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The Company

The Company was launched in March 1999 as part of the

reorganisation of The Scottish Eastern Investment Trust plc with the

objective of managing the private equity investments formerly held

by The Scottish Eastern Investment Trust plc so as to realise those

assets and return cash to shareholders.

In August 2001, the Company was reorganised and shareholders

were given the opportunity to convert all or part of their existing

ordinary shares into A shares and B shares as outlined below.

In August 2005, Shareholders approved a change of company

name from Martin Currie Capital Return Trust plc to F&C Private

Equity Trust plc and the Company issued 49,758,449 C Shares

following the acquisition of Discovery Trust plc and a subscription of

£20 million by Friends Provident. The C shares subsequently

converted into B shares.

Objective and Investment Policy

The Company’s realisation (A) shares’ objective is to manage the

existing assets and to realise the value of those assets in a tax

efficient manner and return capital to shareholders.

The continuation (B) shares’ objective is to achieve long-term

capital growth through investment in private equity assets.

The Company’s investment policy is contained within the Business

Review on pages 14 to 16.

Management

The Board has appointed F&C Investment Business Limited as

investment manager under a contract terminable by either party

giving to the other not less than six months’ notice. Further details

of the management contract are provided in Note 4 to the accounts

on page 31.

Net assets as at 31 December 2007

£198.9 million

Shareholders’ funds as at 31 December 2007

A shares £29.9 million

B shares £169.0 million

Market capitalisation as at 31 December 2007

A shares £32.5 million

B shares £135.2 million

Capital structure

67,084,807 Realisation or A shares of 1 pence, not entitled to vote

at a general meeting; and

72,282,273 Continuation or B shares of 1 pence, each entitled to

1 vote at a general meeting.
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. NAV total return for the year of 83.6 per cent
for the A shares;

. NAV total return for the year of 31.9 per cent
for the B shares; 1

. A share return of capital of 36.25 pence paid
on 25 January 2008;

. A share revenue dividends of 0.60 pence
paid and declared;

. B share revenue dividends of 1.35 pence
paid and declared;

. Realisation of private equity investments of
£90.2 million during the year;

. New investment in private equity investments
of £66.1 million during the year.

1 Based on fully diluted NAV

F&C Private Equity Trust Net Asset Value Total Return for the year ended
31 December 2007

Financial Highlights for the year to
31 December 2007

Performance Summary

31 December 31 December
2007 2006 % change

Net Asset Value
Net assets (£’000) 198,908 146,233 +36.0
Net asset value per:
A share 44.56p 25.43p +75.2
B share (Fully diluted) 231.08p 178.06p +29.8

Market Price
A share 48.50p 24.25p +100.0
B share 187.00p 161.00p +16.1
Discount/(Premium):
A share (8.8%) 4.3% –
B share 19.1% 9.6% –

Income
Revenue return after taxation (£’000) 1,392 2,533 –45.0
Revenue return per:
A share 0.60p 1.05p –42.9
B share (Fully diluted) 1.34p 3.20p –58.1
Dividend per:
A share 0.60p 1.00p
B share 1.35p 2.50p

Annualised Total Expenses
As a percentage of shareholders’ funds 1.7% 1.6%

2007 2007
A Shares B Shares

Portfolio Summary
Shareholders’ funds (£’000) 29,896 169,012
Future commitments (£’000) 1,872 143,725

Total Returns for the year*
Net asset value (Fully diluted) 83.6 31.9
Share price 101.2 16.7

* Total return is the combined effect of any dividends paid, together with the rise or fall in the net asset value or share price. Any dividends are assumed to
have been re-invested in either the Company’s assets or in additional shares.

Sources: F&C Investment Business, AIC and Datastream
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Portfolio Distribution

As at 31 December 2007

% of % of
% of % of Company Company

A Pool B Pool Total Total
2007 2007 2007 2006

Buyout Funds – Pan European* 1.1 13.9 12.1 13.5

Buyout Funds – UK 3.2 18.0 15.8 17.3

Buyout Funds – Continental Europe� 0.2 10.6 9.0 7.5

Private Equity Funds – USA 2.5 5.0 4.6 3.4

Private Equity Funds – Global – 7.6 6.3 5.0

Venture Capital Funds 0.2 5.6 4.8 5.3

Mezzanine Funds 11.4 11.5 11.5 9.5

Direct Quoted 0.2 1.7 1.6 2.2

Direct Investments/Co-Investments – 15.2 13.1 26.3

UK Gilts 81.2 10.8 21.1 9.6

AiM Holdings – 0.1 0.1 0.4

100.0 100.0 100.0 100.0

*Europe including the UK.

�Europe excluding the UK.

Largest Holdings

As at 31 December 2007

A Pool % of B Pool % of % of
Valuation A pool Valuation B pool Total

£’000 Portfolio £’000 Portfolio Portfolio

August Equity Partners I – – 8,817 5.3 4.5

Argan Capital LP – – 7,400 4.5 3.8

Candover 2005 – – 5,374 3.2 2.8

Hutton Collins Capital Partners II – – 5,196 3.1 2.7

Warburg Pincus IX – – 4,926 3.0 2.5

TDR Capital – – 4,406 2.6 2.3

Candover 2001 – – 4,343 2.6 2.2

International Mezzanine Investment NV 2,285 8.1 1,334 0.8 1.9

Close Brothers Growth Capital Fund IIB – – 3,579 2.2 1.7

Camden Partners Strategic Fund III – – 3,543 2.1 1.7

Portfolio Summary
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Argan Capital LP
Investment type: Buyout fund
Region: Continental Europe
Percentage held: 2.5%
Valuation basis: Percentage of fund value

Argan Capital is an independent private equity partnership that in October 2007 completed

a spin-out from Bank of America. The team of 12 professionals focus on European mid-

market buyouts in companies with enterprise values in excess of$100 million. In September

2007, the continuation pool of the Company committed$10 million to their first

independent fund that subsequently closed at$425 million. This was a partial secondary/

partial primary investment with the fund approximately 50% invested from the outset.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 5,236 3,898

Value 7,400 3,771

August Equity Partners I
Investment type: Buyout fund
Region: United Kingdom
Percentage held: 12.0%
Valuation basis: Percentage of fund value

August Equity Partners I is a lower mid-market UK buy-out fund, which closed with total

commitments of »130 million in December 2003. The continuation pool of the Company

made a »15 million commitment through a secondary transaction in January 2006. August

Equity, the managers, specialise in four sectors: healthcare, media, specialist

manufacturing and technology.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 4,673 4,265

Value 8,817 7,402

Hutton Collins Capital Partners II
Investment type: Mezzanine fund
Region: Pan Europe
Percentage held: 1.8%
Valuation basis: Percentage of fund value

Hutton Collins was formed in 2002 by its eponymous founders Matthew Collins and

GrahamHutton. The team specialise in Pan-European mezzanine and preferred equity

investments. Following on successful investment in their inaugural fund the continuation

pool of the company committed$10 million to the second fund which closed at

$570 million in April 2006

31 December 31 December

2007 2006

£’000 £’000

Residual cost 4,782 2,121

Value 5,196 1,350
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Candover 2005
Investment type: Limited partnership
Region: Pan Europe
Percentage held: 0.4%
Valuation basis: Percentage of fund value

The Candover 2005 Fund closed in November 2005 with commitments of$3.5 billion

(including$500 million from Candover). It invests in mid to large (enterprise values

$150 million to$1.5 billion) European buyouts. The continuation pool of the Company

made an initial commitment of$10 million in July 2005 that was subsequently

increased to$15 million in October 2005.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 6,787 3,987

Value 5,374 3,781

Warburg Pincus IX
Investment type: Limited partnership
Region: North America with 35% rest of world
Percentage held: 0.2%
Valuation basis: Percentage of fund value

Warburg Pincus IX is a $8 billion fund which invests across the globe in growth

companies at all stages of development, including venture and development

capital, recapitalisation and special situations. Warburg Pincus is one of the

longest established and largest private equity companies in the world with

150 investment professionals spread across nine offices. More than 40 per cent of

these investment staff are now based outside of the United States.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 4,488 2,457

Value 4,926 2,478

Top Ten Holdings



Close Brothers Growth Capital Fund IIB
Investment type: Integrated finance fund
Region: United Kingdom
Percentage held: 4.0%
Valuation basis: Percentage of fund value

Close Brothers Growth Capital was founded by former 3i and Bank of Scotland executive

Bill Crossan. The fund makes integrated finance investments, a relatively recent but rapidly

growing private equity approach that typically comprises the one-stop provision of equity,

mezzanine and senior debt to an investee company. As a partial secondary transaction,

the continuation pool of the Company committed »4 million to this top up fund as the

original Fund II doubled in size to »102 million in January 2007.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 3,060 –

Value 3,579 –

TDR Capital
Investment type: Buyout fund
Region: Pan Europe
Percentage held: 1.0%
Valuation basis: Percentage of fund value

TDR Capital was founded in 2002 by former Deutsche Bank Capital Partners executives

Manjit Dale and Stephen Robertson with the backing of the Tudor group. In April 2003,

the continuation pool of the Company committed$5 million to their first independent

fund which closed at$547 million. The fund invests in Pan-European Buy-outs with an

emphasis on operational improvements and financial structuring.

31 December 31 December

2007 2006

£’000 £’000

Residual cost – 751

Value 4,406 3,875

Camden Partners Strategic Fund III

Investment type: Limited partnership
Region: North America
Percentage held: 3.5%
Valuation basis: Percentage of fund value

Camden Partners is a Baltimore, Maryland based firm. Strategic Fund III closed in 2005

with $140 million in commitments. The fund invests in both privately negotiated

transactions in micro-cap public companies and later-stage private companies. It focuses

on the target markets of Business and Financial Services, Education and Health Care.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 2,387 1,651

Value 3,543 1,431
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International Mezzanine Investment NV
Investment type: Mezzanine fund
Region: Pan Europe
Percentage held: 9.0%
Valuation basis: Percentage of fund value

International Mezzanine Investment NV is a fund raised by Mezzanine Management

Limited which invests in the mezzanine component of large buy-outs and capital

reconstructions. Typically the mezzanine debt is subordinate only to senior bank debt.

Geographically, the company focuses on Europe (both the UK and the Continent) but

also retains scope to invest up to 25 per cent outside Europe. The fund closed in 1996

with total commitments of$225 million.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 3,252 3,252

Value 3,619 6,073

Candover 2001
Investment type: Buyout fund
Region: Pan Europe
Percentage held: 0.4%
Valuation basis: Percentage of fund value

The Candover 2001 Fund closed in June 2002 with commitments of b2.7 billion

from 110 investor groups. It invests in mid to large (b100 million to b1.5 billion)

European buy-outs. The continuation pool of the Company committed b10 million

to it in February 2002.

31 December 31 December

2007 2006

£’000 £’000

Residual cost 8 3,154

Value 4,343 5,197

Top Ten Holdings



I am delighted to report another year of excellent

progress for your Company. The net asset value

(‘‘NAV’’) total return for the A shareholders was

83.6 per cent and, for the B shareholders, 31.9 per

cent. During the year the A pool has continued to

realise its investments most successfully, while the

B pool has made substantial gains through both

realisations and valuation uplifts.

At 31 December 2007 the A pool had net assets of

£29.9 million, giving a NAV per A share of

44.6 pence. A return of capital of 36.25 pence per

A share was made after the year end on 25 January

2008. This related to the sale of the A pool’s major

holding in the Dakota, Minnesota and Eastern

Railroad (‘‘DM&E’’) and reduced the A share NAV to

8.3 pence, leaving net assets of just £5.6 million.

The Directors are recommending a final dividend of

0.30 pence per A share which, together with the

interim dividend of 0.30 pence, gives a total dividend

of 0.60 pence per A share for 2007.

The basic NAV per B share at 31 December 2007

was 233.8 pence. After adjustment for possible

future dilution arising from the exercise of

management warrants, the fully diluted NAV per

B share at 31 December was 231.1 pence. The

B pool now has net assets of £169.0 million. The

Directors are recommending a final dividend of

0.85 pence per B share which, together with the

interim dividend of 0.50 pence, makes a total

dividend of 1.35 pence per B share for 2007.

At 31 December 2007 the B pool had net cash or

near cash equivalents of £22.4 million and unutilised

borrowing capacity of up to 30 per cent of its total

assets. On 30 April 2007 the Company entered into

a 5 year £40 million revolving credit facility, meaning

that its access to credit, and the margin cost of that

credit, has been secured until 2012. The B pool has

outstanding undrawn commitments of £143.7

million, the bulk of which we expect to be drawn

over the next five years.

I have previously spoken of the Board’s desire to

merge the A and B share pools. This arose from

circumstances where the great majority of the

A pool’s assets had been realised and returned as

cash to shareholders, allied to a wish for the market

to understand more properly the characteristics of

your Company. It is essential that any merger of

A and B shares is conducted on terms that are fair

to both sets of shareholders. A major complicating

factor has arisen from the terms of the sale of DM&E

to the Canadian Pacific Railroad, in particular the

potential for the former DM&E shareholders,

including A pool shareholders, to receive payments

related to the construction of the Powder River

Basin extension; shareholders may remember that

this was of considerable strategic value to DM&E.

These payments, which depend on the successful

construction of the railroad extension and its

subsequent operation, are very long term in nature,

with the potential for payments extending out as far

as 2025. The long term and contingent nature of

these payments make valuing this interest, and

consequently merging the two pools, difficult. This

inherent uncertainty is increased by current

conditions in the financial markets. In line with our

valuation methodology no value has been placed on

these contingent payments in either the A or B

share NAVs.

The Board is regrettably not therefore in a position

to bring forward a merger proposal which meets the

fairness test and which it judges would be likely to

be accepted by both A and B shareholders. It

therefore intends to recommend that the A share

pool remains in existence until this situation

David Simpson Chairman

Chairman’s Statement
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changes, possibly as a consequence of greater

clarity on the scale and timing of contingent

payments from DM&E. In the meantime, to reflect

the small size of the A pool and the fact that this

pool has dropped below the level at which the

Company’s articles of association specify that the

voting rights of the A pool are reduced (NAV of

10 pence per share), the Board intends that these

shares should be renamed as ‘restricted voting

shares’. The B shares will also be renamed, simply

as ‘ordinary shares’. While this does not entirely

simplify the situation it will go some way to

distinguishing more clearly to the market the

difference between these share classes and their

respective rights. This does not affect the economic

interest of either class of share.

Elizabeth Kennedy joined the Board on 1 July 2007.

Elizabeth is a corporate finance director with Brewin

Dolphin and the Board is already benefitting from

her experience.

Following the European Court of Justice’s ruling that

investment trusts are exempt from VAT on

management fees, and HMRC’s announcement that

it will not appeal against the decision, the Company

no longer pays VAT on its management fees. We

expect to make a recovery in respect of amounts

paid in past years, a matter dealt with in Note 26 on

page 41.

The Companies Act 2006 brought about a number

of changes in UK company law. We propose to

adopt new articles of association, primarily to take

account of these changes. This matter is dealt with

more fully in the Report of the Directors on page 21.

The international environment for investment has

changed considerably over recent months as the

fuller effects of what has now become termed the

‘credit crunch’ are felt. The situation is changing

constantly, but certain generalisations can be made.

The banking sector is now much more reluctant to

lend than previously and this is affecting all kinds of

business and consumer activity to differing degrees.

As most of the funds in our portfolio, and all of the

co-investments, rely on bank debt as a key

component of their deal structures, the reduced

availability of bank debt has inevitable

consequences. The principal ones are that the

multiples at which banks are prepared to lend have

reduced and the cost of the debt has increased.

Most of the funds in which we invest are operating

in the mid market of private equity in Europe or

North America and we understand that these private

equity managers are relying on their longstanding

relationships and strong credit histories with the

mainstream banks to secure debt for their deals.

New investments continue to be made on

acceptable terms. Because bank debt has been a

key component in pushing up prices of private

equity deals, we would expect reduced availability to

have the effect of reducing prices. From the point of

view of funds which are at an early stage in

establishing portfolios this situation is in many

respects encouraging, and can be viewed as a

buying opportunity. From the perspective of a

private equity fund looking to sell companies,

particularly to other highly leveraged buy-out

vehicles, the outlook is more challenging. It is

important to note that the banks’ appetite for new

lending into the private equity sector varies from

bank to bank and from country to country. Our

portfolio is internationally diversified and there is an

equally wide spread of supporting banks.

These matters, as well as details about the

realisations and commitments, are dealt with more

fully in the Manager’s Review, which I urge

shareholders to read.

We are confident that the disciplines and processes

which have formed the foundations of the success

of our investment partners during an expansionary

phase will also stand them in good stead in a more

challenging economic and financial environment.

Much will depend on how the banking problem

affects consumer and business confidence over the

coming months. The structure of the private equity

funds in which we invest, where rewards are based

on absolute returns, not relative performance, and

where the manager is not compelled to invest if

pricing is unsatisfactory provides us with some

insulation. This, coupled with the wide spread of

high quality investments in our portfolio, leaves F&C

Private Equity Trust well placed to weather 2008 and

to look to 2009 and beyond.

David Simpson
Chairman

14 April 2008

Chairman’s Statement (continued)
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Investment Managers

F&C Private Equity Trust plc is managed by F&C Investment Business Limited, a wholly owned subsidiary of

F&C Asset Management plc (‘F&C’). F&C is a leading asset manager in both the UK and Europe and has

£101.8 billion of funds under management (as at 31 March 2008). The shares of F&C are traded on the

London Stock Exchange.

F&C provides investment management and other services to a range of investment trust clients.

Hamish Mair

Hamish Mair is the head of

the private equity funds team

at F&C Investment Business

Limited and the manager of

F&C Private Equity Trust.

Martin Cassels

Martin Cassels is the Company

Secretary.

Neil Sneddon

Neil Sneddon is a director in

the private equity funds team.

Investment Manager
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Investment Strategy

This review covers an exceptionally active period for

the Company. 2007 is likely to have marked a high

point in private equity deal activity. In the wider

private equity market there was a definitely

perceptible watershed of activity around the mid

year point, when the credit crunch issues began

increasingly to affect confidence. Despite this,

underlying activity in the funds in which we invest

has been maintained at very healthy levels

throughout the year.

Our experience in private equity fund investment has

taught us that when investment activity slows down

so also does realisation activity. This is not surprising

as market participants are naturally both buyers and

sellers at slightly different size levels and both are

affected by the general level of confidence in the

economic outlook. It is also the case in private

equity, as in most asset classes, that a reduction in

deal activity tends to go in tandem with a decline in

price. Because of the effects of the credit crunch we

would expect there to be a reduction in the price of

private equity deals over the course of 2008. For

many of our mid market funds this will provide a

welcome buying opportunity and they should be

able to capitalise on some cyclical softness within an

already attractive and inefficient market. For the

investments already in portfolios the key factors are

likely to be the extent to which more challenging

economic conditions affect their trading

performance, their profits and, consequently, the

value of these businesses.

Since the establishment of the B pool in 2001 we

have moved our portfolio deliberately towards a very

well diversified range of funds and underlying

investments. This has taken several years to achieve

and there are twin motivations. The primary one is to

gain opportunities for strong investment returns that

cannot easily be achieved through investing in a

narrower geographic or sectoral focus. Secondly, we

have used diversification by manager, geography,

sector, age of deals, size and investment style as

means of reducing the innately high risk of private

equity to acceptable levels. The portfolio now consists

of 65 private equity funds, 12 co-investments and

handful of small remnant listed holdings.

There are well chronicled issues facing the biggest

buy-out funds as the availability of very large debt

packages for buy-out vehicles has almost dried up;

however, it would be wrong to conclude that this

method of investment is under fundamental threat.

Rather, this should be viewed as a period of

adjustment. Over time structures, terms and pricing

requirements will change to accommodate a different

view of the future. In the mid market, where almost

all our funds are invested, the situation is serious but

less acute and there remains a steady flow of deals

being struck at good prices. There is a theoretical

risk that the largest buy-out funds could move down

the size scale in order to find deals, but there are

some strong reasons why this would not be easy or

natural for them. Firstly, private equity managers do

not have to deal and many of the most successful

have periods in their histories when they have

abstained from deal activity whilst waiting for market

conditions to adjust. It is therefore quite likely that

large buy-out funds will simply keep their powder dry

and wait, potentially for years, before committing to

deals. Secondly, private equity managers are only as

good as the dealflow they can generate and if a firm

has been absent in a particular market tier for some

years re-establishing dealflow will prove difficult. Lack

of dealflow will deter larger funds from moving down

the size scale. Thirdly, to deploy a very large multi-

billion Euro fund into the mid market will require a far

broader portfolio of investments than most firms have

the resources to manage. Lastly, a move into a

different size bracket will be regarded by many fund

investors as an unacceptable drift in strategy. In

summary the case for mid market private equity

investment has if anything been relatively enhanced.

New Investments

The Company has made new investments totalling

£66.1 million over the course of the year. This has

been entirely for the B pool and has included 4 new

co-investments totalling £7.9 million. The remainder

has been drawn from no fewer than 52 funds. There

have been over 180 drawdowns for new

investments or for follow on investment in existing

positions. The portfolio is extremely diverse covering

an exceptionally wide range of companies spanning

the mid market of Europe and further afield. Some

Manager’s Review
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appreciation of this spread can be gained by

considering some of the larger individual investments

during the year. In the UK we have gained exposure

to, amongst many others, software company

4Projects (£1.0 million, August Equity), drug

dispensing and nursing company Healthcare at

Home (£0.8 million, Hutton Collins), elderflower

cordial company Bottlegreen (£0.3 million, Piper),

insurance broker Ostrakan (£0.3 million, Hutton

Collins) and supply teacher agency Teaching

Personnel (£0.5 million, RJD Partners). In France

similar diversity is achieved through our new

investments in travel luggage company Delsey

(£0.7 million, Argan), tax consultancy Alma

(£0.7 million, Candover), and clothes and shoes

retailer Vivarte (£0.6 million, Chequers). In Spain we

are also building a diversified portfolio with

investments in charter airline Futura (£0.7 million,

Hutton Collins), civil explosives manufacturer Maxam

(£0.4 million, Ibersuizas) and IT consultancy Everis

(£0.7 million, Hutton Collins). Italy is a relatively new

market for us, but the portfolio is growing with major

additions including agricultural machinery

components manufacturer Faster (£0.7 million,

Argan).

We continue to see a strong flow of co-investment

opportunities from our investment partners. During

the year we invested £1.1 million in Blues, a

character licensing clothing company, to acquire

7.6 per cent alongside Penta, £2.5 million in

Lifeways Community Care, a provider of care

services primarily to disabled adults, to acquire

6.3 per cent alongside August Equity, £1.3 million in

Senturion, vehicle leasing to the local authorities

market, to acquire 6.9 per cent alongside RJD

Partners and £3.0 million in telephony services

provider Eurotel, to acquire 9.4 per cent alongside

Inflexion. These have all been UK based companies,

but we are also seeing some encouraging dealflow

from Europe as well. The co-investment activity

provides us with a front seat view into the activities

of some of the leading mid market buy-out groups,

something that has been very helpful in assessing

not just these managers but also others. It provides

us with a first hand demonstration of the added

value in private equity investment.

Realisations

Realisations over the year have totalled

£90.2 million. There have been 130 separate

distributions during the year from 37 funds. The

largest individual inflow was from our very

longstanding holding in the Dakota, Minnesota and

Eastern Railroad (‘‘DM&E’’). Our 21 year hold in this

mid western railroad operator with ambitious

expansion plans was entirely vindicated by the return

of £33.0 million in October when the company was

sold to Canadian Pacific. This represented an

investment multiple in dollar terms of 35x and an

IRR of 28 per cent. Other excellent returns from co-

investments included £10.6 million from the sale of

the Stirling Square led investment in Global Design

Technologies. This aerospace components business

achieved an investment multiple of 3.8x and an IRR

of 86 per cent. We also sold our holding in the RJD

led investment Academy Music Group yielding

£2.5 million during the year to give an investment

multiple of 2.5x and IRR of 53 per cent. The final

proceeds of the sale of Pizza Express holding

company Gondola were also received, with

£6.8 million coming in at the start of 2007 to

complete this TDR led investment at an investment

multiple of 4.0x and an IRR of 65 per cent.

From our wide range of funds we have also received

very substantial inflows reflecting successful exit

activity. The larger notable ones include Tragus

(£1.2 million restaurants, LGV 4), Intermed

(£0.9 million medical devices, August), MTEM

(£1.3 million hydrocarbon detection, SEP II), Viking

Moorings loanstock redemption (£1.2 million oil

services, Inflexion), South Lakeland Parks

(£1.2 million caravan parks, LGV5) and GAM

(£0.7 million machinery, Nmas1). Again, these exits

attest to the diversity and strength of the underlying

portfolio.

New Commitments

In order to establish a basis for future returns we

continue to make fresh commitments to private

equity funds. Several of these are to funds where we

have well established links, for example our

commitments to Accession Mezzanine II ($7 million

Eastern Europe), Mezzanine Management IV
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($7 million European Mezzanine) and August Equity

II (£10 million UK mid market buy-outs). Other

commitments to groups known to us include those

to AIG New Europe Fund II (k7 million Eastern

Europe), AIG Brazil Special Situations Fund II

($5 million Brazil) and Warburg Pincus IX ($15 million

Global generalist). We have established new links

with UK mid market firm Penta Capital through an

£8 million commitment to their co-investment fund.

We are a selective participant in the secondary

market and during 2007 we acquired two such

positions; £4 million in Close Brothers Growth

Capital II B and £1.6 million in Scotland based

venture capital fund Pentech. These investments,

where they are complementary to our portfolio, have

the potential to contribute to performance more

quickly as their holdings can already be fairly

mature.

Valuation Changes

Total uplifts in value over the year were £54 million.

Of this approximately £40 million was attributable to

the B pool and £14 million to the A pool. These

uplifts reflect both the successful realisations noted

above, which are usually at considerable premia to

the latest carrying value, and also the ongoing

fundamental progress of underlying companies

which allows revaluation. The most significant

individual contributors have been the co-investments

which have been sold or where there has been a

partial redemption. For example DM&E contributed

£22 million, Global Design Technologies £5.7 million

and Viking Moorings £3.5 million. Many of our fund

holdings have shown uplifts including LGV

(£2.0 million), Candover 2001 (£2.0 million), TDR

Capital (£2.0 million), Argan Capital (£1.8 million) and

Camden Strategic III (£1.5 million). Foreign exchange

movements have added £4 million to the portfolio

valuation over the year.

Outlook

2007 was an exceptional year for international

private equity both in terms of activity and in the

returns achieved. The background environment is

likely to be tougher in 2008; but, how this will affect

our portfolio and its returns depends on how the

managers of the funds and the individual business

management teams cope with these new

challenges. The most successful private equity

managers and companies have strong disciplines

and processes. Our portfolio has benefited from

partnership with these skilled managers in recent

years and we aim to allocate capital to these

successful partners so that we can maintain

excellent returns for our shareholders.

Hamish Mair

14 April 2008

Manager’s Review (continued)
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David Simpson

Chairman

age 66, is a non-executive

director of Fidelity European

Values plc. He was a

general manager and

company secretary of The

Standard Life Assurance Company from 1988 to

1996. He joined the Board in January 1999. David

Simpson’s current term of office will expire at the

annual general meeting of the Company to be held

in 2008.

Douglas Kinloch

Anderson OBE

age 68, is executive

chairman of Kinloch

Anderson Limited. He was

national president of the

Royal Warrant Holders

Association, president of The Edinburgh Chamber of

Commerce and Master of the Edinburgh Merchant

Company. He is also a director of Martin Currie

Portfolio Investment Trust plc and Fidelity Special

Values plc. He joined the Board in December 2000.

Douglas Kinloch Anderson’s current term of office

will expire at the annual general meeting of the

Company to be held in 2009.

Elizabeth Kennedy

age 52, is a corporate

finance director with Brewin

Dolphin. She joined the

Board on 1 July 2007.

Elizabeth Kennedy’s current

term of office will expire at

the annual general meeting of the Company to be

held in 2008.

Robert Legget

age 57, is the managing

director of Progressive Value

Management Limited, a fund

management company

specialising in the realisation

of illiquid holdings in UK

listed small-capitalisation stocks and other ‘difficult’

asset classes. Previously he was a director of

Quayle Munro Holdings plc, the Edinburgh-based

merchant bank. He joined the Board in January

1999. Robert Legget’s current term of office will

expire at the annual general meeting of the

Company to be held in 2008.

John Rafferty

age 56, is a senior partner of

Burness, the Scottish law

firm. He is also a Fellow of

the Securities and

Investment Institute, and

Honorary Consul for Canada

in Scotland. He has wide experience of private

equity investments and of investment realisations.

He joined the Board in March 2000. John Rafferty’s

current term of office will expire at the annual

general meeting of the Company to be held in 2008.

Board of Directors
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Investment
Total % of A Pool % of B Pool % of

Geographic Valuation Total Valuation A Pool Valuation B Pool

Focus £’000 Portfolio £’000 Portfolio £’000 Portfolio

Buyout Funds – Pan European

Argan Capital LP Europe 7,400 3.8 – 0.0 7,400 4.5

Candover 2005 Europe 5,374 2.8 – 0.0 5,374 3.2

TDR Capital N. Europe 4,406 2.3 – 0.0 4,406 2.6

Candover 2001 N. Europe 4,343 2.2 – 0.0 4,343 2.6
Montagu III Europe 1,452 0.7 – 0.0 1,452 0.9

Candover 1997 N. Europe 497 0.3 314 1.1 183 0.1

Buyout Funds – Pan European 23,472 12.1 314 1.1 23,158 13.9

Buyout Funds – UK

August Equity Partners I UK 8,817 4.5 – 0.0 8,817 5.3

Penta F&C Co-Investment Fund L.P. UK 2,989 1.5 – 0.0 2,989 1.8

Hickory Fund Partnership LP UK 2,425 1.2 – 0.0 2,425 1.5

Inflexion 2006 Buyout Fund LP UK 2,063 1.1 – 0.0 2,063 1.2

RL Private Equity UK 2,007 1.0 – 0.0 2,007 1.2

LGV5 UK 1,920 1.0 – 0.0 1,920 1.2

Inflexion 2003 Buyout Fund LP UK 1,804 0.9 – 0.0 1,804 1.1

Primary Capital II UK 1,460 0.8 – 0.0 1,460 0.9

Third Private Equity UK 1,288 0.7 813 2.9 475 0.3
RJD Private Equity Fund II NPV UK 1,159 0.6 – 0.0 1,159 0.7

Equity Harvest Fund UK 1,073 0.6 – 0.0 1,073 0.6

LGV4 UK 958 0.5 – 0.0 958 0.6

Primary Capital III UK 702 0.4 – 0.0 702 0.4

Dunedin Buyout Fund II L.P. UK 676 0.3 – 0.0 676 0.4

August Equity Partners II UK 641 0.3 – 0.0 641 0.4

Piper Private Equity Fund IV UK 641 0.3 – 0.0 641 0.4

Enterprise Plus UK 158 0.1 100 0.3 58 0.0

Buyout Funds – UK 30,781 15.8 913 3.2 29,868 18.0

Buyout Funds – Continental Europe

Nmas1 Private Equity Spain 3,203 1.6 – 0.0 3,203 1.9

Ibersuizas Capital Fund II Spain 2,488 1.3 – 0.0 2,488 1.5

Ciclad 4 France 2,138 1.1 – 0.0 2,138 1.3
Alto Capital I Italy 2,067 1.1 – 0.0 2,067 1.2

Gilde Buy-Out Fund III GP Benelux 1,944 1.0 – 0.0 1,944 1.2

Chequers Capital XV France 1,450 0.7 – 0.0 1,450 0.9

DBAG Fund V International Germany 1,397 0.7 – 0.0 1,397 0.8

AIG New Europe Fund II L.P. Central &

East Europe 836 0.4 – 0.0 836 0.5

Chequers Capital France 823 0.4 – 0.0 823 0.5

DBAG Fund IV Germany 798 0.4 – 0.0 798 0.5

Alto Capital II Italy 506 0.3 – 0.0 506 0.3

Ciclad 2 France 89 0.0 56 0.2 33 0.0

Buyout Funds – Continental Europe 17,739 9.0 56 0.2 17,683 10.6

Private Equity Funds – USA

Camden Partners Strategic Fund III USA 3,543 1.7 – 0.0 3,543 2.1
Blue Point Capital Partners II LP USA 1,687 0.9 – 0.0 1,687 1.0

RCP Fund II USA 1,499 0.8 – 0.0 1,499 0.9

Blue Point Capital USA 1,193 0.6 – 0.0 1,193 0.7

Hicks, Muse, Tate & Furst Fund IV USA 1,071 0.6 676 2.5 395 0.3

Total Private Equity Funds – USA 8,993 4.6 676 2.5 8,317 5.0

Private Equity Funds – Global

Warburg Pincus IX Global 4,926 2.5 – 0.0 4,926 3.0

AIG Global Emerging Markets Fund II Global 3,168 1.5 – 0.0 3,168 1.9

Warburg Pincus VIII Global 2,986 1.5 – 0.0 2,986 1.8

Warburg Pincus X Global 879 0.5 – 0.0 879 0.6

AIF Capital Asia III,L.P. Asia 570 0.3 – 0.0 570 0.3

AIG Brazil Special Situations II L.P. Brazil 36 0.0 – 0.0 36 0.0

Total Private Equity Funds – Global 12,565 6.3 – 0.0 12,565 7.6

Portfolio Holdings
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Investment
Total % of A Pool % of B Pool % of

Geographic Valuation Total Valuation A Pool Valuation B Pool

Focus £’000 Portfolio £’000 Portfolio £’000 Portfolio

Venture Capital Funds

SEP II Europe 2,478 1.2 – 0.0 2,478 1.5

Alta-Berkeley VI Europe 2,082 1.1 – 0.0 2,082 1.3

Life Sciences Partners III Europe 1,874 1.0 – 0.0 1,874 1.1

Pentech Fund 1B Limited Partnership Europe 1,309 0.7 – 0.0 1,309 0.8
SEP III Europe 1,052 0.5 – 0.0 1,052 0.6

Albany Ventures III Europe 495 0.3 – 0.0 495 0.3

Scottish Equity Partnership Europe 95 0.0 60 0.2 35 0.0

Pentech Fund II L.P. Europe 30 0.0 – 0.0 30 0.0

Alta-Berkeley III Europe 21 0.0 – 0.0 21 0.0

Total Venture Capital Funds 9,436 4.8 60 0.2 9,376 5.6

Mezzanine Funds

Hutton Collins Capital Partners II Europe 5,196 2.7 – 0.0 5,196 3.1

International Mezzanine Investment NV Europe 3,619 1.9 2,285 8.1 1,334 0.8

Close Brothers Growth Capital Fund IIB UK 3,579 1.7 – 0.0 3,579 2.2

Accession Mezzanine Central &

East Europe 2,265 1.2 – 0.0 2,265 1.4

Mezzanine Management Fund IV A Europe 1,679 0.9 – 0.0 1,679 1.0
1818 Mezzanine Fund USA 1,492 0.8 942 3.3 550 0.3

Accession Mezzanine II Central &

East Europe 1,404 0.7 – 0.0 1,404 0.8

1818 Mezzanine Fund II USA 1,331 0.7 – 0.0 1,331 0.8

Alchemy Special Opportunities Fund L.P. Europe 1,007 0.5 – 0.0 1,007 0.6

Hutton Collins Mezzanine Europe 766 0.4 – 0.0 766 0.5

Total Mezzanine Funds 22,338 11.5 3,227 11.4 19,111 11.5

Direct Quoted

Candover Investments PLC Europe 2,442 1.3 – 0.0 2,442 1.4

Arch Capital USA 171 0.1 – 0.0 171 0.1

Transdigm Group USA 104 0.1 – 0.0 104 0.1

Live Nation USA 99 0.1 63 0.2 36 0.0

Strathdon Investment UK 96 0.0 – 0.0 96 0.1
Parkmead Group UK 19 0.0 – 0.0 19 0.0

Total Direct Quoted 2,931 1.6 63 0.2 2,868 1.7

Direct Investments/Co-investments

Viking Moorings Europe 3,433 1.8 – 0.0 3,433 2.1

Eurotel UK 3,000 1.5 – 0.0 3,000 1.8

Equidebt Holdings UK 2,923 1.5 – 0.0 2,923 1.8

Lifeways UK 2,540 1.3 – 0.0 2,540 1.5

Stirling Square 3Si Co-Investment L.P. USA 2,315 1.2 – 0.0 2,315 1.4

Entec UK 2,239 1.2 – 0.0 2,239 1.3

Whittan Co-Investment (No 1) L.P. Europe 2,154 1.1 – 0.0 2,154 1.3

LMS Group Holdings UK 2,032 1.0 – 0.0 2,032 1.2

European Boating Holidays Europe 1,867 1.0 – 0.0 1,867 1.1

Senturion/Translinc UK 1,294 0.7 – 0.0 1,294 0.8
Blues Clothing Co-invest UK 1,144 0.6 – 0.0 1,144 0.7

Global Design Tech France 297 0.2 – 0.0 297 0.2

Total Direct Investments/Co-investments 25,238 13.1 – 0.0 25,238 15.2

UK Gilts

UK 5.0% Treasury 07/03/08 UK 40,979 21.1 22,987 81.2 17,992 10.8

Total UK Gilts 40,979 21.1 22,987 81.2 17,992 10.8

AiM Holdings 109 0.1 – – 109 0.1

Total Portfolio 194,581 100.0 28,296 100.0 166,285 100.0
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Results and Dividends

The Directors submit the eighth Annual Report and

Accounts of the Company, for the year ended

31 December 2007.

The revenue available for dividends was £1,392,000.

Interim dividends of 0.3p per A share and 0.5p per

B share were paid on 17 October 2007.

A return of capital of 36.25p per A share was

declared on 20 December 2007 and was paid on

25 January 2008.

The Board recommends a final dividend of 0.30p per

A share and 0.85p per B share payable on 23 June

2008 to shareholders on the register at close of

business on 6 June 2008.

The Notice of a General Meeting of holders of A

shares in the Company to be held on 23 May 2008

to approve the proposed dividend on the A shares is

set out on pages 42 and 43.

Principal Activity and Status

The Company is registered as a Public Limited

Company in terms of the Companies Act 1985 and

is an Investment Company as defined by Section

266 of the Companies Act 1985.

The Company carries on business as an investment

trust. It has been approved by the Inland Revenue

as an investment trust under Section 842 of the

Income and Corporation Taxes Act 1988 for the

seventeen month period ended 31 December 2006.

In the opinion of the Directors, the Company has

subsequently conducted its affairs so as to enable it

to continue to obtain such approval.

Business Review

The Board of Directors is responsible for the overall

stewardship of the Company, including investment

and dividend policies, corporate strategy, corporate

governance, and risk management. Biographical

details of the Directors, all of whom are non-

executive, can be found on page 11.

Investment Objective and Investment Policy

Realisation (A) Shares
The investment objective is to manage the existing

assets and to realise the value of those assets in a

tax efficient manner and return capital to

shareholders.

With the exception of the fulfilment of undrawn

commitments and necessary follow-on investments,

no new investments are expected to be made.

Continuation (B) Shares
The investment objective is to achieve long-term

capital growth through investment in private equity

assets.

The Company will make private equity investments

by taking stakes in private equity focused limited

partnerships, offshore funds, investment companies

and investment trusts. In addition to investing in

newly formed private equity funds, the Company

may also purchase secondary private equity fund

interests (that is, portfolios of investments in existing

private equity funds). The Company may also make

direct private equity investments, mainly through co-

investment with the funds in which the Company is

invested.

The private equity funds in which the Company will

invest comprise buy-out funds, venture funds and

mezzanine funds. Both the funds and the direct

investments will be selected in order to create an

underlying portfolio which is well diversified by

geography, sector, size of company, stage of

development, transaction type and management

style.

As far as practicable the Company will be fully

invested at all times.

The Company may use gearing up to 30 per cent of

its total assets at the point of drawdown.

No more than 15 per cent of total assets may be

invested in UK listed investment companies.

No more than 15 per cent of total assets may be

invested in non-UK listed investment companies.

No more than 33 per cent of total assets may be

invested in direct private equity co-investments.

No more than 10 per cent of total assets may be

invested outside the United States of America, the

United Kingdom and Continental Europe.

Investment of Assets
At each Board meeting, the Board receives a

presentation from the Manager which includes a

review of investment performance, recent portfolio

activity and market outlooks, and compliance with

the investment policy and other investment

restrictions during the reporting period. An analysis

of the portfolio as at 31 December 2007 is

presented on page 2 and in the Manager’s review

on pages 8 to 10; the full portfolio listing is provided

on pages 12 and 13. The Company was not geared

at 31 December 2007.

Report of the Directors
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Strategy
As part of its strategy, the Board has contractually

delegated the management of the investment

portfolio and other services to F&C Investment

Business Limited.

The Company’s performance in meeting its objective

is measured against key performance indicators as

set out below. A review of the Company’s returns

during the financial year, the position of the

Company at the year end, and the outlook for the

coming year is contained in the Chairman’s

Statement on pages 5 and 6 and the Manager’s

Review on pages 8 to 10, both of which form part of

this Business Review.

Key Performance Indicators
The Board uses a number of performance measures to assess the Company’s success in meeting its

objectives. The key performance indicators are as follows:

Net Asset Value Total Returns

A and B shares since 1 September 2001

Discount of Share Prices to Net Asset Values

A and B shares since 1 September 2001
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Principal Risks and Risk Management

The Board believes that the principal risks faced by

the Company are:

� Investment and strategic – incorrect strategy

(including use of gearing), asset allocation, and

stock selection could all lead to poor returns for

shareholders.

� External – events such as terrorism, disease,

protectionism, inflation or deflation, economic

recessions and movements in interest rates could

affect share prices.

� Regulatory – breach of regulatory rules could

lead to suspension of the Company’s Stock

Exchange listing, financial penalties or a qualified

audit report. Breach of Section 842 of the

Income and Corporation Taxes Act 1988 could

lead to the Company being subject to tax on

capital gains.

� Operational – failure of the Managers’ accounting

systems or disruption to the Managers’ business,

or that of third-party service providers, could lead

to an inability to provide accurate reporting and

monitoring, leading to a loss of shareholders’

confidence.

� Financial – inadequate controls by the Managers

or third party service providers could lead to

misappropriation of assets. Inappropriate

accounting policies or failure to comply with

accounting standards could lead to misreporting

or breaches of regulations.

� Funding – failure by the Company to meet its

outstanding undrawn commitments.

The assets of the A shares are highly concentrated.

This is a consequence of the advanced stage of the

realisation process.

The Company is also exposed to currency risks in

respect of the overseas markets in which it invests.

More detailed explanations of these risks and the

way in which they are managed are contained in

notes 21 to 25 to the accounts.

The Board seeks to mitigate and manage these risks

through continual review, policy setting, shareholder

communication and enforcement of contractual

obligations. It also regularly monitors the investment

environment and the management of the Company’s

investment portfolio, the Company’s gearing policy

and applies the principles detailed in the guidance

provided by the Turnbull Committee. Details of the

Special Dividends Paid to A Shares

A shares since 1 September 2001

Total Expenses as a Percentage of Shareholders’ Funds

Report of the Directors (continued)
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Company’s internal controls are described in more

detail on pages 19 and 20.

Directors

Mr John Rafferty, whose biographical details are

shown on page 11, retires from the Board by

rotation and, being eligible, offers himself for re-

election at the Annual General Meeting.

Mr David Simpson and Mr Robert Legget, whose

biographical details are shown on page 11, have

served on the Board for more than nine years and,

as recommended by the Combined Code and the

AIC Code, will seek re-election annually. The Board

subscribes to the view expressed within the

AIC Code that long-serving Directors should not be

prevented from forming part of an independent

majority. It does not consider that a Director’s tenure

necessarily reduces his ability to act independently

and, following formal performance evaluations,

believes that each of those Directors is independent

in character and judgement and that there are not

relationships or circumstances which are likely to

affect their judgement. The Board’s policy on tenure

is that continuity and experience are considered to

add significantly to the strength of the Board and, as

such, no limit on the overall length of service of any

of the Company’s Directors, including the Chairman,

has been imposed.

The term of any non-executive director beyond six

years is subject to rigorous review by the Board,

balancing the need for progressive refreshing of the

Board as well as the Board’s stated policy on

tenure.

The Board confirms that, following a formal

performance evaluation, the performance of each of

the three Directors offering themselves for re-election

continues to be effective and demonstrates

commitment to the role. It believes that it is in the

interests of shareholders that Mr John Rafferty,

Mr David Simpson and Mr Robert Legget are

re-elected.

Ms Elizabeth Kennedy was appointed to the Board

on 1 July 2007 and has experience which the Board

believes will contribute significantly to its

deliberations. In accordance with the Articles of

Association she will retire at the Annual General

Meeting, being the first such meeting following her

appointment and, being eligible, offers herself for

election.

The Directors who held office at the end of the

period and their interests in the shares of the

Company as at 31 December 2007 were:

2007 2006

A Shares A Shares

David Simpson – –

Elizabeth Kennedy 5,000 –

Douglas Kinloch

Anderson – –

Robert Legget – –

John Rafferty Beneficial 35,000 25,000

2007 2006
B Shares B Shares

David Simpson Beneficial 20,000 20,000

Elizabeth Kennedy 15,000 –

Douglas Kinloch

Anderson – –

Robert Legget Beneficial 10,000 10,000

John Rafferty Beneficial 18,000 10,000

There have been no changes in the holdings of the

Directors in the shares of the Company between

31 December 2007 and 22 April 2008.

No Director has any material interest in any contract

to which the Company is a party.

Substantial Interests in Share Capital

At 22 April 2008 the following holdings representing more than 3 per cent of the Company’s issued share

capital had been notified to the Company:

A Shares % of B Shares % of

Held A Shares Held B Shares

Martin Currie Portfolio Investment Trust 31,097,772 46.4 7,836,624 10.8

Deutsche Bank 11,629,145 17.3 – –

F&C Asset Management 4,357,165 6.5 18,048,755 25.0

CG Asset Management 2,616,320 3.9 – –

M&G Investment Management – – 5,490,000 7.6

Co-operative Insurance Society – – 3,004,890 7.1

QVT Financial LP – – 3,732,679 5.2

Aegon Asset Management – – 2,882,131 3.6
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Management and Management Fees

F&C Investment Business Limited provides

investment management and secretarial services to

the Company. A summary of the contract between

the Company and F&C Investment Business Limited

in respect of investment management services

provided is given in note 4 to the accounts.

The Management Engagement Committee has

reviewed the appropriateness of the Manager’s

appointment. In carrying out its review, the

Committee considered the past investment

performance of the Company and the capability and

resources of the Manager to deliver satisfactory

investment performance. It also considered the

length of the notice period of the investment

management contract and the fees payable to the

Manager, together with the commitment of the

Manager to the Company and its investment trust

business and the standard of other services

provided which include company secretarial,

administration, marketing and corporate

development.

Following this review it was, and continues to be,

the Directors’ opinion that the continuing

appointment of the Manager on the terms agreed is

in the interests of shareholders as a whole.

Corporate Governance

Arrangements in respect of corporate governance

appropriate to an investment trust have been made

by the Board. Except as disclosed below, the

Company complied throughout the year with the

relevant provisions of the Combined Code on

Corporate Governance issued by the Financial

Reporting Council in June 2006 (the ‘Combined

Code’) and the recommendations of the AIC’s

Code of Corporate Governance issued in May 2007

(the ‘AIC Code’). Since all Directors are non-

executive, and in accordance with the AIC Code

and the preamble to the Combined Code, the

provisions of the Combined Code on the role of

the chief executive and, excepting so far as they

apply to non-executive Directors, on Directors’

remuneration are not relevant to the Company and

are not reported on further.

In view of its non-executive nature and the

requirement of the Articles of Association that all

Directors are subject to retirement by rotation, the

Board considers that it is not appropriate for a

senior independent director to be appointed or for

the Directors to be appointed for a specified term

as recommended by provision A.7.2 of the

Combined Code and principle 3 of the AIC Code.

The Board has agreed that each Director will retire

and, if appropriate, seek re-election at the

completion of each three years of service and

annually after serving on the Board for more than

nine years.

The Board consists solely of non-executive

Directors. Mr David Simpson is Chairman. All

Directors are considered by the Board to be

independent of the Company’s Manager. New

Directors receive an induction from the Manager on

joining the Board, and all Directors are made aware

of appropriate training courses.

The Board, following formal performance

evaluations, believes that each Director is

independent in character and judgement and

that there are no relationships or circumstances

which are likely to affect the judgement of any

Director.

The Company has no executive Directors or

employees. A management agreement between the

Company and its Manager, F&C Investment

Business Limited, sets out the matters over which

the Manager has authority and the limits above

which Board approval must be sought. All other

matters, including strategy, investment and dividend

policies, gearing, and corporate governance

procedures, are reserved for the approval of the

Board of Directors. The Board currently meets at

least four times a year and receives full information

on the Company’s investment performance, assets,

liabilities and other relevant information in advance

of Board meetings. The Manager, in the absence

of explicit instructions from the Board, is

empowered to exercise discretion in the use of the

Company’s voting rights. All shareholdings are

voted at all meetings worldwide where practicable

in accordance with the Manager’s own corporate

governance policy, which is to seek to maximise

shareholder value by constructive use of votes at

Company meetings and by endeavouring to use its

influence as an investor with a principled approach

to corporate governance.

Throughout the year a number of committees

have been in operation. Those committees are the

Audit Committee, the Management Engagement

Committee, and the Nomination Committee.

The Audit Committee, chaired by Mr Robert Legget,

operates within clearly defined terms of reference,

which are available on request, and comprises all of

the Directors. The duties of the Audit Committee

include reviewing the Annual and Interim Accounts,

Report of the Directors (continued)
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the system of internal controls, and the terms of

appointment of the auditors together with their

remuneration. It is also the forum through which the

auditors report to the Board of Directors and meets

at least twice yearly. The Audit Committee reviews

the scope and results of the audit, its cost

effectiveness and the independence and objectivity

of the auditors, with particular regard to non-audit

fees. Such fees amounted to £8,000 for the year

ended 31 December 2007 (Seventeen months to

31 December 2006: £18,000) and related to the

provision of a review of interim financial information

and taxation services. Notwithstanding such

services, the Audit Committee considers

Ernst & Young LLP to be independent of the

Company.

The Management Engagement Committee, chaired

by Mr David Simpson, operates within clearly

defined terms of reference, which are available on

request, and comprises the full Board and reviews

the appropriateness of the Manager’s continuing

appointment together with the terms and conditions

thereof on a regular basis.

The Nomination Committee, chaired by Mr David

Simpson, operates within clearly defined terms of

reference, which are available on request, and

comprises the full Board convened for the purpose

of considering the appointment of additional

Directors as and when considered appropriate. In

considering appointments to the Board, the

Nomination Committee takes into account the

ongoing requirements of the Company and the need

to have a balance of skills and experience within the

Board.

During the year the performance of the Board,

committees and individual Directors was evaluated

through an assessment process, led by the

Chairman. The performance of the Chairman was

evaluated by the other Directors.

The following table sets out the number of Board and Committee meetings held during the year ended

31 December 2007 and the number of meetings attended by each Director.

Management

Board of Directors Audit Committee Engagement Committee Nomination Committee

Director Held Attended Held Attended Held Attended Held Attended

David Simpson 6 6 3 3 1 1 2 2

Elizabeth Kennedy 3 3 1 1 1 1 – –
(appointed 1 July 2007)

Douglas Kinloch Anderson 6 5 3 2 1 1 2 1

Robert Legget 6 6 3 3 1 1 2 2

John Rafferty 6 6 3 3 1 1 2 2

Individual Directors may, at the expense of the

Company, seek independent professional advice on

any matter that concerns them in the furtherance of

their duties. The Company maintains appropriate

Directors’ and Officers’ liability insurance.

Going Concern

After making enquiries, and bearing in mind the

nature of the Company’s business and assets, the

Directors consider that the Company has adequate

resources to continue in operational existence for

the foreseeable future. For this reason, they continue

to adopt the going concern basis in preparing the

accounts.

Internal Control

The Board is responsible for the Company’s system

of internal control and for reviewing its effectiveness.

The Board has therefore established an ongoing

process designed to meet the particular needs of

the Company in managing the risks to which it is

exposed, consistent with the guidance provided by

the Turnbull Committee, as issued by the Financial

Reporting Council in October 2005. The process is

based principally on the Manager’s existing risk-

based approach to internal control whereby a test

matrix is created that identifies the key functions

carried out by the Manager and other service

providers, the individual activities undertaken within

those functions, the risks associated with each
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activity and the controls employed to minimise those

risks. A residual risk rating is then applied. The test

matrix is regularly updated and the Board is

provided with regular reports highlighting all material

changes to the risk ratings and confirming the action

which has been, or is being, taken. A formal annual

review of these procedures is carried out by the

Audit Committee and includes consideration of

internal control reports issued by the Manager and

other service providers.

Such review procedures have been in place

throughout the financial year and up to the date of

approval of the Annual Report, and the Board is

satisfied with their effectiveness. These procedures

are designed to manage, rather than eliminate, risk

and, by their nature, can only provide reasonable,

but not absolute, assurance against material

misstatement or loss. At each Board meeting the

Board monitors the investment performance of the

Company in comparison to its stated objective, its

peer group and a broad equity market index. The

Board also reviews the Company’s activities since

the last Board meeting to ensure that the Manager

adheres to the agreed investment policy and

approved investment guidelines and, if necessary,

approves changes to such policy and guidelines.

The Board has reviewed the need for an internal

audit function. The Board has decided that the

systems and procedures employed by the Manager,

including its internal audit function and the work

carried out by the Company’s external auditors,

provide sufficient assurance that a sound system of

internal control, which safeguards shareholders’

investments and the Company’s assets, is

maintained. An internal audit function, specific to the

Company, is therefore considered unnecessary.

Relations with Shareholders

The Company welcomes the views of shareholders

and places great importance on communications

with its shareholders. The Manager holds meetings

with the Company’s largest shareholders and

reports back to the Board on these meetings. The

Board is also regularly briefed on shareholder

attitudes by the Company’s brokers. The Chairman

and other Directors are available to meet

shareholders if required. The Annual General

Meeting of the Company provides a forum, both

formal and informal, for shareholders to meet and

discuss issues with the Directors and Manager of

the Company. The Notice for the forthcoming

Annual General Meeting, to be held on 23 May

2008, is set out on pages 44 to 46. The Annual

Report and Notice of Annual General Meeting is sent

to shareholders at least 20 working days before the

meeting.

The Company’s Articles of Association provide that

the holders of A shares are not entitled to receive

notice of, attend or vote at general meetings of the

Company once the NAV per A share is less than

10 pence.

Directors’ Authority to Allot Shares

At the Annual General Meeting of the Company held

on 29 May 2007, a special resolution was passed

which permitted the Directors to allot new B shares

as if Section 89(1) of the Companies Act 1985 did not

apply. (This section requires that, when shares are

allotted for cash, such new shares are first offered to

existing shareholders in proportion to their existing

holdings of shares, this entitlement being known as

‘‘pre-emption rights’’). The renewal of this authority

for allotment without the application of pre-emption

rights is now sought by means of a special resolution

at the forthcoming Annual General Meeting.

Allotments of B shares pursuant to this authority

would enable the Directors to issue shares for cash

to take advantage of changes in market conditions

that may arise, in order to increase the amount of

the Company’s issued share capital. The purpose of

such an increase would be to improve the liquidity of

the market in the Company’s shares and to spread

the fixed costs of administering the Company over a

wider base. The Directors believe that this would

increase the investment attractions of the Company

to the benefit of existing shareholders. They have no

present intention of using this authority, if granted.

No issue of shares would be made which would

dilute the net asset value per share of existing

shareholders.

The resolution required to allot B shares in this way

is set out as resolution 10 in the notice of meeting.

The resolution, if passed, will give the Directors

power to allot for cash B shares of the Company up

to a maximum of £36,141 (being an amount

representing 5 per cent of the total issued B share

capital of the Company as at 31 December 2007)

without the application of the pre-emption rights as

described above. The calculation of the above figure

is in accordance with the limits laid down by the UK

Listing Authority and Investment Protection

Committee guidelines, and the Directors will not use

the authority other than in accordance with the

above guidelines.

The authority contained in resolution 10 will continue

until the Annual General Meeting of the Company in

2009, and the Directors envisage seeking renewal of

this authority in 2009 and in each succeeding year,

subject to such renewals again being in accordance

with the above guidelines.

Report of the Directors (continued)
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Directors’ Authority to Buy Back Shares

The current authority of the Company to make

market purchases of up to 14.99 per cent of the

issued A and B Shares expires at the end of the

Annual General Meeting and resolution 11, as set

out in the notice of the Annual General Meeting,

seeks renewal of such authority. The renewed

authority to make market purchases will be in

respect of a maximum of 14.99 per cent of the

issued A and B Shares of the Company as at the

date of the passing of the resolution (10,056,012

A shares, 10,835,112 B shares). The price paid for

shares will not be less than the nominal value of 1p

per A share or 1p per B share, nor more than the

higher of (i) 5 per cent above the average of the

middle market values of those shares for the five

business days before the shares are purchased and

(ii) that stipulated by Article 5(1) of the Buy-back and

Stabilisation Regulation (EC 2273/2003). This power

will only be exercised if, in the opinion of the

Directors, a purchase will result in an increase in net

asset value per share and be in the interests of

shareholders. Any shares purchased under this

authority may be held in treasury or cancelled.

Adoption of New Articles of Association

It is proposed in resolution 12 to adopt new Articles

of Association (the New Articles) in order to update

the Company’s current articles of association (the

Current Articles) primarily to take account of

changes in UK company law brought about by the

Companies Act 2006. The Company is also

proposing changes to its Current Articles to

incorporate dispute resolution provisions all as

detailed in the Appendix to the Notice of Annual

General Meeting.

The principal changes introduced in the New Articles

are summarised in the Appendix to the Notice of

Annual General Meeting. Other changes, which are

of a minor, technical or clarifying nature and also

some more minor changes which merely reflect

changes made by the Companies Act 2006 have

not been noted in the Appendix to the Notice of

Annual General Meeting. The New Articles showing

all the changes to the Current Articles are available

for inspection, as noted on page 49 of this

document.

Financial Instruments

The Company’s financial instruments comprise its

investment portfolio, cash balances, overdrafts, bank

debt, debtors and creditors that arise directly from

its operations such as sales and purchases awaiting

settlement and accrued income. The financial risk

management objectives and policies arising from its

financial instruments and the exposure of the

Company to risk are disclosed in Notes 20 to 25 to

the Accounts.

Disclosure of Information to Auditors

The Directors confirm that, so far as each of the

Directors is aware, there is no relevant audit

information of which the Company’s auditors are

unaware and the Directors have taken all the steps

that they ought to have taken as Directors in order

to make themselves aware of any relevant audit

information and to establish that the Company’s

auditors are aware of that information.

Auditors

Ernst & Young LLP have expressed their willingness

to continue in office as auditors and a resolution

proposing their re-appointment will be submitted at

the Annual General Meeting.

Individual Savings Accounts

The Company’s shares are qualifying investments as

defined by HM Revenue & Customs’ regulations for

Individual Savings Accounts (including former

Personal Equity Plans). It is the current intention of

the Directors that the Company will continue to

conduct its affairs to satisfy this requirement.

Creditor Payment Policy

The Company’s payment policy is to settle

investment transactions in accordance with market

practice and to ensure settlement of supplier invoices

in accordance with stated terms. The Company did

not have any trade creditors at the year-end.

Environment

The Company’s Manager, F&C Investment Business

Limited, is a leader in the field of socially responsible

investment and, with the support of the Board, actively

engage with investee companies. Environmental

factors are, therefore, where appropriate, taken into

consideration with regard to investment decisions on

behalf of the Company.

Recommendation

The Directors consider that the passing of the

resolutions to be proposed at both the General

Meeting of Holders of A shares and at the Annual

General Meeting is in the best interests of the

Company and its shareholders as a whole and they

unanimously recommend that shareholders vote in

favour of those resolutions.

By order of the Board

F&C Investment Business Limited

Secretaries

80 George Street

Edinburgh EH2 3BU

22 April 2008
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The Board has prepared this report, in accordance

with the requirements of Schedule 7A to the

Companies Act 1985. An ordinary resolution for the

approval of this report will be put to the members at

the forthcoming Annual General Meeting.

The law requires the Company’s Auditors to

audit certain of the disclosures provided. The

auditors’ opinion is included in their report on

pages 24 and 25.

Remuneration Committee

The Nomination Committee fulfils the function of a

Remuneration Committee in addition to its

nomination function. The Nomination Committee

consists of all five non-executive Directors. Their

details are listed on page 11. The Board has

appointed the Company Secretary, F&C Investment

Business Limited to provide information when the

Nomination Committee considers the level of

Directors’ fees.

Policy on Directors’ Fees

The Board’s policy is 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, and have similar investment objectives. It is

intended that this policy will continue for the

foreseeable future.

The fees for the non-executive Directors are

determined within the limits set out in the

Company’s Articles of Association. Non-executive

Directors are not eligible for bonuses, pension

benefits, share options, long-term incentive schemes

or other benefits.

The Nomination Committee carried out a review of

the level of Directors’ fees and recommended that

with effect from 1 January 2008 the Chairman’s fee

increase to £33,000 (2007: £27,000); the Audit

Committee Chairman’s fee increase to £27,500

(2007: £21,000) and Directors’ fees increase to

£22,000 (2007: £18,000).

Directors’ Service Contracts

The non-executive Directors are engaged under

letters of appointment and do not have service

contracts. Each Director has a letter of appointment

setting out the terms and conditions of his

appointment and such letters are available for

inspection. The terms of their appointment provide

that a Director shall retire and be subject to re-

election 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

after that. Any Director who has served on the

Board for more than nine years will offer himself or

herself for re-election annually. There is no notice

period and no provision for compensation upon

termination of appointment.

Date of Due date for
Director Appointment Re-election

David Simpson 28 January 1999 AGM 2008

Elizabeth Kennedy 1 July 2007 AGM 2008

Douglas Kinloch

Anderson 8 December 2000 AGM 2009

Robert Legget 28 January 1999 AGM 2008

John Rafferty 20 March 2000 AGM 2008

Company Performance

The graph overleaf compares the total return

(assuming all dividends are reinvested) to ordinary

shareholders compared to the total shareholder

return on the FTSE All-Share Index. However,

the Board recognises that the FTSE All-Share Index

is not directly correlated with private equity

investment.

Directors’ Remuneration Report
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Directors’ Emoluments for the Year (audited)

The Directors who served during the year received

the following emoluments in the form of fees:

Year to 17 months to
31 December 31 December

2007 2006
£ £

David Simpson 27,000 38,250
(Chairman of the Board)

Elizabeth Kennedy 9,000 –
(Appointed 1 July 2007)

Douglas Kinloch Anderson 18,000 25,500

Robert Legget 21,000 29,750

Sir James McKinnon – 25,500
(Retired 15 December 2006)

John Rafferty* 18,000 25,500

Total 93,000 144,500

*Directors’ fees of £9,000 in respect of John Rafferty were paid

to Burness, of which John Rafferty is a Partner.

Approval

The Directors’ Remuneration Report was approved

by the Board of Directors on 22 April 2008 and

signed on its behalf by

Robert Legget

Director

Share Price Total Return Performance Graph
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Statement of Directors’

Responsibilities in Relation to the

Financial Statements

The Directors are required by law to prepare

financial statements for each financial period which

give a true and fair view of the state of affairs of the

Company as at the end of the financial period and

of the net return for that period.

They are also responsible for ensuring that adequate

accounting records are maintained and that the

assets of the Company are safeguarded and hence

for taking reasonable steps for the prevention and

detection of fraud and other irregularities.

The financial statements have been prepared on a

going concern basis, appropriate accounting policies

have been used and consistently applied and

reasonable and prudent judgements and estimates

have been made in the preparation of the financial

statements, and applicable UK accounting

standards have been followed.

Independent Auditors’ Report to

the Members of F&C Private Equity

Trust plc

We have audited the financial statements of

F&C Private Equity Trust plc for the year ended

31 December 2007 which comprise the Income

Statement, Reconciliation of Movements in

Shareholders’ Funds, Balance Sheet, Cash Flow

Statement and the related notes 1 to 26. 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 is described as having

been audited.

This report is 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 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 United Kingdom law and Accounting

Standards (United Kingdom Generally Accepted

Accounting Practice) as set out in the Directors’

Responsibility Statement.

Our responsibility is 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 properly prepared in accordance with the

Companies Act 1985. We also report to you

whether the information given in the Directors’

Report is consistent with the financial statements.

In addition we report to you if, in our opinion, the

company has not kept proper accounting records, if

we have not received all the information and

explanations we require for our audit, or if

information specified by law regarding directors’

remuneration and other transactions is not

disclosed.

We review whether the Corporate Governance

Statement reflects the company’s compliance with

the nine provisions of the 2006 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

Directors’ Responsibility Statement
and Independent Auditors’ Report
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the board’s statements on internal control cover all

risks and controls, or form an opinion on the

effectiveness of the company’s corporate

governance procedures or its risk and control

procedures.

We read other information contained in the Annual

Report and consider whether it is consistent with the

audited financial statements. The other information

comprises: Company Summary, Financial Highlights,

Performance Summary, Portfolio Summary, Top Ten

Holdings, Chairman’s Statement, Investment

Manager, Manager’s Review, Board of Directors,

Portfolio Holdings, Report of the Directors,

unaudited part of the Directors’ Remuneration

Report, Notice of General Meeting of Holders of

A Shares, Notice of Annual General Meeting, How to

Invest and Corporate Information. We consider the

implications for our report if we become aware of

any apparent misstatements or material

inconsistencies 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 Board. An audit

includes examination, on a test basis, of evidence

relevant to the amounts and disclosures in the

financial statements and the part of the Directors’

Remuneration Report to be audited. It also includes

an assessment of the significant estimates and

judgments made by the Directors in the preparation

of the financial statements, and of whether the

accounting policies are appropriate to the

company’s circumstances, consistently applied and

adequately disclosed.

We planned and performed our audit so as to obtain

all the information and explanations which we

considered necessary in order to provide us with

sufficient evidence to give reasonable assurance that

the financial statements and the part of the

Directors’ Remuneration Report to be audited are

free from material misstatement, whether caused by

fraud or other irregularity 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.

Opinion

In our opinion:

. the financial statements give a true and fair view,

in accordance with United Kingdom Generally

Accepted Accounting Practice, of the state of the

Company’s affairs as at 31 December 2007 and

of its net return for the year then ended;

. 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

. the information given in the Directors’ Report is

consistent with the financial statements.

Ernst & Young LLP

Registered Auditor

Edinburgh

22 April 2008
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Seventeen

months

Year ended ended

31 December 31 December

2007 2006

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

Gains on investments 10 – 57,141 57,141 – 34,622 34,622

Currency losses – (1,343) (1,343) – (58) (58)

Income – franked 2 103 – 103 527 – 527

– unfranked 2 2,915 – 2,915 4,344 – 4,344

Investment management fee 4 (391) (1,994) (2,385) (509) (1,532) (2,041)

Other expenses 5 (631) – (631) (857) (505) (1,362)

Net return before finance costs and taxation 1,996 53,804 55,800 3,505 32,527 36,032

Interest payable and similar charges 6 (17) (49) (66) (31) (93) (124)

Return on ordinary activities before taxation 1,979 53,755 55,734 3,474 32,434 35,908

Taxation on ordinary activities 7 (587) 569 (18) (941) 483 (458)

Return on ordinary activities after taxation 1,392 54,324 55,716 2,533 32,917 35,450

Return per A share – Basic 9 0.60p 19.84p 20.44p 1.05p 9.31p 10.36p

Return per B share – Basic 9 1.37p 56.74p 58.11p 3.21p 46.85p 50.06p

Return per B share – Fully diluted 9 1.34p 55.52p 56.86p 3.20p 46.70p 49.90p

The total column of the income statement is the profit and loss account of the Company. The supplementary revenue and
capital columns are both prepared under guidance published by the Association of Investment Companies.

All revenue and capital items in the above statement derive from continuing operations.

No operations were acquired or discontinued during the year.

A Statement of Total Recognised Gains and Losses is not required as all gains and losses by the Company have been
reflected in the above Income Statement.

Reconciliation of Movements in
Shareholders’ Funds

Year Seventeen

ended months ended

31 December 31 December

2007 2006

£’000 £’000

Opening shareholders’ funds 146,233 82,839

Return on ordinary activities after taxation 55,716 35,450

Dividends paid (3,041) (21,813)

Issue of C Shares – 49,757

Closing shareholders’ funds 198,908 146,233

A more detailed reconciliation of movement in shareholders’ funds is contained in note 17.

The accompanying notes are an integral part of the financial statements.
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As at As at

31 December 31 December

2007 2006

£’000 £’000 £’000 £’000

Investments at fair value

Listed on recognised exchanges 43,984 23,922

Unlisted 150,597 116,354

10 194,581 140,276

Current assets

Debtors 12 789 416

Cash at bank 13 5,822 6,764

6,611 7,180

Creditors

Amounts falling due within one year 14 (1,462) (1,223)

Net current assets 5,149 5,957

Total assets less current liabilities 199,730 146,233

Creditors

Amounts falling due after more than one year 15 (822) –

Net assets 198,908 146,233

Capital and reserves

Called-up ordinary share capital 16 1,394 1,394

Special distributable capital reserve 17 40,000 40,000

Special distributable revenue reserve 17 38,363 38,363

Capital redemption reserve 17 664 664

Capital reserve 17 117,470 63,146

Revenue reserve 17 1,017 2,666

198,908 146,233

Net asset value per A share – Basic 9 44.56p 25.43p

Net asset value per B share – Basic 9 233.82p 178.71p

Net asset value per B share – Fully diluted 9 231.08p 178.06p

The financial statements were approved and authorised for issue by the board on 22 April 2008, and signed

on its behalf by

Robert Legget, Director

The accompanying notes are an integral part of the financial statements.
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Seventeen

Year ended months ended

31 December 31 December

2007 2006

£’000 £’000 £’000 £’000

Operating activities

Net dividends and interest received from investments 1,949 3,919

Interest received from deposits 619 819

Investment management fee (958) (1,507)

Other cash payments (507) (1,402)

Net cash inflow from operating activities 18 1,103 1,829

Servicing of finance

Interest paid (53) (124)

Net cash outflow from servicing of finance (53) (124)

Taxation

Corporation tax paid (550) (312)

Net cash outflow from taxation (550) (312)

Capital expenditure and financial investment

Payments to acquire investments (119,545) (135,780)

Receipts from disposal of investments 122,487 150,304

Cash transferred from acquisition of Discovery Trust – 3,558

Net cash inflow from capital expenditure and

financial investments 2,942 18,082

Equity dividends paid (3,041) (21,813)

Increase/(decrease) in cash 19 401 (2,338)

Reconciliation of net cash flow to movement in

net funds

Increase/(decrease) in cash in the year 19 401 (2,388)

Currency losses 19 (1,343) (58)

Movement in net funds in the year (942) (2,446)

Opening net funds 6,764 9,210

Closing net funds 19 5,822 6,764

The accompanying notes are an integral part of the financial statements.
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1 Accounting policies

(a) The financial statements have been prepared under UK Generally Accepted Accounting Practice (‘UK GAAP’) and in

accordance with guidelines set out in the Statement of Recommended Practice (‘SORP’), revised December 2005,

for investment trusts, issued by the Association of Investment Companies (‘AIC’), except as disclosed below in

note 1e.

(b) Income from equity investments is determined on the date on which the investments are quoted ex-dividend, or

where no ex-dividend date is quoted, when the Company’s right to receive payment is established. Other income

includes any taxes deducted at source. Scrip dividends are treated as unfranked investment income; any excess in

value of the shares received over the amount of the cash dividend is recognised in capital reserves.

Income from fixed interest securities is recognised on a time apportioned basis so as to reflect the effective yield.

(c) Expenses are accounted for on an accruals basis.

(d) The management fee and finance costs are allocated 75 per cent. to capital and 25 per cent. to revenue in

accordance with the Board’s expected long-term split of returns in the form of capital gains and income, respectively.

All other expenses are charged to the revenue account with the exception of the incentive fee which is charged fully

to capital.

Transaction costs incurred on the purchase and sale of investments are taken to the income statement as a capital

item.

(e) Final dividends payable are recognised in the period in which they are irrevocably declared. Interim dividends payable

are recognised in the period in which they are paid.

(f) Realised and unrealised gains and losses on investments and exchange adjustments to overseas currencies are

taken to the capital reserve. Due to the nature of the investments held, the Company is unable to identify within

realised gains those previously recorded as unrealised.

(g) Investments are classified as fair value through profit or loss and are recognised on trade date. Financial assets

designated as fair value through profit or loss are measured initially and at subsequent reporting dates at fair value.

For listed investments this is bid price. Unlisted investments are fair valued by the Directors and determined in

accordance with the International Private Equity and Venture Capital Valuation guidelines. The guidelines are also

followed in respect of the marketability discounts applied to unlisted investments and the valuation and write down of

loan stock. Investments held in foreign currencies are translated at the rates of exchange ruling on the balance sheet

date. Disposals of investments are recognised at the trade date of the transaction.

(h) Revenue received and interest paid in foreign currencies are translated at the rates of exchange ruling on the

transaction date and exchange gains and losses arising on such transactions are taken to the revenue account.

The functional currency of the Company, being its statutory reporting currency, is sterling.

(i) Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance

sheet date where transactions or events that result in an obligation to pay more, or right to pay less, tax in future

have occurred at the balance sheet date. This is subject to deferred tax assets only being recognised if it is

considered more likely than not that there will be suitable profits available from 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 financial statements which are capable of reversal in one or more

subsequent periods. Deferred taxation is measured without discounting and based on enacted tax rates.

(j) As a result of the Company’s reorganisation in August 2001, drawdowns, receipts and income on investments held

prior to that date are now split between A and B share pools on the basis of the proportion of each investment held

by each respective class. Any new investments are allocated 100 per cent. to the B share pool and drawdowns,

receipts and income relating to such investments are attributable wholly to the B share pool. Expenses are split

between A and B share pools on the basis of the ratio of the most recently published net assets of the respective

pools when the expense is incurred, except for items which, by their nature, relate exclusively to a specific pool.

2 Income from investments Seventeen

Year ended months ended

31 December 31 December

2007 2006

£’000 £’000

Income – franked 103 527

Income – unfranked 2,915 4,344

3,018 4,871
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3 Segmental analysis

The Company carries on business as an investment trust, and operates two pools of assets: A and B. The Company’s

Statement of Income and Balance Sheet, on pages 26 and 27, can be analysed as follows:

A Pool B Pool Total

Revenue Capital Total Revenue Capital Total Revenue Capital Total

Year to 31 December 2007 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Gains/(losses) on investments

– realised – 18,984 18,984 – 30,560 30,560 – 49,544 49,544

– unrealised – (4,986) (4,986) – 12,583 12,583 – 7,597 7,597

Currency losses – (748) (748) – (595) (595) – (1,343) (1,343)

Income 742 – 742 2,276 – 2,276 3,018 – 3,018

Expenses (113) (131) (244) (909) (1,863) (2,772) (1,022) (1,994) (3,016)

Interest payable – – – (17) (49) (66) (17) (49) (66)

Return before taxation 629 13,119 13,748 1,350 40,636 41,986 1,979 53,755 55,734

Taxation (227) 189 (38) (360) 380 20 (587) 569 (18)

Return after taxation 402 13,308 13,710 990 41,016 42,006 1,392 54,324 55,716

Seventeen month period to 31 December 2006

Gains on investments

– realised – 5,636 5,636 – 5,374 5,374 – 11,010 11,010

– unrealised – 833 833 – 22,779 22,779 – 23,612 23,612

Currency (losses)/gains – (73) (73) – 15 15 – (58) (58)

Income 1,188 – 1,188 3,683 – 3,683 4,871 – 4,871

Expenses (203) (214) (417) (1,163) (1,823) (2,986) (1,366) (2,037) (3,403)

Interest payable – – – (31) (93) (124) (31) (93) (124)

Return before taxation 985 6,182 7,167 2,489 26,252 28,741 3,474 32,434 35,908

Taxation (278) 64 (214) (663) 419 (244) (941) 483 (458)

Return after taxation 707 6,246 6,953 1,826 26,671 28,497 2,533 32,917 35,450

A Pool B Pool Total

31 December 31 December 31 December 31 December 31 December 31 December

2007 2006 2007 2006 2007 2006

£’000 £’000 £’000 £’000 £’000 £’000

Investments 28,296 15,532 166,285 124,744 194,581 140,276

Inter-pool (creditor)/debtor (22) – 22 – – –

Debtors 397 9 392 407 789 416

Cash 1,393 1,818 4,429 4,946 5,822 6,764

Creditors due within one year (168) (300) (1,294) (923) (1,462) (1,223)

Creditors due after one year – – (822) – (822) –

Net assets 29,896 17,059 169,012 129,174 198,908 146,233
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4 Investment management fee

Seventeen

Year ended months ended

31 December 31 December

2007 2006

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

Investment management fee 391 1,172 1,563 509 1,532 2,041

Incentive fee – 822 822 – – –

391 1,994 2,385 509 1,532 2,041

At the beginning of the financial year the Company’s investment manager was F&C Asset Management plc (‘F&C’). On

18 January 2007 the investment management agreement was novated to F&C Investment Business Limited, a wholly

owned subsidiary of F&C.

F&C Investment Business Limited is entitled to a basic management fee payable quarterly in arrears of 0.7 per cent. per

annum of the relevant assets of the A Pool and 0.9 per cent. per annum of the relevant assets of the B Pool. For the

purposes of the basic management fees, the ‘relevant’ assets are the net assets of the relevant pool plus the amount of

any long-term borrowings undertaken for the purpose of investment in relation to that pool but excluding the value of any

investment in any fund which is managed by the Manager or an associate of the Manager.

F&C Investment Business Limited is entitled to an incentive fee if the internal rate of return per B Share over the

performance period exceeds 8 per cent. per annum. The amount of the incentive fee will be 10 per cent. of the gains in

excess of those required to satisfy the performance condition. The internal rate of return per B Share takes account of all

distributions other than share buy-backs and the fee will be calculated by multiplying the excess gain per share by the

weighted average number of B Shares in issue during the performance period. The performance period commenced on

1 August 2006 and continues until 30 June in any one (to be determined by F&C Investment Business Limited) of the

years 2010 to 2013. The Management Agreement will continue unless and until terminated by either party giving to the

other not less than six months’ notice expiring on 31 July 2007 or at the end of any subsequent calendar month.

The Management Agreement can be terminated by the Company by written notice with immediate effect and no

compensation being payable, if, inter alia, F&C Investment Business Limited ceases to be an authorised person under the

Financial Services and Markets Act 2000, or becomes insolvent, is wound up, has a receiver appointed over the whole or

a substantial part of its assets or is liquidated. In the event that the Company terminates the agreement otherwise than in

accordance with the Management Agreement, F&C is entitled to receive a compensation payment. The compensation

sum shall be an amount equal to the aggregate of (i) 0.7 per cent. of the Net Asset Value of the A Pool; (ii) 0.9 per cent.

of the Net Asset Value of the B Pool, as calculated at the business day prior to such termination becoming effective

reduced pro rata in respect of any period of notice actually given from the date of receipt by F&C Investment Business

Limited of such notice to the effective date or termination.
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5 Administrative expenses
Year Seventeen

ended months ended

31 December 31 December

2007 2006

£’000 £’000

Auditors’ remuneration for:

– audit 19 18

– interim review 5 8

– taxation services 3 6

– other services – 4

Bank charges – 4

Directors’ fees 93 145

Employer’s national insurance contributions 7 10

Legal fees 15 58

Printing and postage 31 22

Registration fees 9 16

Secretarial fee 103 143

Irrecoverable VAT 117 93

Other 229 330

631 857

Other expenses allocated to capital total £nil (2006: £505,000).

6 Interest payable and similar charges

Year Seventeen

ended months ended

31 December 31 December

2007 2006

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

Interest payable on bank loans

and overdrafts 17 49 66 31 93 124

7 Taxation on ordinary activities
Year Seventeen

ended months ended

31 December 31 December

2007 2006

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

(a) Analysis of charge for the year

Prior year under accrual 18 – 18 57 – 57

UK corporation tax 569 (569) – 884 (483) 401

587 (569) 18 941 (483) 458

Taxation relief is allocated between income and capital on the statement of total return using the marginal method in

accordance with the SORP revised December 2005.
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7 Taxation on ordinary activities (continued)

(b) Reconciliation of taxation for the year

The revenue account taxation charge for the year is lower than the standard rate of corporation tax in the UK for an

investment trust, 30 per cent., (2006: 30 per cent.). The table below provides a reconciliation of the respective charges.

Year Seventeen

ended months ended

31 December 31 December

2007 2006

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

Return on ordinary activities

before taxation 1,979 53,755 55,734 3,474 32,434 35,908

Corporation tax at standard

rate of 30 per cent. 594 16,126 16,720 1,042 9,731 10,773

Effects of:

UK franked dividends* (31) – (31) (158) – (158)

Capital returns* – (16,695) (16,695) – (10,369) (10,369)

Expenses not deductible 6 – 6 – 155 155

Tax difference from prior years 18 – 18 57 – 57

587 (569) 18 941 (483) 458

*These items are not subject to corporation tax within an investment trust. At 31 December 2007, there was an

unrecognised deferred tax asset of £42,000 in respect of unutilised expenses carried forward (31 December 2006: nil).

8 Dividends Year Seventeen

ended months ended

31 December 31 December

2007 2006

£’000 £’000

Final A share dividend of 1.20p for year ended 31 July 2005 – 805

Final B share dividend of 1.40p for year ended 31 July 2005 – 548

A share special dividend of 7.50p for year ended 31 July 2005 – 5,031

A share special dividend of 7.50p for year ended 31 July 2006 – 5,031

A share special dividend of 15.50p for period ended 31 December 2006 – 10,398

Interim A share dividend of 1.00p for period ended 31 December 2006 671 –

Interim B share dividend of 2.10p for period ended 31 December 2006 1,518 –

Final B share dividend of 0.40p for period ended 31 December 2006 289 –

Interim A share dividend of 0.30p for year ended 31 December 2007 201 –

Interim B share dividend of 0.50p for year ended 31 December 2007 362 –

3,041 21,813

The final dividend, if approved, to A shareholders will be paid on 23 June 2008 to shareholders on the register on 6 June

2008.

The final dividend, if approved, to B shareholders will be paid on 23 June 2008 to shareholders on the register on 6 June

2008.
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9 Returns and net asset values Year Seventeen Year Seventeen

ended months ended ended months ended

31 December 31 December 31 December 31 December

2007 2006 2007 2006

A Share A Share B Share B Share

Pool Pool Pool Pool

The returns and net asset values per share are based

on the following figures:

Revenue return £402,000 £707,000 £990,000 £1,826,000

Capital return £13,308,000 £6,246,000 £41,016,000 £26,671,000

Net assets attributable to shareholders £29,896,000 £17,059,000 £169,012,000 £129,174,000

Net assets attributable to shareholders � £29,896,000 £17,059,000 £171,557,000 £128,620,000

Number of shares in issue at end of period – Basic 67,084,807 67,084,807 72,282,273 72,282,273

Number of shares in issue at end of period – Fully diluted 67,084,807 67,084,807 74,241,429 73,301,034

Average number of shares in issue during period – Basic 67,084,807 67,084,807 72,282,273 56,929,847

Average number of shares in issue during period – Fully diluted 67,084,807 67,084,807 73,874,739 57,122,585

Year Seventeen

ended months ended

31 December 31 December

2007 2006

Revenue Capital Total Revenue Capital Total

£’000 £’000 £’000 £’000 £’000 £’000

Return per A share – Basic 0.60p 19.84p 20.44p 1.05p 9.31p 10.36p

Return per B share – Basic 1.37p 56.74p 58.11p 3.21p 46.85p 50.06p

Return per B share – Fully diluted 1.34p 55.52p 56.86p 3.20p 46.70p 49.90p

As at 31 December As at 31 December

2007 2006

Net asset value per A share – Basic 44.56p 25.43p

Net asset value per B share – Basic 233.82p 178.71p

Net asset value per B share – Fully diluted 231.08p 178.06p

�After conversion of B warrants

Returns per share are calculated on the average number of shares in each class in issue during the period. Net asset

values per share are calculated on the number of shares in each class in issue at the period end. Note 3 to the financial

statements, on page 30, provides further analysis of the returns and net asset values of the A and B share pools.
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10 Investments As at As at

31 December 31 December

2007 2006

Listed Unlisted Total Listed Unlisted Total

£’000 £’000 £’000 £’000 £’000 £’000

Cost at beginning of period 16,668 119,390 136,058 8,204 85,835 94,039

Movements during the period:

Purchases 57,903 61,642 119,545 112,428 68,991 181,419

Sales (30,708) (91,673) (122,381) (106,000) (44,410) (150,410)

Realised gains (332) 49,876 49,544 2,036 8,974 11,010

Cost at end of the period 43,531 139,235 182,766 16,668 119,390 136,058

Unrealised gains/(losses) 453 11,362 11,815 7,254 (3,036) 4,218

Valuation at end of period 43,984 150,597 194,581 23,922 116,354 140,276

Year ended Seventeen months ended

31 December 2007 31 December 2006

Realised gain on sales 49,544 11,010

Increase in unrealised appreciation 7,597 23,612

Gains on investments 57,141 34,622

The purchases figure for the period of £119,545,000 comprises £22,983,000 paid by the A share pool and £96,562,000

paid by the B share pool. There are no capital calls unsettled at 31 December 2007. The sales figure of £122,381,000

comprises £24,217,000 received by the A pool and £98,164,000 received by the B pool. As at 31 December 2007, the

valuation of the A share investments was £28,296,000 and the B share investments was £166,285,000, giving a total of

£194,581,000.

During the year the Company incurred transaction costs on purchases of quoted stocks of £nil (period to 31 December

2006: £nil) and transaction costs on sales of quoted stocks of £1,453 (period to 31 December 2006: £177,271).

11 Commitments and contingent liabilities

Capital commitments in respect of outstanding calls on investments at 31 December 2007 amounted to £1,872,000 for

the A share pool (2006: £5,243,000) and £138,725,000 for the B share pool (2006: £128,227,000).

12 Debtors 31 December 31 December

2007 2006

£’000 £’000

Due from brokers – 106

Accrued income 648 198

Other debtors 48 112

Taxation 93 –

789 416
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13 Cash at bank 31 December 31 December

2007 2006

£’000 £’000

Sterling trading account (100) 2

Sterling deposit – short-term 5,861 6,093

Euro bank account – 447

US Dollar bank account 61 222

5,822 6,764

14 Creditors: amounts falling due within one year 31 December 31 December

2007 2006

£’000 £’000

Interest accrued 28 15

Due to manager, F&C Investment Business Limited 1,230 625

Accrued expenses 204 144

Taxation – 439

1,462 1,223

15 Creditors: amounts falling due after more than one year 31 December 31 December

2007 2006

£’000 £’000

Due to manager, F&C Investment Business Limited, for incentive fee 822 –

16 Share capital

Equity share capital

At 31 December 2007 there were 67,084,807 A shares and 72,282,273 B shares in issue.

As at 31 December 2007, the total (A shares plus B shares) authorised share capital was 249,516,898 shares

(2006: 249,516,898 shares).

On a winding-up of the Company, after paying all the debts and satisfying all the liabilities attributable to the B pool,

B shareholders shall be entitled to receive by way of capital any surplus assets of the B pool in proportion to their

holdings. In the event that the B pool has insufficient funds to meet all its debts and liabilities, any such shortfall shall be

paid out of any surplus assets attributable to the A pool. Similarly on a winding-up of the Company, A shareholders shall

be entitled to surplus assets of the A pool, with the B pool funding any shortfall the A pool might have when satisfying the

A share debts and liabilities.

31 December 31 December

2007 2006

£’000 £’000

Equity share capital

Issued 67,084,807 A shares 671 671

Issued 72,282,273 B shares 723 723

1,394 1,394
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16 Share capital (continued)

By a Management Warrant Agreement dated 26 July 2001 between the Company and Martin Currie Limited, the

Company granted Martin Currie Limited warrants to subscribe for B Shares. No consideration is payable for these

warrants which entitle Martin Currie Limited to subscribe for up to 5.0 per cent. of the B Shares in issue on 4 September

2001 (that is, to subscribe for up to 1,959,156 B Shares).

The exercise price of these warrants is 129.94p per B Share.

These warrants were intended as a long-term incentive and, subject to certain limited exceptions, will be capable of

exercise at any time after 20 September 2009.

The warrants may not be exercised unless the performance of the Net Asset Value for the B Pool exceeds a benchmark

IRR performance level. The ‘IRR’ represents the compound annual rate of interest which, when applied to a series of

future cash flows, results in a present value equivalent to the fully diluted Net Asset Value per B Share at the date the

warrants came into effect (the ‘Start Date’). The IRR takes into account the movement in quarterly Net Asset Value from

the Start Date to the date of calculation, with the relevant Net Asset Values being the net asset value at the latest

quarterly valuation prior to the Start Date and the Net Asset Value at the latest quarterly valuation prior to the date of

calculation. The warrants may be exercised on a graduated basis as follows:

% of B Shares

in Issue on

4 September

2001 available

% IRR achieved on Exercise

on the B Pool of Warrants

11 to 11.99 1 to 1.99

12 to 12.99 2 to 2.99

13 to 13.99 3 to 3.99

14 to 14.99 4 to 4.99

15 and above 5

Early exercise of the warrants (subject to the benchmark IRR target being achieved) will be permitted in the event that the

Company is taken over or a resolution is presented for its winding up. The Board will also have discretion to permit early

exercise of the warrants in other circumstances that the Board considers exceptional.
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17 Reserves Special Special

Distributable Distributable Capital

Share Capital Revenue Redemption Capital Revenue

Capital Reserve Reserve Reserve Reserve Reserve Total

At 31 December 2006 1,394 40,000 38,363 664 63,146 2,666 146,233

Exchange differences – – – – (1,343) – (1,343)

Net gain on realisation of investments – – – – 49,544 – 49,544

Increase in unrealised appreciation on

investments – – – – 7,597 – 7,597

Management fees charged to capital – – – – (1,994) – (1,994)

Finance costs charged to capital – – – – (49) – (49)

Taxation charged to capital – – – – 569 – 569

Net revenue for the year – – – – – 1,392 1,392

Dividends paid – – – – – (3,041) (3,041)

At 31 December 2007 1,394 40,000 38,363 664 117,470 1,017 198,908

At the EGM on 9 August 2005, shareholders gave approval, subject to Court approval (subsequently obtained in

September 2006) to cancel the share premium account and to transfer the balance to a special distributable revenue

reserve.

The special distributable revenue reserve will give the Company flexibility in returning cash to shareholders over time.

18 Reconciliation of net return before finance costs and taxation to net cash inflow from operating activities

31 December 31 December

2007 2006

£’000 £’000

Net return before finance costs and taxation 55,800 36,032

Gains on investments (57,141) (34,622)

Exchange differences 1,343 58

Decrease in accrued income and other debtors (386) (202)

Increase in other creditors 1,487 563

Net cash inflow from operating activities 1,103 1,829

19 Analysis of changes in net debt

At At

31 December Cash Currency 31 December

2007 Flows Movements 2006

£’000 £’000 £’000 £’000

Cash at bank and on deposit 5,822 401 (1,343) 6,764
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20 Financial instruments

The Company’s financial instruments comprise equity and fixed interest investments, cash balances and liquid resources

including debtors and creditors. As an investment trust the Company holds a portfolio of financial assets in pursuit of its

investment objective. From time to time the Company may make use of borrowings to achieve improved performance in

rising markets. The downside risk of borrowings may be reduced by raising the level of cash balances held.

Quoted fixed asset investments held (see note 10) are valued at bid prices which equate to their fair values. Unquoted

investments are valued by the Directors on the basis of all the information available to them at the time of valuation. The

fair value of all other financial assets and liabilities is represented by their carrying value in the Balance Sheet shown on

page 27.

The Company’s investing activities expose it to various types of risk that are associated with the financial instruments and

markets in which it invests. The most important types of financial risk to which the Company is exposed are market risk,

interest rate risk, liquidity risk, credit risk and foreign currency risk.

The nature and extent of the financial instruments outstanding at the balance sheet date and the risk management

policies employed by the Company are discussed below.

21 Market risk

Market risk embodies the potential for both loss and gains and includes interest rate risk and price risk.

The Company’s strategy on the management of investment risk is driven by the Company’s investment objective as

outlined on page 14. The management of market risk is part of the investment management process and is typical of

private equity investment. The portfolio is managed with an awareness of the effects of adverse price movements through

detailed and continuing analysis, with an objective of maximising overall returns to shareholders. Further information on the

investment portfolio is set out on pages 2, 3, 4, 12 and 13. Investments in unquoted stocks, by their nature, involve a

higher degree of risk than investments in the main market. Some of that risk can be mitigated by diversifying the portfolio

across business sectors and asset classes, and by having a variety of underlying private equity managers. New private

equity managers are only chosen following a rigorous due diligence process. The Company’s overall market positions are

monitored by the Board on a quarterly basis.

2 per cent of the Company’s investments are listed on recognised stock exchanges or traded on AiM. A 5 per cent

increase in stock prices as at 31 December 2007 would have increased the net assets attributable to the Company’s

shareholders and the total profit for the year by £150,000 (2006: £527,000); an equal change in the opposite direction

would have decreased the net assets attributable to the Company’s shareholders and the total profit for the year by an

equal amount.

77 per cent of the Company’s investments are in unquoted partnerships held at fair value. Valuation methodology includes

the application of a Price/Earnings ratio derived from listed companies with similar characteristics. Therefore the value of

the unquoted element of the portfolio is also indirectly affected by price movements on the listed exchanges. A 5 per cent

increase in the valuations of unquoted investments at 31 December 2007 would have increased the net assets attributable

to the Company’s shareholders and the total profit for the year by £7,530,000 (2006: £5,818,000); an equal change in the

opposite direction would have decreased the net assets attributable to the Company’s shareholders and the total profit for

the year by an equal amount.

22 Interest rate risk

Some of the Company’s financial assets are interest bearing, some of which are at fixed rates and some at variable. As a

result, the Company is subject to exposure to fair value interest rate risk due to fluctuations in the prevailing levels of

market interest rates.

Fixed rate

The Company held the following fixed interest investments at 31 December 2007.

2007 2007 2006 2006

2007 average average period 2006 average average period

£’000 interest rate until maturity £’000 interest rate until maturity

Fixed interest portfolio 40,979 5.0% 0.18 years 13,377 6.0% 0.17 years
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22 Interest rate risk (continued)

Floating rate

When the Company retains cash balances the majority of the cash is held in deposit accounts. The average interest rate

on cash balances held at 31 December 2007 was 5.3 per cent. (2006: 5.0 per cent.). The benchmark rate which

determines the interest payments received on cash balances is the bank base rate for the relevant currency.

On 30 April 2007 the Company entered into a five year £40 million multi currency revolving credit facility with The Royal

Bank of Scotland. At 22 April 2008 the amount of the facility that was drawn down was £nil.

An increase of 25 basis points in interest rates as at the reporting date would have decreased the net assets attributable

to the Company’s shareholders and the total profit for the year by £146,000 (2006: £169,000). A decrease of 25 basis

points would have had an equal but opposite effect.

23 Liquidity risk

The Company’s financial instruments include investments in unlisted equity investments which are not traded in an

organised public market and which generally may be illiquid. As a result, the Company may not be able to liquidate

quickly some of its investments in these instruments at an amount close to their fair value in order to meet its liquidity

requirements, including the need to meet outstanding undrawn commitments, or to respond to specific events such as

deterioration in the creditworthiness of any particular issuer.

The Company’s listed securities are considered to be readily realisable as they are predominantly UK Government Stock.

Short term flexibility is achieved where necessary through the use of the revolving credit facility as described above.

The Company’s liquidity risk is managed on an ongoing basis by the Investment Manager in accordance with policies and

procedures in place as described in the Report of the Directors on page 16. The Company’s overall liquidity risks are

monitored on a quarterly basis by the Board.

The Company maintains sufficient investments in cash and readily realisable securities to pay accounts payable and

accrued expenses.

24 Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it

has entered into with the Company. The Investment Manager has in place a monitoring procedure in respect of

counterparty risk which is reviewed on an ongoing basis. The carrying amounts of financial assets best represents the

maximum credit risk exposure at the balance sheet date.

At the reporting date, the Company’s financial assets exposed to credit risk amounted to the following:

2007 2006

£’000 £’000

Investments in fixed interest instruments 40,979 13,377

Cash and cash equivalents 5,822 6,764

Interest, dividends and other receivables 789 416

47,590 20,557

Credit risk arising on fixed interest instruments is partially mitigated by investing in UK Government Stock.

Credit risk on unlisted investments is considered to be part of market risk as disclosed in note 21.

Credit risk arising on transactions with brokers relates to transactions awaiting settlement. Risk relating to unsettled

transactions is considered to be small due to the short settlement period involved and the high credit quality of the

brokers used. The Manager monitors the quality of service provided by the brokers used to further mitigate this risk.
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24 Credit risk (continued)

All the assets of the Company which are traded on a recognised exchange are held by Northern Trust (NT), the

Company’s custodian. Bankruptcy or insolvency of the custodian may cause the Company’s rights with respect to

securities held by the custodian to be delayed or limited. The Board monitors the Company’s risk by reviewing the

custodian’s internal control reports.

Substantially all of the cash held by the Company is held by NT. Bankruptcy or insolvency of NT may cause the

Company’s rights with respect to the cash held by NT to be delayed or limited. The Board monitors the Company’s risk

by reviewing regularly NT’s internal control reports as previously described. Should the credit quality or the financial

position of NT deteriorate significantly the Investment Manager would move the cash holdings to another bank.

There were no significant concentrations of credit risk to counterparties at 31 December 2007 or 31 December 2006.

25 Foreign currency risk

The Company invests in overseas securities and holds foreign currency cash balances which give rise to currency risks.

It is not the Company’s policy to hedge this risk on a continuing basis but it may do so from time to time.

Foreign currency exposure:

2007 2007 2006 2006

Investments Cash Investments Cash

£’000 £’000 £’000 £’000

US Dollar 28,986 61 33,068 222

Euro 55,354 – 45,653 447

Total 84,340 61 78,721 669

If the value of sterling had weakened against both of the currencies in the portfolio by 5 per cent, the impact on the profit

or loss would have been positive £4.2 million (2006: positive £3.8 million). If the value of sterling had strengthened against

both of the currencies in the portfolio by 5 per cent, the impact on the profit or loss would have been negative £4.2 million

(2006: negative £3.8 million). The calculations are based on the portfolio valuation and cash and loan balances as at the

respective balance sheet dates and are not representative of the year as a whole.

26 Contingent asset

The Association of Investment Companies and JPMorgan Claverhouse Investment Trust plc lodged a joint appeal in 2004

for the payment of management fees by investment trusts to be treated as exempt from VAT. In June 2007 the European

Court of Justice (‘ECJ’) found in favour of the appellants, declaring that investment trusts should be treated as special

investment funds and thus exempted from VAT on management fees. HM Revenue & Customs (‘HMRC’) has announced

that it will not appeal against the ECJ decision.

Both the Company’s current and previous Manager have submitted protective claims to HMRC in respect of all prior

periods which might fall within the scope of the ECJ ruling and in which VAT was collected from the Company to the

Manager. The Company expects to recover VAT of approximately £350,000 paid on management fees since June 2005.

The mechanics and, in particular, the timing of any recovery is so uncertain, however, that it has not been recognised as

an asset in the accounts. A further recovery is expected to be made of VAT paid on management fees before July 2005.

In addition to the uncertainties referred to above the amount of this further recovery is currently not known. It has not

been recognised as an asset in the accounts.
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NOTICE IS HEREBY GIVEN that a general meeting

of holders of the A shares of 1p each in the

Company will be held at the office of F&C Asset

Management plc, 80 George Street, Edinburgh

EH2 3BU on 23 May 2008 at 11.45 am to transact

the following business:

To consider and, if thought fit, pass the following

resolution which will be proposed as an Ordinary

Resolution:

Ordinary Resolution

To declare a dividend of 0.3 pence per share in

respect of A shares.

By order of the Board

F&C Investment Business Limited

Secretaries

80 George Street

Edinburgh

EH2 3BU

22 April 2008

Notes

1. This document is important and requires your immediate
attention. If you are in any doubt as to the action to be taken,

you should seek personal financial advice from your

independent financial advisor authorised under the Financial

Services and Markets Act 2000 if you are resident in the

United Kingdom or, if not, from another appropriate

independent financial advisor.

2. If you have sold or otherwise transferred all your A shares in

F&C Private Equity Trust plc, please forward the document,

together with the form of proxy enclosed, at once to the

purchaser or transferee or to the stockbroker, bank or other

agent through whom the sale or transfer was effected for

transmission to the purchase or transferee. If you have sold or

otherwise transferred only part of your holding of shares you

should retain these documents.

3. Only holders of A shares (A Shareholders) are entitled to

attend and vote at the meeting.

4. A Shareholders are entitled to appoint a proxy to exercise all or

any of their rights to attend and to speak and vote on their

behalf at the meeting. An A Shareholder may appoint more

than one proxy to vote at the meeting provided that each

proxy is appointed to exercise the rights attached to a different

share or shares held by that Shareholder. A proxy need not be

a shareholder of the Company.

5. Proxy forms must be lodged not less than 48 hours before the

meeting with the Company’s registrars, Capita Registrars, The

Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU.

Completion of the form of proxy does not preclude a member

from attending the meeting and voting in person.

6. Pursuant to regulation 41 of the Uncertificated Securities

Regulations 2001, the Company has specified that to be

entitled to attend and vote at the meeting (and for the

purposes of determining the number of votes they may cast),

A Shareholders must be entered on the register of members

48 hours before the time fixed for the adjourned meeting or, if

the Company gives notice of the adjourned meeting, at any

other time specified in that notice.

7. Any person to whom this notice is sent who is a person

nominated under section 146 of the Companies Act 2006 to

enjoy information rights (a Nominated Person) may, under an

agreement between him/her and the A Shareholder by whom

he/she was nominated, have a right to be appointed (or to

have someone else appointed) as a proxy for the meeting. If a

Nominated Person has no such proxy appointment right or

does not wish to exercise it, he/she may, under any such

agreement, have a right to give instructions to the

A Shareholder as to the exercise of voting rights.

8. The statement of the rights of A Shareholders in relation to the

appointment of proxies in paragraphs 4 and 5 above does not

apply to Nominated Persons. The rights described in these

paragraphs can only be exercised by shareholders of the

Company.

9. As at 22 April 2008 (being the last business day prior to the

publication of this Notice), there were 67,084,807 A shares in

the capital of the Company in issue, each carrying one vote at

a meeting of the A Shareholders.

10. In order to facilitate voting by corporate representatives at the

meeting, arrangements will be put in place at the meeting so

that:

(i) if a corporate shareholder has appointed the chairman of

the meeting as its corporate representative to vote on a

poll in accordance with the directions of all of the other

corporate representatives for that shareholder at the

meeting, then on a poll those corporate representatives

will give voting directions to the chairman and the

chairman will vote (or withhold a vote) as corporate

representative in accordance with those directions; and

Notice of General Meeting of
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(ii) if more than one corporate representative for the same

corporate shareholder attends the meeting but the

corporate shareholder has not appointed the chairman of

the meeting as its corporate representative, a designated

corporate representative will be nominated from those

corporate representatives who attend, who will vote on a

poll and the other corporate representatives will give

voting directions to that designated corporate

representative.

Corporate shareholders are referred to the guidance issued by

the Institute of Chartered Secretaries and Administrators on

proxies and corporate representatives (www.icsa.org.uk) for

further details of this procedure.

11. In accordance with the Company’s Articles of Association

holders of B shares do not have the right to vote on a

declaration of a dividend in respect of the A shares.

12. [CREST members who wish to appoint a proxy of proxies

through the CREST electronic proxy appointment service may

do so by using the procedures described in the CREST

Manual. CREST Personal Members or other CREST sponsored

members, and those CREST members who have appointed a

service provider(S), should refer to their CREST sponsor or

voting service provider(s), who will be able to take the

appropriate action on their behalf.

13. In order for a proxy appointment or instruction made using the

CREST service to be valid, the appropriate CREST message

(a CREST Proxy Instruction) must be properly authenticated in

accordance with CRESTCo’s specifications, and must contain

the information required for such instruction, as described in

the CREST Manual. The message, regardless of whether it

constitutes the appointment of a proxy or is an amendment to

the instruction given to a previously appointed proxy must, in

order to be valid, be transmitted so as to be received by the

issuer’s agent (ID RA10) by the latest time for receipt of proxy

appointments specified in note 2 above. For this purpose, the

time of receipt will be taken to be the time (as determined by

the timestamp applied to the message by the CREST

Application Host) from which the Issuer’s agent is able to

retrieve the message by enquiry to CREST in the manner

prescribed by CREST. After this time any change of

instructions to proxies appointed through CREST should be

communicated to the appointee through other means.

14. CREST members and, where applicable, their CREST

sponsors, or voting service providers should note that

CRESTCo does not make available special procedures in

CREST for any particular messages. Normal system timings

and limitations will, therefore, apply in relation to the input of

CREST Proxy Instructions. It is the responsibility of the

CREST member concerned to take (or, if the CREST member

is a CREST personal member, or sponsored member, or has

appointed a voting service provider, to procure that his

CREST sponsor or voting service provider(s) take(s)) such

action as shall be necessary to ensure that a message is

transmitted by means of the CREST system by any particular

time. In this connection, CREST members and, where

applicable, their CREST sponsors or voting system providers

are referred, in particular, to those sections of the CREST

Manual concerning practical limitations of the CREST system

and timings.

15. The Company may treat as invalid a CREST Proxy Instruction

in the circumstances set out in Regulation 35(5)(a) of the

Uncertificated Securities Regulations 2001.
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Notice is hereby given that the Ninth Annual General

Meeting of F&C Private Equity Trust plc will be held

at the offices of F&C Asset Management plc, 80

George Street, Edinburgh EH2 3BU, on 23 May

2008 at 12 noon to transact the following business.

To consider and, if thought fit, pass the

following as Ordinary Resolutions:

1. To receive the Report of the Directors and the

financial statements for the year ended

31 December 2007.

2. To approve the Directors’ Remuneration Report

for the year ended 31 December 2007.

3. To declare a dividend of 0.85 pence per share

in respect of B shares.

4. To elect Elizabeth Kennedy, who retires at the

first Annual General Meeting following her

appointment, as a Director.

5. To re-elect John Rafferty, who retires by

rotation, as a Director.

6. To re-elect David Simpson, who retires annually,

as a Director.

7. To re-elect Robert Legget, who retires annually,

as a Director.

8. To re-appoint Ernst & Young LLP as auditors.

9. To authorise the Directors to determine the

remuneration of the auditors for the year ending

31 December 2008.

and to transact any other Ordinary Business of the

Company.

To consider and, if thought fit, pass the

following resolutions as Special Business of the

Company:

Special Resolution:

10. That the Directors be and they are hereby

empowered pursuant to section 95 of the

Companies Act 1985 (the ‘‘Act’’) to allot equity

securities (as defined in section 94 of the Act)

pursuant to the authority conferred upon them

at the Annual General Meeting of the Company

in 2006 as if section 89(1) of the Act did not

apply to any such allotment provided that the

power conferred by this resolution shall be

limited to the allotment of B shares having a

nominal amount not exceeding £36,141 (being

an amount equal to 5 per cent. of the total

issued B share capital of the Company as at

31 December 2007). Unless previously varied,

revoked or renewed, the authority hereby

conferred shall expire at the conclusion of the

Annual General Meeting of the Company in

2009, save that the Company may, before the

expiry of any power contained in this resolution,

make an offer or agreement which would or

might require equity securities to be allotted

after such expiry and the Directors may allot

equity securities in pursuance of such an offer

or agreement as if the power conferred hereby

had not expired.

Special Resolution:

11. That the Company be and it is hereby

authorised in accordance with section 166 of

the Companies Act 1985 to make market

purchases (within the meaning of section 163 of

the said Act) of A shares and B shares,

provided that:

(a) the maximum number of A shares hereby

authorised to be purchased shall be

10,056,012;

(b) the maximum number of B shares

authorised to be purchased shall be

10,835,112;

(c) the minimum price which may be paid for a

share shall be 1p;
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(d) the maximum price exclusive of expenses

which may be paid for a share shall be not

more than the higher of (i) 5 per cent. above

the average of the market value of an

A share (if an A share is being purchased) or

of a B share (if a B share is being

purchased) for the five business days

immediately preceding the date of purchase

and (ii) that stipulated by Article 5(1) of the

Buy-back and Stabilisation Regulation

(EC 2273/2003); and

(e) unless previously varied, revoked or

renewed, the authority hereby conferred

shall expire at the conclusion of the Annual

General Meeting of the Company in 2009,

save that the Company may, prior to such

expiry, enter into a contract to purchase

shares under such authority which will or

might be executed wholly or partly after the

expiration of such authority and may make a

purchase of shares pursuant to any such

contract.

12. That the Articles of Association produced to

the meeting and initialled by the chairman of

the meeting for the purpose of identification be

adopted as the Articles of Association of the

Company in substitution for, and to the

exclusion of, the existing Articles of

Association.

By order of the Board

F&C Investment Business Limited

Secretaries

80 George Street

Edinburgh EH2 3BU

22 April 2008
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Notes
1. This document is important and requires your immediate

attention. If you are in any doubt as to the action to be taken,

you should seek personal financial advice from your

independent financial advisor authorised under the Financial

Services and Markets Act 2000 if you are resident in the

United Kingdom or, if not, from another appropriate

independent financial advisor.

2. If you have sold or otherwise transferred all your shares in F&C

Private Equity Trust plc, please forward this document,

together with the form of proxy enclosed, at once to the

purchaser or transferee or to the stockbroker, bank or other

agent through whom the sale or transfer was effected for

transmission to the purchaser or transferee. If you have sold or

otherwise transferred only part of your holding of shares, you

should retain these documents.

3. Members are entitled to appoint a proxy to exercise all or any

of their rights to attend and to speak and vote on their behalf

at the meeting. A shareholder may appoint more than one

proxy in relation to the Annual General Meeting provided that

each proxy is appointed to exercise the rights attached to a

different share or shares held by that shareholder. A proxy

need not be a shareholder of the Company.

4. Proxy forms must be lodged not less than 48 hours before the

meeting with the Company’s registrars, Capita Registrars, The

Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU.

Completion of the form of proxy does not preclude a member

from attending the meeting and voting in person.

5. Pursuant to regulations 41 of the Uncertificated Securities

Regulations 2001, the Company has specified that to be

entitled to attend and vote at the meeting (and for the

purposes of determining the number of votes they may cast),

members must be entered on the register of members at

6.00 pm on 21 May 2008. If the meeting is adjourned then, to

be so entitled, members must be entered on the register of

members 48 hours before the time fixed for the adjourned

meeting or, if the Company gives notice of the adjourned

meeting, at any other time specified in that notice.

6. Any person to whom this notice is sent who is a person

nominated under section 146 of the Companies Act 2006 to

enjoy information rights (a ‘‘Nominated Person’’) may, under

an agreement between him/her and the shareholder by whom

he/she was nominated, have a right to be appointed (or to

have someone else appointed) as a proxy for the Annual

General Meeting. If a Nominated Person has no such proxy

appointment right or does not wish to exercise it, he/she may,

under any such agreement, have a right to give instructions to

the shareholder as to the exercise of voting rights.

7. The statement of the rights of shareholders in relation to the

appointment of proxies in paragraphs 3 and 4 above does not

apply to Nominated Persons. The rights described in these

paragraphs can only be exercised by shareholders of the

Company.

8. As at 22 April 2008 (being the last business day prior to the

publication of this Notice) the Company’s issued share capital

consists of 72,282,273 B shares (carrying one vote each).

Therefore, the total voting rights in the Company as at 22 April

2008 are 72,282,273 votes, in respect of the B shares only.

9. In order to facilitate voting by corporate representatives at the

meeting, arrangements will be put in place at the meeting so

that (i) if a corporate shareholder has appointed the chairman

of the meeting as its corporate representative to vote on a poll

in accordance with the directions of all of the other corporate

representatives for that shareholder at the meeting, then on a

poll those corporate representatives will give voting directions

to the chairman and the chairman will vote (or withhold a vote)

as corporate representative in accordance with those

directions; and (ii) if more than one corporate representative for

the same corporate shareholder attends the meeting but the

corporate shareholder has not appointed the chairman of the

meeting as its corporate representative, a designated

corporate representative will be nominated, from those

corporate representatives who attend, who will vote on a poll

and the other corporate representatives will give voting

directions to that designated corporate representative.

Corporate shareholders are referred to the guidance issued by

the Institute of Chartered Secretaries and Administrators on

proxies and corporate representatives (www.icsa.org.uk) for

further details of this procedure.

10. In accordance with the Company’s Articles of Association

holders of B shares do not have the right to vote on a

declaration of a dividend in respect of the A shares.

11. CREST members who wish to appoint a proxy or proxies

through the CREST electronic proxy appointment service may

do so by using the procedures described in the CREST

Manual. CREST Personal Members or other CREST sponsored

members, and those CREST members who have appointed a

service provider(s), should refer to their CREST sponsor or

voting service provider(s), who will be able to take the

appropriate action on their behalf.

12. In order for a proxy appointment or instruction made using the

CREST service to be valid, the appropriate CREST message (a

‘‘CREST Proxy Instruction’’) must be properly authenticated in

accordance with CRESTCo’s specifications, and must contain

the information required for such instruction, as described in

the CREST Manual. The message, regardless of whether it

constitutes the appointment of a proxy or is an amendment to

the instruction given to a previously appointed proxy must, in

order to be valid, be transmitted so as to be received by the

issuer’s agent (ID RA10) by the latest time for receipt of proxy

appointments specified in note 2 above. For this purpose, the

time of receipt will be taken to be the time (as determined by

the timestamp applied to the message by the CREST

Application Host) from which the issuer’s agent is able to

retrieve the message by enquiry to CREST in the manner

prescribed by CREST. After this time any change of

instructions to proxies appointed through CREST should be

communicated to the appointee through other means.

13. CREST members and, where applicable, their CREST

sponsors, or voting service providers should note that

CRESTCo does not make available special procedures in

CREST for any particular message. Normal system timings and

limitations will, therefore, apply in relation to the input of

CREST Proxy Instructions. It is the responsibility of the CREST

member concerned to take (or, if the CREST member is a

CREST personal member, or sponsored member, or has

appointed a voting service provider, to procure that his CREST

sponsor or voting service provider(s) take(s)) such action as

shall be necessary to ensure that a message is transmitted by

means of the CREST system by any particular time. In this

connection, CREST members and, where applicable, their

CREST sponsors or voting system providers are referred, in

particular, to those sections of the CREST Manual concerning

practical limitations of the CREST system and timings.

14. The Company may treat as invalid a CREST Proxy Instruction

in the circumstances set out in Regulation 35(5)(a) of the

Uncertificated Securities Regulations 2001.
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Explanatory Notes of Principal Changes to the Company’s Articles of Association

1. CHANGE OF NAME OF THE A SHARES AND

THE B SHARES

The A shares and the B shares are being re-

designated as ‘restricted voting shares’ and

‘ordinary shares’ respectively. The rights of each

class of share are unaffected.

2. ARTICLES WHICH DUPLICATE STATUTORY

PROVISIONS

Provisions in the Current Articles which replicate

provisions contained in the Companies Act

2006 are in the main amended to bring them

into line with the Companies Act 2006. Certain

examples of such provisions include provisions

as to the form of resolutions and provisions

regarding the period of notice required to

convene general meetings. The main changes

made to reflect this approach are detailed

below.

3. FORMOF RESOLUTION

The Current Articles contain a provision that,

where for any purpose an ordinary resolution is

required, a special or extraordinary resolution is

also effective and that, where an extraordinary

resolution is required, a special resolution is also

effective. This provision is being amended as

the concept of extraordinary resolutions has not

been retained under the Companies Act 2006.

The Current Articles enable members to act by

written resolution. Under the Companies Act

2006 public companies can no longer pass

written resolutions. These provisions have

therefore been removed in the New Articles.

4. VARIATIONOF CLASS RIGHTS

The Current Articles contain provisions

regarding the variation of class rights. These are

considered to be compliant with the

proceedings and specific quorum requirements

for a meeting convened to vary class rights

contained in the Companies Act 2006.

5. CONVENING EXTRAORDINARY AND ANNUAL

GENERALMEETINGS

The provisions in the Current Articles dealing

with the convening of general meetings and the

length of notice required to convene general

meetings are being amended to conform to new

provisions in the Companies Act 2006. In

particular a general meeting to consider a

special resolution can be convened on 14 days’

notice whereas previously 21 days’ notice was

required. The New Articles also reflect the fact

that the chairman of a general meeting no

longer has a casting vote.

6. QUORUMREQUIREMENTS

The Companies Act 2006 provides in general

terms that the quorum for a general meeting be

calculated by reference to the numbers of

‘‘qualifying persons’’ who are present at the

meeting, which includes an individual who is a

member of the Company, a person authorised

to act as the representative of a corporation and

a person appointed as proxy of a member. As

before, it is proposed that the quorum for a

general meeting will be two but, in line with the

Companies Act 2006, the New Articles make

clear that there will be no double counting for

qualifying persons who are representatives of

the same corporation of proxies of the same

member.

7. VOTESOFMEMBERS

Under the Companies Act 2006 proxies are

entitled to vote on a show of hands whereas

under the Current Articles proxies are only

entitled to vote on a poll. A proxy also has a

statutory right under the Companies Act 2006

to speak at any general meeting. Multiple

corporate representatives may be appointed

(but if they purport to exercise their rights in

different ways, then the power is treated as not

being exercised). The New Articles reflect each

of these new provisions. The Current Articles

comply with the requirements of the Companies
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Act 2006 in respect of time limits for the

appointment or termination of a proxy

appointment.

8. AGEOF DIRECTORSONAPPOINTMENT

The Current Articles contain a provision limiting

the age at which a director can be appointed.

Such provision could now fall foul of the

Employment Equality (Age) Regulations 2006

and so has been removed from the New

Articles.

9. CONFLICTS OF INTEREST

The Companies Act 2006 sets out directors’

general duties which largely codify the existing

law but with some changes. Under the

Companies Act, from 1 October 2008 a director

must avoid a situation where he has, or can

have, a direct or indirect interest that conflicts,

or possibly may conflict with the company’s

interests. The requirement is very broad and

could apply, for example, if a director becomes

a director of another company or a trustee of

another organisation. The Companies Act 2006

allows directors of public companies to

authorise conflicts and potential conflicts, where

appropriate, where the articles of association

contain a provision to this effect. The

Companies Act 2006 also allows the articles of

association to contain other provisions for

dealing with directors’ conflicts of interest to

avoid a breach of duty. The New Articles give

the directors authority to approve such

situations and to include other provisions to

allow conflicts of interest to be dealt with in a

similar way to the current position.

There are safeguards which will apply when

directors decide whether to authorise a conflict

or potential conflict. First, only directors who

have no interest in the matter being considered

will be able to take the relevant decision, and

secondly, in taking the decision the directors

must act in a way they consider, in good faith,

will be most likely to promote the company’s

success. The directors will be able to impose

limits or conditions when giving authorisation if

they think this is appropriate.

It is also proposed that the New Articles should

contain provisions relating to confidential

information, attendance at board meetings and

availability of board papers to protect a director

being in breach of duty if a conflict of interest or

potential conflict of interest arises. These

provisions will only apply where the position

giving rise to the potential conflict has previously

been authorised by the directors. It is the

Board’s intention to report annually on the

Company’s procedures for ensuring that the

Board’s powers to authorise conflicts are

operated effectively.

10. NOTICE OF BOARDMEETINGS

Under the Current Articles, when a director is

abroad he can request that notice of directors’

meetings are sent to him at a specified address

in the United Kingdom and if he does not do so

he is not entitled to receive notice while he is

away. This provision has been removed, as

modern communications mean that there may

be no particular obstacle to giving notice to a

director who is abroad. It has been replaced

with a more general provision that a director is

treated as having waived his entitlement to

notice, unless he supplies the Company with

the information necessary to ensure that he

receives notice of a meeting before it takes

place.

11. PROVISION FOR EMPLOYEES IN CESSATION

OF BUSINESS

The Companies Act 2006 provides that the

powers of the directors to make provision for a

person employed or formerly employed by the

company in connection with the cessation or

transfer to any person of the whole or part of

the undertaking of the company may be

exercised by the directors or by the company in

general meeting, subject to the inclusion in the

company’s articles of a provision to this effect.

The Current Articles contain such a provision
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and are considered to be compliant with the

Companies Act 2006 in this respect.

12. ELECTRONIC ANDWEB COMMUNICATIONS

Provisions of the Companies Act 2006 which

came into force in January 2007 enable

companies to communicate with members by

electronic and/or website communications. The

New Articles continue to allow communications

to members in electronic form and, in addition,

they also permit the Company to take

advantage of the new provisions relating to

website communications. Before the Company

can communicate with a member by means of

website communication, the relevant member

must be asked individually by the Company to

agree that the Company may send or supply

documents or information to him by means of a

website, and the Company must either have

received a positive response or have received

no response within the period of 28 days

beginning with the date on which the request

was sent. The Company will notify the member

(either in writing, or by other permitted means)

when a relevant document or information is

placed on the website and a member can

always request a hard copy version of the

document or information.

13. DIRECTORS’ INDEMNITIES AND LOANS TO

FUND EXPENDITURE

The Companies Act 2006 has in some areas

widened the scope of the powers of a company

to indemnify directors and to fund expenditure

incurred in connection with certain actions

against directors. The existing exemption

allowing a company to provide money for

the purpose of funding a director’s defence in

court proceedings now expressly covers

regulatory proceedings and applies to

associated companies.

14. GOVERNING LAWAND JURISDICTION

The New Articles provide that the courts of

Scotland are to have exclusive jurisdiction.

The governing law of the New Articles is

expressed to be Scots law.

15. REMOVAL OF REFERENCE TO C SHARES

The rights attaching to C shares in the

Company have now lapsed as the C shares

have converted to B shares. References to C

shares and their rights have therefore been

deleted throughout the New Articles.

16. GENERAL

Generally the opportunity has been taken to

bring clearer language into the New Articles and

in some areas to conform the language of the

New Articles. Where numbered statutory

provisions are mentioned, these have been

updated to make reference to the appropriate

sections of the Companies Act 2006.

The New Articles will be available for inspection

from 22 April 2008 until the close of the Annual

General Meeting at the offices of both F&C

Investment Business Limited, 80 George Street,

Edinburgh EH2 3BU and the Company’s

Solicitors, Dundas & Wilson LLP, North West

Wing, Bush House, Aldwych WC2B 4EZ.
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As well as investing in F&C Private Equity Trust plc directly through a stockbroker, you can enjoy some

additional benefits by investing through one of the savings plans run by F&C Management plc.

You can enjoy the convenience of making regular savings by Direct Debit, take advantage of our tax-efficient

ISA wrapper, receive a simple statement every six months and let us automatically reinvest your dividends

for you.

. F&C Private Investor Plan

A flexible, low cost way to invest with a lump sum

from £500 or regular savings from £50 a month.

. F&C lnvestment Trust ISA

Invest up to £7,200 tax efficiently each year with

a lump sum from £500 or regular savings from

£50 a month. You can also transfer any existing

ISAs (including former PEPs).

. F&C Child Trust Fund (‘CTF’)

F&C is a leading provider of children’s investment

plans and is currently the only provider to offer an

investment trust based CTF. Suitable for children

born after 1 September 2002.

. F&C Children’s lnvestment Plan

Suitable for older children ineligible for a CTF, or if

you need access to the funds before the child is

18. This flexible plan can easily be written under

trust to help reduce inheritance tax liability.

Investments can be made from a £250 lump sum

or £25 a month.

Potential investors are reminded that the value of investments and the income from them may go down as

well as up and you may not receive back the full amount originally invested. Tax rates and reliefs depend on

the circumstances of the original investor.

Low charges

All the plans are low cost and flexible. When you buy or sell shares in these plans the dealing fee is only

0.2%. Government stamp duty of 0.5% also applies on purchases. There are no initial or exit charges. The

only annual management fee is on the ISA, which is £60+VAT (no matter how many tax years’ ISAs you

take out with F&C, or how many lSAs you transfer).

The F&C Child Trust Fund has no initial charges, dealing charges or annual management fee.

How to invest

For more information on any of these products, please contact F&C’s Investor Services Team:

Call us on 0800 136 420

email at info@fandc.com

invest online at www.fandc.com

Existing plan holders’ enquiry line

0845 600 3030

The information on this page has been approved by F&C Management Limited which is authorised and regulated by the Financial Services

Authority (‘FSA’). Stock market and currency movements may cause the value of shares and income from them to fall as well as rise and investors

may not get back the amount originally invested.

Or write to:

F&C

Freepost RLRY-LYSR-KYBU

Clandeboyne Business Park

West Circular Road

Bangor BT19 1AR

Calls may be recorded.

How to Invest
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I/We (name in full)
(BLOCK LETTERS PLEASE)

of (address in full)
(BLOCK LETTERS PLEASE)

being (a) member(s) of F&C Private Equity Trust plc, hereby appoint the Chairman of the meeting, or�

as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of F&C Private Equity

Trust plc (The ‘‘Company’’), to be held at the offices of F&C Asset Management plc, 80 George Street,

Edinburgh EH2 3BU on 23 May 2008 at 12 noon, on the following Resolutions to be submitted to the

meeting and at any adjournment thereof.

Please indicate with an ‘X’ in the appropriate spaces how you wish your votes to be cast. Unless

otherwise instructed, the proxy will vote as he thinks fit or abstain.

Ordinary Resolutions For Against
Vote

Withheld

1. To receive the Report of the Directors and the financial statements for the

period to 31 December 2007.

2. To approve the Directors’ Remuneration Report for the period to 31 December

2007.

3. To approve payment of a final dividend of 0.85 pence per B Ordinary Share.

4. To elect Ms Kennedy as a Director.

5. To re-elect Mr Rafferty, who retires by rotation, as a Director.

6. To re-elect Mr Simpson, who retires annually, as a Director.

7. To re-elect Mr Legget, who retires annually, as a Director.

8. To re-appoint Ernst & Young LLP as Auditors.

9. To authorise the Directors to fix the remuneration of the Auditors for the year

ending 31 December 2008.

Special Resolutions

10. To renew the Directors’ authority to disapply statutory pre-emption rights.

11. To renew the Directors’ authority to buy-back shares.

Ordinary Resolution

12. To approve the revised Articles of Association.

Signature

Dated this day of 2008

Notes

*Only B Shareholders are entitled to attend or vote at the Annual General Meeting.

�You may, if you wish, in the space provided insert the name(s) of the person(s) of your choice to attend and vote at the meeting on
your behalf.

In the case of a corporation, the proxy must be either under its common seal or under the hand of an officer.

In order to have effect, the proxy must be deposited at the Company’s Registrars, Capita Registrars, Proxy Department, PO Box 25,
The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4BR at least 48 hours before the time of the meeting or any adjournment
thereof together where appropriate with the power of attorney under which it is signed or a notarially certified copy of such power.

In the case of a joint holding, a proxy need only be signed by one joint holder. If more than one such joint holder lodges a proxy only
that of the holder first on the Register will be counted.

Any alterations made in this proxy should be initialled.

Completion of a proxy shall not prevent a shareholder from attending the Annual General Meeting and voting in person should you
decide to do so.
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SECOND FOLD

RESPONSE LICENCE No.
Licence MB 122

Capita Registrars (Proxy Department)

PO Box 25

Beckenham

Kent BR3 4BR

THIRD FOLD AND TUCK IN
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Directors

David Simpson (Chairman)

Elizabeth Kennedy

Douglas Kinloch Anderson

Robert Legget

John Rafferty

Investment Manager and secretaries

F&C Investment Business Limited

80 George Street

Edinburgh EH2 3BU

Telephone 0207 628 8000

Auditors

Ernst & Young LLP

Ten George Street

Edinburgh EH2 2DZ

Bankers

The Northern Trust Company

50 Bank Street

Canary Wharf

London E14 5NT

Lloyds TSB Scotland plc

Henry Duncan House

120 George Street

Edinburgh EH2 4LH

Association of Investment Companies (AIC)

AIC

9th Floor

24 Chiswell Street

London EC1Y 4YY

Telephone 020 7282 5555

website www.itsonline.co.uk

F&C Private Equity Trust plc is a member of the AIC.
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Corporate Information



Registered Office:

80 George Street

Edinburgh EH2 3BU

Tel: 020 7628 8000

Fax: 0131 225 2375

Registrars

Capita Registrars

The Registry

34 Beckenham Road

Beckenham

Kent BR3 4TU

Telephone 0870 162 3100

website www.capitaregistrars.com


