of their
collective and individual performances on a range of
Issues tn order to ensure that they are acting 1n the best
interest of the Company and its shareholders Each
Director continues to be effective and commutted to
the Company

Durnng the year, there were five Board and four
Committee meetings {two Aucht and two Management
& Nomination) All Directors attended all the meetings
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The Managers maintain regular contact with the
Company’s shareholders, particularly institutional
shareholders, and report regularly to the Board on
shareholder relations In addition, the Board uses the
Annual General Meeating as a forum for shareholders to
meet and discuss 1ssues with the Board and the
Managers

The Board has defined the scope of the Managers’
Responsibilities, including the principal operating
issues such as hedging, geanng and share buy backs
Detalls of the hmits set on the key areas of risk are set
out i the Financial Instruments disclosures in Note 11
to the Financial Statements

The Managers have adopted the statement of
principles set out by the Institutional Shareholders’
Committee on The Responsibilities of Institutional
Shareholders and Agents

The Board recognises that corporate, social,
environmental and ethical responsibifity enables good
sustainable business growth and can have positive
imphcations for shareholder value The Board believes
that encouraging companies to recognise these
responsibiities 1s best achieved with a dialogue and
actively aiming to encourage best practice

The Company usually exercises its voting powers for
general meetings of investee companies The Company
does not operate a fixed pohicy when voting but treats
each case on merit The Company does not have an
environmental policy given the investment remit it
aperates

Committees

The Board has adopted a schedule of matters spectfically
reserved to itself for decision and, in relation to certain
matters, two committees have been established Both
committees are chaired by the Chairman of the

Company The terms of reference of both commuttees are
avatlable from the Managers upon request

Management and Nommation Committee

The Management and Nomination Committee, which
comprises all of the Directors and for which a quorum
ts any two of the Directors, meets at least once a year
Its remnt includes such matters as reviewing all
contracts for services delivered to the Company (e g
by the Auditors and the Managers), reviewing and
recommending new appointments to the Board and
fixing the remuneration of the Directors




Audit Committee

The Audit Committee, which comprises all of the
Directors and for which a quarum 1s any two of the
Directars, meets at least twice a year [ts remit includes
the review of the Company’s financial position, internal
controls, scope and resuits of the audit and its cost
effectiveness and the independence and objectivity of
Auditors The Committee must also satisty 1tself that
the Company’s published financial statements
represent a true and fair view of the position The
Company's Auditors are invried to attend the meeting
reviewing the year end audit and report on the
position The Auditors do not provide any other non
audrt services with the exception of tax comphance
services for which they are paid £1,000 The
Committee has concluded that the Auditors are
independent

The Committee considers annually the need for an
internal audit function It believes such a functionis
unnecessary as the Company has no employees and
subcontracts its business to third parties the principal
one of which 1s SVM Asset Managernent Limited

Internal Control and Financial Reporting

The Board, in conjunction with the Managers, has in
place a process for iIdentifying, evaluating and
managing the significant nsks faced by the Company
This process, which accords with the Turnbull
guidance, has been in place for the whole year and up
to the date of the approval of the financial statements
The Board s responsible for establishing and
maintaining the Company’s system of internal control
and reviewing 1ts effectiveness Internal control
systems are designed to meet the particular needs of
the company concerned and the nisks to which itis
exposed, and, by their nature, can provide reasonable
but not absolute assurance against materal
misstatement or loss

The principal elements of the Company’s system of
internal controls and the process applied by the Board
in reviewing is effectiveness are

¢  Clearly documented contractual arrangements
with service providers

s Annual review by the Board of FRAG 21 reports
of service providers

e  Consideration by the Board of the latest Review
of Internal Controls every six months

Report of the Directors

s  Cuarterly Board meetings to review performance,
investment pohcy, strategy and shareholder
relations

¢  Regular updating by the Managers on key risks
and control developments

The Board meets every quarter to review the overall
business of the Company and to consider the matters
specifically reserved for it to decide upon Atthese
meetings, the Directors review investment performance
of the Company in relation to comparable investment
trusts The Directors also review the Company’s
activities over the preceding quarter to ensure it adheres
to 1ts investment policy or, if It I1s considered
appropriate, to authonse any change to that policy The
Board is satisfied that it 1s supphed in a timely manner
with information to enable it to discharge its duties

The Board has engaged external fums to undertake the
investment management, secretanal and custodial
activities of the Company There are clearly
documented contractual arangements between the
Company and these organisations which define the
areas where the Board has delegated authonty to
them The Board receives reports on at least an annual
basis detailing the internal control objectives and
procedures adopted by each organisation Each report
has been reviewed by the respective organisation’s
auditors The Board's examination of these reports
allows 1t to assess the effectiveness of the internal
systems of financial control which affect the Company

In relation to the action raised against HM Revenue
and Customs regarding the charging of VAT on
management fees, the Board has confirmed to the
Managers that the Company will not seek to recover
any irecoverable VAT from them

Compliance Statement

Except as noted above, the Company has complied
with the applicable provisions of the Combined Cade
during the year and up to the date of the approval of
the financial statements

By Order of the Board,

SVM Asset Management Limit
Secretaries

Edinburgh

5 March 2007 w "N}
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Directors’ Remuneration Report

The Board has prepared this report In accordance with
the requirements of Schedule 7A to the Companies
Act 1985 An ordmary resolution for the approval of
this report will be put to the members at the
forthcoming Annual Genera! Meeting

The law requires the Company’s auditors to audit
certain of the disclosures provided Where disclosures
have been audited, they are indicated as such The
audrtors’ opinion is included in their report on

pages 14and 15

Remuneration Committee

The Company has four non executive Directors, as
detaled on page 7, all of whom are regarded as
independent The Management and Nomination
Committee, comprnising all of the Directors, fulfils the
function of a Remuneration Commuttee in addition to
its nominations functions The Board have appotnted
SVM Asset Management Limited as the Company
Secretanes to provide advice when the Management
and Nommation Committee considers the level of
Directors’ fees The Management and Nomination
Commuttee carries out a review of the level of
Directors’ fees on an annual basis In addition SVM
Asset Management Limited provides investment
management and administration services to the
Company

Policy on Directors” fees

The Board’s pohicy 1s that the remuneration of non
executive Directors should reflect the experience of the
Board as a whole, be fair and comparable to that of
other investment trusts that are similar in size, have a
similar capital structure, and have similar investment
objectives 1t1s the intention that this policy will
continue in the future The fees paid to the Directors
were increased in 2006
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The fees for the Directors are determined within the
limits set out in the Company’s Articles of Association
and shareholder approval in a general meeting would
be required to change these limits. Non executive
Directors are not ehgible for bonuses, pension benefits,
share options, long term incentive schemes or other
benefits

Directors’ service contracts

It is the Board's policy that none of the Directors has a
service contract All Directors were onginally
appointed at the Company’s inception and their
availability for re election 1s detatled on page 7 The
terms of their appointment provide that a Director shall
retire and be subject to re etection at the first Annual
General Meeting after their appointment Directors are
thereafter obliged to retire by rotation, and, if they
wish, to offer themselves for re election, at least every
three years thereafter In addition, 1n compliance with
Article 97 of the Articles of Association of the
Company and Section 293 of the Companies Act
1985, on reaching the age of 70, all such Directors will
submit themselves for annual re election There 1s no
notice period and no provision for compensation on
early termination of appointment

The Board's pohicy of tenure Is to review actively
whether Directors with service of nine years or more
should be re nominated, whilst ensuring that the
process of refreshing the Board does not
compromise a balance of expenence, age, length of
service and skills The Management and
Nominations Committee recommends to the Board
candidates for nomination as Directors The
Committee seeks candidates with the aim of
ensuring that the Board compnises a broad spread of
experience and knowledge and, where appropriate,
actively searches for candidates




Directors’ emoluments for the year (audited)
The Directors who served in the year received the

following emoluments tn the form of fees

Fees Fees

2006 2005

£ £

J C H Brumwell (Chairman) 14,250 13,500
J S HH Motion 9,500 9,000
R M Paul 9,500 2,000
J B Wilson 9,500 9,000
42,750 40,500

Company performance

The graph opposite compares the total return

{assuming any dividends are reinvested) to Ordinary
Shareholders for the last five financial years to the total
shareholder return on a notional Investment made up
of shares of the same kinds and number as those by

reference to which the FTSE All Share Index s

calculated The Index has been chosen as it represents

a comparable broad equity market index

Directors’ Remuneration Report

y Ordero

Z?:oard

=D

SVM Asset Management Limited

Secretanes
Edinburgh

5 March 2007
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lndependent Auditors’ Report to the Mermbers of Life Offices Opportunties Fund plc

We have audited the financial statements of Life
Offices Opportunities Trust plc for the year ended

31 December 2006 which comprise the Income
Statement, Balance Sheet, Cash Flow Statement,
Reconciliation of Movement in Shareholders Funds,
Accounting Policies and the related notes 1to 13
These financial statements have been prepared under
the accounting policies set out therein We have also
audited the information 1n the Directors’ Remuneration
Report that 1s descrnibed as having been audited

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

Respective responsibiities of Directors and
Auditors

The Directors are responsible for preparing the Annual
Report, the Directors” Remuneration Report and the
financial statemnents 1n accordance with applicable
United Kingdom law and Accounting Standards
(United Kingdom Generally Accepted Accounting
Practice) as set out in the Statement of Directors’
Responsibilities

Our responsibility 15 to audit the financial statements
and the part of the Directors’ Remuneration Report to
be audited in accordance with relevant fegal and
regulatory requirements and International Standards
on Auditing (UK and lreland)
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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 properly prepared in accordance with the
Companies Act 1985 and whether the information
given In the Report of the Directors 1s consistent with
the financial statements

We also report to you if, 1n our opirion, the Company
has not kept proper accounting records, if we have not
recetved all the informatton and explanations we
require for our audit, or if information specified by law
or the Listing Rules regarding Directors’ remuneration
and other transactions Is not disclosed

We review whether the Corporate Governance
Statement reflects the Company’s comphance with the
nine provisions of the 2003 FRC Combined Code
specified for our review by the Listing Rules of the
Financial Services Authority, and we report if it does
not We are not required to consider whether the
Board’s statements on internal control cover all nsks
and controls, or form an opinion on the effectiveness
of the Company’s corporate governance procedures or
is risk and control procedures

We read other information contained in the Annual
Report and consider whether it 1s consistent with the
audited financial statements Thts other information
comprises the Highlights, Charman’s Statement,
Managers’ Review, Investment Portfolio, Shareholder
Information, Board of Directors, Report of the
Directors, unaudited part of Directors’ Remuneration
Report and Notice of Annual General Meettng We
consider the implications for our report if we become
aware of any apparent misstatements or matertal
mconsistencies with the financial statements Our
responsibilities do not extend to any other information




Independent Auditors’ Report o the Members of Life Offices Opportunmes Fund pic

Basis of audrt opinion Opinion

We conducted our audit in accordance with In ocur optnton
international Standards on Auditing (UK and lreland)
1ssued by the Auditing Practices Board An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financtal
statements and the part of the Directors’ Remuneration
Report to be audited It also includes an assessment of

e the financial statements give a true and fair view,
in accordance with United Kingdom General
Acceptance Accounting Practice, of the state of
the Company’s affairs as at 31 December 2006
and of its net return for the year then ended,

the significant estimates and Judgements made by the s thefinancial statements and the part of the
Directors in the preparation of the financial statements, Dwectors’ Remuneration Report to be audrted
and of whether the accounting policies are appropriate have been properly prepared in accordance with
to the Company’s circumstances, consistently applied the Companies Act 1985, and

and adequately disclosed
¢ theinformation given in the Report of the

We planned and performed our audit sa as to obtain all Directors 1s consistent with the financial
the information and explanations which we considered statements

necessary tn order to provide us with sufficient o
evidence to give reasonable assurance that the Ernst & Young LLP M / Lo P
financial statements and the part of the Directors’ Registered Auditor

Remuneration Report to be audited are free from Edinburgh

material misstatement, whether caused by fraud or

other irregulanty 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

5 March 2007
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Income Statement ror the year to 31 December 2006

Revenue Capital Total
Notes £000 £000 £000
Gain on sale of iInvestments 4 - 1,616 1,616
Movement in unrealised appreciation on investments 4 - 4,348 4,348
Gams on Investments - 5,964 5,964
Income 7 2 - 2
Investment management fees - {371) (371)
Qther expenses 2 {111) {189) {300)
Return before interest and taxation (109) 5,404 5,295
Ftnance costs — Bank overdraft interest - (723) (723)
Return on ordinary activities before tax {109} 4,681 4,672
Taxation 3 - - -
Transfer from reserves {109} 4,681 4,572
Return per Ordinary Share 10 (0 47p) 19.88p 1941p

The Total column of this statement 1s the profit and loss account of the Company All revenue and capital items are derived

from continuing operations No operations wers acquired or discontinued in the year A statement of Total Recognised

Garns and Losses 15 not tequired as ail gains and losses of the Company have been reflectad in the above statement

The Accounting Policies and the Notes on pages 21 to 26 form part of these Financial Statements
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Income Statement ror the year to 37 December 2005

Revenue Capital Total
Notes £000 £000 £000
Gain on sale of investments 4 - 619 619
Movement in unreahsed appreciation on Investments 4 - 2,229 2,229
Gains on investments - 2,848 2,848
Income T 10 - 10
Investment management fees - (342) (342}
Other expenses 2 {(129) (214) (343)
Return before interest and taxation (119} 2,292 2,173
Finance costs — Bank overdraft interest - {760) (760)
Return on ordinary activities before tax (119} 1,632 1,413
Taxation 3 - - -
Transfer from resarves {119) 1,632 1,413
Return per Ordinary Share 7o (051p) 651p & 00p

The Total column of this statement 1s the profit and loss account of the Company All revenue and caprtal items are derived

from continuing operations No operations were acguired or disconttnued In the year A statement of Total Recognised

Gains and Losses 15 not required as alf gains and losses of the Company have been reflected in the above statement

The Accounting Policies and the Notes on pages 21 to 25 form part of these Financial Statements
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Balance Sheet as ar 37 December 2006

2006 2005
Notes £000 £000
Fixed Assets
Investments at fair value through profit or loss 4 44,695 42,675
Current Assets
Bank 16 -
Debtors 5 165 198
181 198
Creditors amounts fathng due within one year 6 (11,165} (13,734)
Net current habilities (10,984) (13,536)
Total assets less current habilities 33,11 29,139
Capital and Reserves
Share caprtal 8 17.662 17,662
Special reserve 5,859 5,859
Capital redemption reserve 638 638
Capital reserve — realised {5.572) (5,905)
Capital reserve —~ untealised 16,051 11,703
Revenue reserve (927) (818)
Total shareholders” funds 33.M 29,139
Net asset value per ordinary share 70 143 15p 123 73p

Approved by the Board of Directors and authonsed for issue on 5 March 2007

and signed on its behalf by John Brumwell, Chairman

vt

The Accounting Policies and the Notes on pages 21 to 25 form part of these Financial Statements
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Cash Flow Statement ror the ysar to 31 December 2006

2006 2005
Notes £000 £000
Reconcihation of revenue befere interest and taxation
to net operating cash filows
Return before mterest and taxation 5,295 2173
Gains on investments {5.964) (2,848)
Movement in creditors {35) 24
Net cash outflow from operating activities {704) (651)
Taxation
Taxation recetved 1 -
Returns on investment and servicing of finance
Interest paid {723) {760)
Capital expenditure and financial investment
Purchases of fixed asset investments (1.177} {739)
Sales of fixed asset investments 5,153 2,042
3.976 1,303
Increase/{decrease) in cash 2,550 (108)
Reconcihiation of Net Cash Flow to Movement in Net Debt g
Increase/ (decrease) in cash 2,550 {108)
Net debt as a1 January (13,389) (13.281)
Net debt as at 31 Decamber (10,839) (13,389)

The Accounting Pohicies and the Notes on pages 21 1o 25 form part of these Financtal Statements
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Reconcihation of Movements in Shareholders Funds ssar 37 becember 2006

For the year to 31 December 2006

Capital Capital Capntal
Share Special redemption reserve reserve  Revenue
capital reserve reserve realhsed unrealised reserve
£000 £000 £000 £000 £000 £000
As at 1 January 2006 17,662 5,859 638 {5,905} 11,703 818
Realised gain on sale of investments - - - 1,616 - -
Expenses charged to capital - - - {1.283) - -
Movement 1n unreahsed appreciation
on investments - - - - 4,348 -
Return on ordinary actwities after taxation - - - - - {109)
As at 31 December 2006 17.662 5,859 638 (5,672) 16,051 (927)
For the year to 31 December 2005
Capital Capital Capital
Share Special redemption resesve reserve Revenue
capnal reserve reserve reahsed  unrealised reserve
£000 £000 £000 £000 £000 £000
As at 1 January 2005 17,662 5,859 638 (5,208) 9,474 (699)
Reahsed gain on sale of investments - - - 619 - -
Expenses charged to capital - - - (1,3186) - -
Movement In unrealised appreciation
on Investments - - - - 2,229 -
Return on ordinary activities after taxation - - - - - (119)
As at 31 December 2005 17,662 5,859 638 {5,905) 11,703 (818)

The Accounting Policies and the Notes on pages 21 to 25 form part of these Financial Statements
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Basis of Preparation

The financial statements are prepared In accordance
with UK Generally Accepted Accounting Practice
{("GAAP") and with the 2005 Statement of
Recommended Practice 'Financial Statements of
lnvestment Trust Companies™ (“SORP™)

Income

Income 1s included 1n the Income Statement on an
ex dwdend basis Deposit interest i1s included on an
accruals basis

Expenses and Interest
Expenses and interest payable are dealt with on an
accruals basis

Investment Management, Policy Advisory Fees
and Finance Costs

The investment management, policy advisory fees
{fees pard to the Policy Advisor for the administration
and valuation of the endowment policies), and finance
costs have been allocated 100 per cent to capital The
allocation 1s 1n ine with the Board's expected long
term return from the investment portfolic The terms of
the investment management agreement are detailed in
the Report of the Directors on page 8

Fixed Assets - Investments
The Company’s investments have been categornised as
Fair value through profit or loss™

Purchases and sales of fixed asset investments are
accounted for on a trade date basis and are measured
inittally at fair value After initral measurement,
Investments are subsequently valued at fair value Fair
value is the amount at which an asset can be realised
n an arm’s length transaction

Listed fixed asset investments are valued at bid prices

Endowment policies have been valued using a method
which projects an estimated maturity value for each

Accounting Policies

policy by reference to bonus rates of endowment
policies prevailing at the balance sheet date Using
standard actuanal formuiae, an appropnate internal
rate of return 1s then apphed to the projected maturrty
value and future premium habilities to give the present
value of the poficies No allowances for mortality have
been made Premiums are accounted for on a paid
basis and are treated as an increase to the cost of
Investments

Taxation

Detferred taxation 1s recogmised 1n respect of all ttming
differences that have originated but not reversed at
the balance sheet date where transactions or events
that result in an obhgation to pay more or anght to
pay less tax in the future have occurred at the balance
sheet date measured on an undiscounted basis and
based on enacted tax rates This Is subject to deferred
tax assets only being recogrised if #t 1s considered
more hkely than not that there will be suitable profits
froam which the future reversal of the underlying
timing differences can be deducted Timing
differences are differences arising between the
Company’s taxable profits and its results as stated in
the accounts which are capable of reversal in one or
more subsequent penods

Capital Reserve — Realised

Gains and losses on realisations of fixed asset
investments are dealt with in this reserve Transaction
costs on purchases and sales of fixed asset
investments are also dealt with in this reserve The
investment management fees, policy advisory fees and
finance costs, together with any tax relief, are also
taken to this reserve

Caprtal Reserve — Unrealised
Increases and decreases in the valuation of fixed asset
investments are dealt with in this reserve
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Notes to the Financial Statements

2006 2005
£000 £000
1 iIncome
UK investment income 1 8
Interest on short term deposits 1 2
2 10
2 Other Expenses
Revenue
General expenses 48 69
Directors’ fees 43 41
Auditors’ remuneration — audit services 18 18
Auditors’ remuneration — non audit services 1 1
1M1 129
Capital
Policy advisory fees 189 214
300 343
3 Taxation
Current taxation - _
Deferred taxation - -
Total taxation charge for the year - -
The tax assessed for the year i1s different from the standard rate of corparation tax in the UK
The differences are noted below
Revenue on ordinary activities before taxation 4,572 1,413
UK corporation tax {(30%) 1,372 424
Non taxable capital returns {1,789) (854}
Current year excess expensas a7 430

Current taxation charge for the year

At 31 December 2006, the Company had unutilised management expenses of £11,232,000 (2005 - £9,838,000) No
deferred tax asset has been recogmised on the unutihsed management expenses as it 1s unlikely that there will be surtable

taxable profits from which the future reversal of the deferred tax asset could be deducted
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Notes to the Financial Statements

2006 2005
£000 £000
4, Fued Assets — Investments at fawr value through profit or loss
Endowment policies 43,380 42676
Ltsted investment 1.315 -
44,695 42,675
Valuation as at 1 January 42,675 41,183
Unrealised appreciation as at 1 January (11,703) (9,474)
Cost as at 1 January 30,972 31,719
Additions at cost (premiums) 1,177 739
Sale proceeds (5.121) (2,105}
Net gain on sale of investments 1,616 619
Cost as at 31 December 28,644 30,972
Unrealised appreciation as at 31 December 16,051 11,703
Valuation as at 31 December 44,695 42,675
Net gain on sale of invastments 1,616 619
Movement in unrealised appreciation 4,348 2,229
Total gains on investments 5,964 2,848
There were no transaction costs incurred erther during this year or in the previous year
5. Debtors
Amounts due from life offices 143 159
Taxation recoverable within one year - 1
Other debtors 22 28
165 198
6 Creditors amounts fatling due within one year
Bank overdraft 10,855 3,389
Bank loan - 10,000
Investment management fees 97 87
Other creditors 213 258
11.165 13,734

The bank loan, which matured on 31 December 2006, was secured in the form of a floating charge over all the assets of
the Company and incurred an interest rate of 5 82% per annum The bank overdraft 1s simtlarly secured and incurs interest
at a vanable rate of 1% above base rate
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Notes to the Financial Statements

2006
£000
7 Commitments
Future premiums payable in respect of endowment policies held are as foilows
Due within one year 538
Number of
ordinary
75p shares £000
8 Share Capital
Authonsed
As at 1 January and 31 December 2006 25,000,000 18,750
Allotted, issued and fully paid
As at 1 January and 31 December 2006 23,550,000 17,662
As at As at
1 January Cash 31 December
2006 Flows 2006
£000 £000 £000
9 Analysis of Changes in Net Debt
Bank overdraft (3,389) (7.466) (10.855)
Bank loan {10,000) 10,000 -
Bank account - 16 16
(13.389) 2,550 {10.839)

10. Returns per share

Return per share 1s based on a weighted average of 23,550,000 (2005 23,560,000) ordinary shares In 1ssue dunng the
year

Capital return per share 1s based on net capital gain during the year of £4,681,000 (2005 —1,532,000) Revenue return per
share 1s based on the revenue loss after taxation for the year of £108,000 {2005-£119,000)

The net asset values per share are based on the net assets of the Company 2006 — £33,711,000 {2005 — £29,139,000)
divided by the number of shares in 1ssue as shown in Note 8
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Notes to the Financial Statements

11 Financial Instruments

Financal Instruments

The Company’s investment policy is ta hold fixed asset investments in the form of with profit life assurance policies

{note 4) and cash balances with gearing being provided by a bank loan and a bank overdraft All financial instruments are
denominated in Sterling Geanng 1s utihsed in order to enhance asset value The Company does not invest in fixed rate
securities other than where the Company has substantia! cash resources In this situation, the Company has typically held
short dated UK Government Secunties There were no fixed rate securities held at 31 December 2006 {2005 —ml) Fixed
asset investments are valued as detalled in the Company’s accounting policies All cash balances are held on a vanable rate
call account generally yielding a higher rate of interest than that available for fixed interest secunities The benchmark rate
which deternunes the interest recerved on cash balances and paid on overdrafts 1s the bank base rate which was 5 00% as
at 31 December 2006 (2005 —4 50%) Short term geaning 1s undertaken through a vaniable rate bank overdraft (note 6)
and long term geaning through a fixed interest bank loan There are no undrawn committed borrowing facilities The terms
of the loan and the bank overdraft are detailed in note 6 Short term debtors and creditors are excluded from this disclosure
The fair value 1s not matenally different from the carrying value of all financial assets and habifities

Risk Management

The major nsks inherent within the Company are market nisk, iguidity nsk and interest rate nsk The Company has an
established environment for the management of these risks which are continually monitored by the Managers Appropriate
guidehines for the management of the investments, geanng and financial instruments have been established by the Board of
Directors Specifically, gearing i1s forecast to be not more than 50% of total assets with the fixed rate element accounting for
the majority of the total geanng The Company does not use currency hedging or dervatives within its portfolio

Market risk exists where bonuses change matenally during the life of the fixed asset investments and the terminal value 1s
less than onginally anticipated Tins nisk has been mitigated by owning a diversified portfolio of policies that mature at
different times Liquidity risk exists where the Company 1s a forced seller of the fixed asset investments at times where there
may not be sufficient demand for these assets However, the Company maintains an overdraft facility to ensure that the
Company 1s not a forced seller of its investments Interest rate nsk exists where the returns generated from the investments
are less than the cost of borrowing With a relative short tire until matunty, this nsk has been mitigated In addition, the
Company will have eliminated its gearing towards the middle of 2007

12 Related Party Transactions

Matenal refated party transactions have been disclosed in the Management section in the Report of the Directors Dunng
the year, the Company patd investment management fees of £371,000 (2005 — £342,000) to SVM Management Limited
As at 31 December 2006, the Company owed SVYM £37,000 (2005 - £87,000) for outstanding fees

13 Post Balance Sheet Events
There have been no significant past balance sheet events
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Notice of Annual General Meeting

Notice 1s hereby given that an Annual General Meeting
of Life Offices Opportunities Trust plc will be held at
The Roxburghe Hotel, Edinburgh on Tuesday 17 Apnil
2007 at 12 noon for the following purposes

Ordinary Resolutions

1

To recetve the financial statements for the yearto
31 December 2006 together with the Directors’
and Auditors’ Reports thereon

Tore appoint MrJ C H Brumwell, who has
reached the age of 70, as a Director

Tore appoint MrJ S H H Motion, who has
reached the age of 70, as a Director

Tore appoint Mr R M Paul, who retires by
rotation, as a Director

Tore appomnt Mr.J B Wilson, wha retires by
rotation, as a Director

Tore appoint Ernst & Young LLP as auditors and
to authonse the Directors to fix their remuneration

Ta approve the Drectors” Remuneration Report

Special Resolutions

8

26

To empower the Directors pursuant to section 95
of the Act, to aliot equity securrties for cash,
pursuant to the authonty conferred by the previous
Resolution as if sectton 89(1) of the Act did not
apply to any such allotment, provided that this
power shall be hmited

{a) tothe allotment of equity securitiesin
cannection with a rights i1ssue in favour of
ordinary shareholders where the equity
securities attributable to the interests of all
shareholders are proportionate (as nearly as
practicable) to therr respective holdings of
ordinary shares (but subject to such
exclusions or other arrangements as the
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Directors may consider necessary or expedient
to deal with legal problems under or resulting
from the application or apparent application of
the laws of any terntory or the requirements of
any regulatory body or any stock exchange in
any terniory or \n connection with fractional
entitlements or otherwtse howsoever), and

{b) otherthan pursuantto sub paragraph (&)
above, up to an aggregate nominal amount of
£1,087,500,

and shall expwe on the date of the next annual
general meeting of the Company after the passing
of this Resolution, save that the Company may at
any time pnor to the expiry of such power make an
offer or enter into an agreement which would or
might require equity securities to be allotted after
the expiry of such power and the Directors may
allot equrty securities in pursuance of such an offer
or agreement as if such power had not expired

To authonse the Company generally and
uncondrtionally pursuant to section 166 of the Act
to make market purchases (within the meaning of
section 163 of the Act) on the London Stock
Exchange of any of its ordinary shares provided
that

{a) the maximum number of shares hereby
authonsed to be purchased 1s less than 15% of
the i1ssired share capital of the Company as at
the date of this resolution,

(b} the mnimum price {exclusive of expenses}
which may be paid for a share shall be
75 pence,

{c) the maximum pnce {exclusive of expenses)
which may be paid for a share shall not be
mere than 5% above the average of the middle
market quotation (as derived from the Daily



(d)

Official List of the London Stock Exchange)
for the shares for the five business days
immediately preceding the date of purchase,
and

unless previously varied, revoked or renewed,
the authornty hereby conferred shall expire on
17 July 2008 or at the conclusion of the next
general meeting of the Company (whichever
Is the earlier) save that the Company may,
prior to such expiry, enter into a contract to
purchase shares which will or may be
completed or executed wholly or partly after
such expiry

Notice of Annual General Meeting

By Order of the Board
SVM Asset Management Limited
Secretanes

5 March 2007

Only shareholders are entitled to attend and vote at the
meeting Any shareholder may appoint one or more proxies,
who need not be shareholders, to attend and vote on a poll
mstead of lum or her A form of proxy i1s enclosed
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Shareholder Information

Contact Information

f you have any questions or need more information
on the Company, you can contact us in the following
ways

SVM Asset Management

7 Castle Street

Edinburgh EH2 3AH

Tel 0131 226 7660

Web www svmonline co uk

Regularly updated information including the Company
share price, net asset value and quarterly factsheets

are available on a dedicated page on the SVM wehsite
at www svmonline co uk

if you slready hold shares through SVM
Investment Trust Savings Scheme

SVM Asset Management Limited

Block C, Western House,

Peterborough Business Park,
Lynchwood,

Peterborough PE2 6BP

Tel 0845358 1108

If you own shares 1n your own name, the Registrar’s
website at www computershare co uk allows you to
check your holding, display 1ts current value and
amend your detalls Alternatively, you may contact the
Registraron 08707071120

Registrar

Computershare Investor Services plc
Lochside House, 7 Lochside Avenue,
Edinburgh Park,

Edinburgh EH12 9Dl

Registered Number
162841

Stockbrokers
HSBC Securities

Policy Advisors
W L Consulting Limited
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Investing in Life Offices Opportunities Trust
There are a variety of ways to invest in the Company
Shares can be easily traded on the stock market
However, regular savings can also be made through
the SVM Investment Trust Savings Scheme The
minimum lump sum investment ts £200 and monthiy
savings from £50 Investments can also be made as
gifts for children or other adults

For more information or brochures call 0131 226 7660
Alternatively, application packs can be downloaded
from www svmonline.co uk

Duration of the Company

Under the Articles of Assoctation, an Extraordinary
General Meeting will be convened in 2008 to decide
on the future of the Company

investment Managers and Secretanes
Registered Office

SVM Asset Management Limited

7 Castle Street

Edinburgh EH2 3AH

Audrtors
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