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Company Summary

The Company

The Company 1s an nvestment trust lts shares are
hsted on the Official List and traded on the London
Stock Exchange The Company I1s a member of the
Association of Investment Companies (‘AICG") and 1s a
constituent of the AIC Global Growth & Income sector

Total assets less current habilities {excluding borrowings)
at 30 September 2007 were £605 1 million

Objective and Investment Policy

The investment objective of the Company is to achieve
a total return In excess of a composite index, weighted
as to 75 per cent FTSE All Share Index and 25 per
cent FTSE World (ex UK) Index, by investing principally
in a dversfied international portfolic of equities and
equity related securties Within this overall objective,
the Company ams to mantan a progressive dividend
policy which will be dependent upon, inter aha, the rate
of revenue growth within the investment portfolio, and
the level of dvidend cover

The Company's investment policy 1s contained within
the Business Review on pages 19 and 20
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Management

The Board has appointed F&C Investment Business
Limited as investment managers The notice perod s
six months Further detals of the management
contract are provided in the Notes to the Accounts

Capital Structure

The Company's capital structure consists of Ordinary
Shares In addition, the Company has £60 million
6 625 per cent Bonds 2008 and £60 millon 6 25 per
cent Bonds 2031 in 1ssue

How to Invest

The investment managers operate a number of
investment plans which faciitate investment in the
shares of the Company Detals are contaned on
page 47

ISA/PEP Status
The Company's shares are eligible for ISAs and PEP
transfers and can continue to be held in existing PEPs

Website
The Company's intemet address 15 www bntish
assets co uk




Financial Highlights for the Year

e Dividend increase of 4 O per cent
e Share price total return of 10 5 per cent

e Net asset value total return of 9 7 per
cent

Performance Summary

30 September 30 September
2007 2006 % change

Total Retumn (note 1)

Net asset value (note 2) 97% 109%
Ordinary Share price 10 5% 9 2%
Composite index (note 3) 12.5% 13 2%
FTSE All Share index 12.2% 14 7%
FTSE World {ex UK} Index 13 3% 89%
Capital Values
Net asset value 161 4p 152 5p +5 8%
Ordinary Share price 140 8p 132 5p +6 3%
Revenue and Dividends
Revenue per Ordinary Share 57p 63p 9 5%
Dvidends per Ordinary Share 5 706p 5 486p +4 0%
Dividend Yield 41% 41%
Discount — Basic 12.8% 131%
- Debt adjusted (note 4) 11 5% 10 5%
Geanng - Net of cash (note 5) 150% 203%
- Equity geanng {note &) 84% 13 6%
Total Expense Ratbo {as percentage of shareholders’ funds)
Management (excluding performance fee}, marketing and other expenses 0 63% 062%
o™
Year’s Highs/Lows 9 w
Net asset value 169 9p 146 3p
Qrdmnary Share price 153 5p 130 5p
Discount (basic) 54% 14 8%
Notes
1 Al total returmn calculabions are on a vield basis with dwidends renvested
2 Net asset value total retum s calculated as the total retum attributable to an Ordinary Share
3 Composite index of 75 per cent FTSE All Share Index and 25 per cent FTSE World {ex UK) Index
4 Discount of share pnce to net asset value with debt at market value
5 Gearng net of cash Investments — Sharehclders Funds
8 Equity geanng Equity Investments  Shareholders’ Funds

Sources F&C Investment Business AIC and Datastrearmn
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Chairman’s Statement

Global stockmarkets made good progress during
the year ended 30 September 2007 with the result
that the Company and its composite benchmark
ndex have both delvered five consecutive years of
positive total retums

The Company's net asset value total retumn for the
year was 9 7 per cent The share price total retum
was 105 per cent and the Company I1s agan in a
position of being able to increase its dvidend, with
the Board recommending an increase of 40 per
cent for the year

The net asset value total return of 97 per cent
compares with a total return of 12 5 per cent from
the Company's composte benchmark mdex of
75 per cent FTSE All Share Index and 25 per cent
FTSE World (ex UK) index Overseas stock selection,
asset allocation, gearng and share buy backs all
made positve contrbutons dunng the year
However, these gans were more than offset by the
performance n the UK and the retums from the
corporate bond portfolio
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For most of the year, markets were supported by
strong corporate earnings and dwidend growth,
together with ongoing mergers and acguisitions
activity Markets also benefited from signs that there
was unlikely to be a severe economic slowdown in
the US However, in the summer months, increasng
concemns over the US sub prme mortgage debt
market caused panic In credit markets and a sham
increase n market volatlty, particularly amongst
financial stocks It 1s already clear that the hquidity
cnsis which followed 1s likely to have an adverse
effect on growth forecasts, as well as hampenng
actvity by hedge fund and prvate equity investors
who typically rely on borrowings to  fund
Investments

The best retums withun the portfolo came from the
Pacrfic (ex Japan) and Europe (ex UK} regions which
have both benefited from strong economic growth
and good comporate eamings Led by China, the
Pacific region 15 becoming a key contnbutor to
global growth

As previously announced, a new manager of the UK
portfolo was appointed from within the F&C UK
equities team during the year, and this was followed
by a period of improved performance Unfortunately,
towards the end of the year, performance suffered in
the wake of the llguidity crisis as the Company has
significant exposure to financial stocks, including
Northem Rock, which are an important contributor
to the revenue account Notwithstanding the
underperformance for the year, the Board beleves
that the change in UK manager will result in
improved performance in this important part of the
overall portfolo

Although outperforming 1its composite benchmark
index, retums from the corporate bond portfolio
were less than equities dunng the year, principally as
a result of fears of defaults caused by the lquidity
cnsis One of the man and continung reasons for
having an exposure to corporate bonds 1s the
benefit this provides to the Company's revenue
account




Chairman’s Statement (continued)

The following table provides a breakdown of the
estimated contrbutions to the net asset value total
retum for the year

Attnbution of Return

Market/benchmark retum 12 5%
Stock selection

UK equities -21

UK equities — cost of portfolic

re alignment 04

QOverseas squities 01
Regional asset allocation 04
Corporate bonds 07
Geanng/cash 04
Share buy backs 02
Expenses 07

Bntish Assets Trust net asset value
total retum 97%

Earnings and Dmdends

The Company’'s revenue eamings per share for the
year were 5 7p (2006 6 3p) First, second and third
interm dmwidends, each of 1356p per Ordinary
Share, were paid on 10 April, 8 July and 5 October
2007 respectvely

During the year the Company continued to benefit
from strong dividend growth from its investee
companies, n particular within the UK, as wel as
from the receipt of a number of spectal dividends
Having reviewed the revenue outcome for the year
and considered carefuly the Company’s revenue
forecast for the forthcoming year, the Board 15
pleased to recommend a final dwvdend of 1 638p
per Ordinary Share in respect of the year ended
30 September 2007, payable on 11 January 2008 to
shareholders on the register at close of business on
14 December 2007 This brings the total dwdend in
raspect of the year to 5 706p per Ordinary Share, an
increase of 4 0 per cent from the previous year

The Board considers the Company’s dividend vield
to be one of its key attractions As at 30 September
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2007, the yield of 4 1 per cent was some 41 per
cent higher than the FTSE All Share Index vield of
2 9 per cent

Gearning

At the end of the year the Company’s geanng, net
of cash, was 150 per cent, which compares with
20 3 per cent as at 30 September 2006 The level of
gearing was represented by 8 4 per cent in equities
and 6 6 per cent in corporate bonds As a reflection
of ther cautious view on markets, the Managers
reduced the level of net geanng during the year by
raising cash from the UK and Japanese portfolios

The Company’s borrowings are represented by two
£60 milion bonds, one of which 18 due for
repayment in March 2008 and the other in 2031 It
18 the Board’s current intention to replace n full, or
In part, the 6 625 per cent 2008 bond The Board
has considered a number of options and currently
favours replacing the 2008 bond with a more flexible
form of borrowing

More detaled information about the Company's
borrowings can be found in notes 11 and 12 to the
accounts

Share Buy Backs

Dunng the year the Company purchased 7,500,000
shares for cancellation, equivalent to 2 4 per cent of
the shares In 1ssue as at 30 September 2008, for an
aggregate consideration of £11 2 miion These buy
backs enhanced the net asset value by 05p per
share

The Company will seek 1o renew Its share buy back
authonty at the forthcoming Annual General Meeting

Board Composition

Durng the year, the Board conducted a detaled
revew of ts compostion Of the fve Directors
excluding the Chairman, three will have served for
more than nine years at the time of the forthcoming
Annual General Meeting

The Combined Code on Corporate Govemance
encourages boards to have at least half of ther



number, excluding the charman, with service of less
than nine years The Board has therefore embarked
on a process 1o appoint a new non executive
Director within the next few months

In addition, | will retre at the Annual General
Meeting in 2009 Plans are in hand as regards my
SUCCESSION

Annual General Meeting

The Annual General Mesting will be held at 12 noon
on Tuesday 18 December 2007, at the offices of
F&C Asset Management plc, 80 George Street,
Edinburgh, and will be followed by a presentation
from the Managers This 1S a good opporturity for
shareholders to meet the Directors and Managers
and we therefore encourage you to attend The
Notice of Annual General Meeting can be found on
pages 48 and 49

Shareholders wiil find a proxy form at the back of
the Annual Report, and a form of drection 1s
enclosed for those who hold shares through the
F&C savings plans Shareholders whe are unable to
attend the Annual General Meeting are encouraged
to complete and retum ther forms to the
Cormpany's registrars to ensure that ther votes are
represented at the Meeting
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VAT on Management Fees

The European Court of Justice ruling in June 2007,
that investment trusts should be regarded as special
investment funds, has recently been accepted n
pnnciple by HM Revenue & Customs, although a
number of legal and procedural matters reman to
be resolved As a result of this decsion,
management fees pad by the Company will not be
subject to VAT n future In addition, the Company
will be able to recover some of the VAT suffered in
the past on management fees although at this stage
the amount 1s uncertan

Qutlook

Following the events of recent months the
immediate outlook for global growth and financial
markets remans uncertan Untl the full impact of
the liguidity crisis s clearer, market volatihty 18 likely
to continue, particulady amongst financial stocks
However, prospects for corporate profits remamn
reasonable and equity valuations are at far levels by
histornc standards The Board 1s therefore hopeful
that further gains can be made In the year ahead

WR E Thomson
Chairman
16 November 2007

e



Investment Managers and
Investment Process

Julie Dent Investment Manager joined F&C Asset
Management plc (‘F&C’) n 1986 and was appointed
Investment Manager of British Assets Trust in 2001
She 1s Head of Global Egutes {Ednburgh) of F&C
and has over 21 years’ expenence in managing
international equites

Investment Managers

Bntish Assets Trust plc 18 managed by F&C
Investment Business Limited, a wholy owned
subsichary of F&C F&C 1s a leading asset manager
In both the UK and Europe with £103 5 bilion under
management as at 30 September 2007 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 clents

Britsh Assets Trust plc

Investment Process

Brtish Assets Trust plc invests prncipaly in a
dwersified intermational portfollo of eguites and
equity related secunties

In managng the portfolio emphasis 1s placed on
both regional asset allocation, with reference to the
Company’'s investment objective, and active stock
selection in the regional sub portfollos Most of the
Company’s investments are secunhies traded on the
London Stock Exchange



Managers' Review

Introduction

In the year to 30 September 2007, the Company’s
net asset value total retum was 97 per cent, which
compares to a retum of 125 per cent from s
composite benchmark index (75 per cent FTSE
Alt Share Index and 25 per cent FTSE World (ex UK)
Index) The Company’s share price total retum was
10 5 per cent

[t has been another reasonable year for stockmarkets
Similar to last year the first half of the financial year
saw strong retums with a setback in the second half
The Company’s revenue account benefited from good
dvidend growth and a number of special dvidends

Asset allocation made a positive contnbution, as did
overseas stock selection The turmoll in credit
markets over the summer hurt performance in the
UK equity and corporate bond portfolios

At 30 September 2007 the Company had gearing,
net of cash, of 150 per cent (ncluding equiy
gearng of 8 4 per cent and 6 6 per cent invested in
corporate bonds) Geanng compnses a £60 millon
6 625 per cent 2008 debenture and a £60 milion
6 25 per cent 2031 debenture

The highest stockmarket returns came from the
Pacific region outside of Japan, as shown in the
table below

Over the summer, nsing defaults n the US sub
prhme housing market, In which indviduals with poor
credt histories were able to homow for house
purchases, caused senous concems over the

Stockmarket Total Returns - Year to 30 September 2007 £

FTSE All Share Index

FTSE World (ex UK) Index
FTSE North America Index
FTSE Europe (ex UK) Index
FTSE Pacific {ex Japan) Index
FTSE Japan Index

creditworthiness of institutions engaged in sub prime
business These concerns quickly affected the wider
tntemational financial system and the resuftant threat
to financial stability led to central bank intervention

In the past two months, the US Federal Reserve
Bank has reduced interest rates by 075 per cent,
in order to lmit the adverse economic effects of
tighter credit condtions In the UK and Europe,
steps were taken to ease restnctions on inter bank
lending, and although netther the Bank of England
nor the European Central Bank have reduced
interest rates, the actions of the central banks,
taken together, have brought some stability to world
stockmarkets

Nevertheless, the outlook for worid economies
remains uncertan Growth in the UK 1s likely to slow
down from cument levels, as higher mnterest
payments and restncted credt affect consumer
spending Growth i the US 1s already slowng,
due to a housing recession which 18 reducing
consumer spending The world, however, 1s no
longer as dependent on the US economy as
htherto Whie US consumption 15 subdued,
consumer spencing N Brazl, Russa, Indm, and
especially China 18 growing quickly Paradoxically,
the strengih of these economies s helping the US,
where net exports are contnbuting to growth for the
first tme i many years FEuropean growth 1s
satisfactory although 1t is slowing shghtly Japan
continues to show sold, although slow, growth,
while the rest of Asia remains buoyant

Local

Currency

% %

122 122
133 1B4
83 172
201 172
403 4186
{(34) 26

Source Datastream {figures stated are iolal returns)

Annual Report and Acceunts 2007



Managers' Review (continued)

Asset Allocation as the cnsis in credit markets took hold As a resuit,
Dunng the year we increased cash levels, reducing the Company's gearng to equities {represented by
exposure to the UK, and to a lesser extent to Japanese  eguity investments as a percentage of shareholders’
equiies This reflected our more caubous view funds) fell from 136 per cent at the start of the
towards stockmarkets, particularly over the summer  financial year to 8 4 per cent at 30 September 2007

Asset Allocation

The asset allocation of the Company 1s shown n the table below

30 September 2007 30 September 2006
Share Share

Benchmark holders' Totat holders’ Total

3000 07 Funds Assets Funds Assets

Asset Class % % % % %

UK Equsties 75.0 77.2 62.0 85.0 678
Overseas Equities

- North America 138 129 103 123 98

— Europe (ex UK} 61 81 65 62 50

- Pacific (ex Japan) 27 61 49 40 32

- Japan 24 41 33 61 49

Total Overseas Equities 250 312 25.0 286 22.9

Total Equities 1000 108.4 870 113.6 90.7

Corporate Bonds - 66 53 67 53

Net current assets - - 77 - 40

Actual Geanng - (15 Oy - (20 3} —

Total 1000 100.0 1000 100.0 1000

Potential Gearing - (24 6) - (25 4) -

The table below shows the equity weightings by sector in the benchmark and the portfolio as at
30 September 2007

Total UK QOverseas

Benchmark Equities Equities Equities
FTSE Sector % % % %
Oil & Gas 138 144 120 24
Basic Matenals g2 62 45 17
Industnals 88 103 59 44
Consurner Goods 98 75 47 28
Health Care 71 64 46 18
Consumer Services 106 88 62 28
Telecommunications 63 61 47 14
Utilities 42 83 73 10
Financials 268 268 204 64
Technology 34 52 09 43
Total 100.0 100.0 71.2 28.8

British Assets Trust plc



Sub Portfolic Reports

UK - Major Holdings

Market % Total
Company Nature of Business Value £m Investments
BP Q1 & Gas Producers 306 54
Vodafone Group Telecommunications 249 45
Royal Dutch Shefl Ol & Gas Producers 154 28
HSBC Holdings Banks 144 26
AsilraZeneca Pharmaceuticals 129 23
Anglo American Mining 127 23
Centrica Utiliies 123 22
BAE Systemns Aerospace & Defence 15 20
Standard Life European Private Equsty Trust Investment Trust 13 20
GlaxoSmithKline Pharmaceuticals 111 20

The UK portfoilo returmned 8 1 per cent over the year,
under performing the FTSE All Share Index by
3 6 per cent

There was a sharp divergence In retums across
sectors, with resources, telecoms and chemicals
seeing very strong retums whilst the banking and
health care sectors fell over the penod After several
years of out performance by medum sized
companias, this year there was Iittle difference, with
the FTSE Mid 250 Index retuming 12 @ per cent

Foliowng a period of mproved performance for the
UK portfolio in the first six months of 2007, the
credit cnisis over the summer, which resulted in the
ndiscrminate seling of financial and  consumer
stocks, hit performance hard The Company has a
significant exposure to financial stocks In the UK as
they make an mportant contnbution o revenue
This hurt performance, particularly the collapse in
the share price of Northem Rack, which represented
approximately half of the underperformance
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UK companies generally reman in good shape with
strong company balance shests and good cash
fow The most recent results season saw most
companies report eamings that ether met or
exceeded expectatons, news to which the markets
Dwvidend  growth
contnued to exceed expectatons as companies

responded  favourably has
have contnued to return cash to shareholders as

ordinary and speciat dividends

The outloock for the UK economy 1$ deteriorating
sightly Househalds are facing higher mterest rate
costs coupled with credit
conditons Ewidence 1s bulding that the housing
market has finally started to slow Mortgage rates

less favourable

have been nsing for a year and first tme house
buyers are paying a higher proportion of net
ncome In interest than at any tme since 1991
With growth slowng and inflaton easing, UK
Interest rates are expected to decline from cument
levels next year
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Managers' Review (continued)

North Amenca - Major Holdings

Market % Total
Comparny Nature of Business Value £m Investments
Exxon Mobil Oil & Gas Producers 26 05
Cisco Systems Tecnnology Hardware & Equipment 20 04
American International Group Non Life Insurance 20 04
Schering Plough Pharmaceutical & Biotech 20 03
Dun & Bradstreet Media 19 03

The North Amencan portfolio returned 4 3 per cent
over the year, underperforming the FTSE North
Amenca Index by 3 7 per cent, reflecting poor stock
selection n the financiat and industnal sectors

The North Amencan markets had a reasonable year,
but returns for stering based investors were eroded
as the dollar weakened The resource and energy
sectors performed well, but financiai stocks,
particulary banks, undemerformed due to weakness
in the housing and mortgage markets

Although the housing slowdown had a negative
impact on employment and consumer confidence,
wider economic fundamentals remained sncouraging,

Europe (ex UK) - Major Holdings

with statistics on nion manufactunng actvity, industrial
producton and capacity utiisaton all incicating solid
growth

Whilst corporate eamings forecasts reman good, we
beleve that the impact of the detenorating housing
market on consumer confidence and spending has
not yet been fully feit Inflation expectations have
eased, gving the Federal Reserve Bank more
flexibiity on interest rates However, it 1S not yet
clear f we are n the early stages of a prolonged
penod of falling nterest rates Aganst this backdrop,
we expect US stockmarkets to reman volatile and
we favour larger growth companies

Market % Total
Company Nature of Business Value Em Investments
Siemens Electronic & Electrical Equipment 11 02
Societe Generate Banks 10 02
Stepstone Support Services 10 02
Arques Industries General Financal 09 01
Axis Communications Technology Hardware & Equipment 09 01

The Europe (ex UK) portfolio retumed 30 6 per cent
over the year, outperforming the FTSE Europe {ex
UK) Index by 8 7 per cent

European markets continued to deliver good retums
over the twelve months to 30 September 2007 with
the FTSE Eurcpe (ex UK) Index retuming 201 per
cent The German stockmarket benefted from an

British Assets Trust plc

smproving economic backdrop and delivered the
highest country retums over the year The
Norwegian stockmarket also outperformed, as ol
service companies rebounded, supported by higher
ol prices At the sector level, resources, basic
matenals, autos and utities performed well Similar
to elsewhere, banks and pharmaceuticals had a
poor year



Following a period of good growth for the Eurozone
economies n late 2006 and early 2007, recent
news has been a Ittle disappontng GDP In the
second quarter was below expectations German
busness confidence fell to the lowest level since
February 2006 as the euro’s gamns aganst the
the past vyear eroded export
competitiveness  Although corporate fundamentals
have remaned sold, the effects of market turmoil

dollar In

over the summer have caused the European
Central Bank (ECB") to reconsider further interest
rate tghtening Although Eurozone economic data
has been lacklustre, the ECB has mantaned is

Pacific {ex Japan} — Major Holdings

growth expectatons of 25 per cent in 2007 and
2 3 per cent In 2008

So far, European companies outside the financial
sector have not reported changes to ther outlook
Navertheless, we expect some deteroration, and the
banking sector looks set to be particutarly affected
by tighter credit conditions and fower volumes of
higher margin products On a more positive note,
job creation remans healtthy and most European
consurners will not be faced with lower house
prces Therr higher savings rates provide a cushion
aganst possible further economic shocks

Market % Total
Company Nature of Business Value Em Investments
Cnooc 01 & Gas Producers 15 03
Silicon Precision Technology Hardware & Equipment 14 02
G SEngineering Construction & Matenals 14 a2
Keppel General Industrial 13 D2
China Mobile Mobile Telecoms 13 02

The Pacific (ex Japan) portfolio retumed 57 8 per rates, nsing foreign exchange reserves and

cent over the year, outperforming the FTSE AW
Paciic {ex Japan, Australa, New Zealand) Index by
62 per cent Stock selection in Korea, Tawan and
Singapore were the key drivers of performance

The Asian markets had an outstanding vyear,
shruggng off the credit problems in developed
markets over the summer and nsing to al tme
highs Historically, export demand, particularly to
the US, has been the man driver of growth in the
region, but this 1s now changing Growth In Asia
remains robust and recent economic and corporate
eamings suggest domestic demand, particularly
consumer spending, 1 growing The countries of
the regon now generally have strong cumrent
account surpluses, low levels of debt, high savings
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strengthening currencies

The Chinese stockmarket led the way dunng the
year with the MSCI China Index retuming 114 9 per
cent (stering adusted) over the twelve months to
30 September 2007 After three decades of
uninterrupted  economic  expansion, China  has
become a key dniver of global growth The growth of
its cities, absorbing millons of rural migrants each
year, has translated into a huge demand for
resources, lifting the global price of commodities such
as copper, nickel and iron ore Atthough consumption
continues to grow more slowly than investment and
exports, China has become a highly promising
new market for multnational businesses ranging from
car manufacturers to fast food companies

1
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Managers' Review

Japan - Major Holdings

(continued)

Market % Total
Company Nature of Business Value £m Investments
Toyota Motor Automobiles & Paris 11 02
Sumitomo Mitsul Financial Banks 10 02
Tokyo Tatemono Real Estate 08 01
Mitsubishi UFJ Financial Banks (433] 01
East Japan Rallway Travel & Leisure 07 Q1

The Japan portfolio retumed negatve 113 per cent
over the year, underperforming the FTSE Japan
Index by 8 1 per cent, reflecting the decision to be
underweight In cyclical sectors

The Japanese stockmarket had a poor year with the
FTSE Japan Index retuming just 2 6 per cent In local
currency and negative 3 4 per cent In sterling terms
over the year as the yen weakened further Small
and medum szed companies contnued to
underperform, with the Tokyo 2nd Market Index
returning negative 17 4 per cent

The Japanese economy Is continuing a slow but solid
recovery In growth, with the deflation problems easing
shightly Japan will continue ta benefit from exports to
Asia, imitng the impact of any US slowdown It could
be next year before we see a recovery In personal

British Assets Trust plc

consumption, as sluggish wage growth continues o
deter individuals from spending The Bank of Japan
passed over the chance to increase interest rates in
August, gven the financial market turmoil at the
time, but remans confident that the country’s
economic recovery will not be deraled

Whilst the stockmarket has disappointed this year, it
1s worth remembering that Japan remains the largest
economy N a dynamic growth region where intra
regional trade 1s expanding fast Whist the
competitive threat from Asia 18 growing, Japanese
companies remain the global leaders in several
areas, particularly i automobiles and specialist
machinery Generally, profitability 1s improving, with
companies Increasingly focused on shareholder
value This has resulted in higher levels of dvidends
and share buy backs



Corporate Bonds

The corporate bond portfolio returmed 2 3 per cent
over the year, outperforming the 65 per cent Memil
Lynch Stering Non Giits/35 per cent European
Currency High Yield composite benchmark index by
0 8 per cent

The portfolio 18 currently defensively posiioned, with
18 per cent In govemment bonds and 24 per cent in
high yield bonds This has benefited the portfolio In
what has been a very difficult year in credit markets

The pressures from US sub prme mortgages and
excessive leverage elsewhers finally overwhelmed
financial markets, causing severe hquidity problems
throughout the global financial system This had an
immediate adverse impact on  bhond values
However, the ability to trade in secondary financial
markets was also severely hampered as participants
sought further clarfication on how markets had
been affected Initally, the spotight
Amencan morgage firms such as Countrywide, but
this soon tumed to the UK, with Northem Rock
being the most high profile casualty Some signs of
stability retumed in September following central
bank intervention

was on

Overall Outlook

The outlook for and global
stockmarkets 1s very uncertain and 1s bikely to remain

world  growth
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so for some time Investors in both the eguty and
credit markets are lkely to pay more attention to
corpeorate and macro economic fundamentals This
suggests more focus on large companies with good
eamings wvisibiity and strong balance sheets
Financial stocks will reman volatle unt! we have a
clearer picture of the impact on earmnings and
dividends of the credit cnsis However, we believe
that equity valuatons are reasonable by historic
standards Although we expect slower eamings
growth, companies generally are financially sound
and we expect that the growth from Asa,
particutarly China, will remain strong

At present we consider that holding a defensive
stock portfolio and reducing gearing i1s the correct
approach Longer term, provided we can obtain the
ncome we need to meet our dvidend reguirements,
we mntend moving more assets into the higher
growth emerging markets, particularly in Asia The
focus here 18 very much on capital growth, whilst
contnuing to take the bulk of our iIncome from the
UK market and bonds

Julie Dent
Investment Manager
F&C Investment Business Limited

16 November 2007
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Investment Portiolio

Company

Valuation
£'000

% of Total
Invest
ments

% of
Portfalio
Income

Country
of Incor

% Change
in Dmvidend

poration  2006-2007"

2006
Valuation
£'000

BP
BP 15 one of the warld’s largest integrated ol and
gas companies

30,457

54

63

UK

01

32,193

Vodafone Group
Vodafone 1s the largest giobal provider of mobile
felecommunication services

24,935

45

54

UK

18,162

Royal Dutch Shell
Royal Dutch Shell 1s one of the world’s largest
integrated oif and gas companies

15,435

28

15

UK

40

25,390

HSBC Holdings
HSBC provides a comprehensive range of banking
and related financial services on a global basis

14,388

26

38

UK

133

27,574

AstraZeneca
AstraZenseca s ihvolved in the research,
manufacture and sale of phamaceuticals

12,885

23

26

UK

24 1

11.477

Anglo American

Anglo Amencan s a global minng and natural
resources company

12,660

23

39

UK

19 ot

9,605

Centrica
Centrica 1s the UK's leading integrated gas
and electnicity supply busness

12,327

22

21

UK

76

6,803

BAE Systems

BAE Systems s a defence and aercspace company
delivenng a range of products and support services

for ar, land and naval services

11,608

20

16

UK

97

4,996

Standard Life European Private

Equity Trust
Standard Life European Private Equity Trust nvests
in a portfolio of predominantly European phvate
equity funds

11,250

20

07

UK

333

9,150

GlaxoSmithKhne
GlaxoSmithKline 1s a globat manufacturer and
marketer of pharmaceutical products

11,056

20

24

UK

87

21,384

Ten largest equity investments

156,902

28.1

303

166,734

* Brtish Assets Trust’s financial years to 30 September 2007 and 2006

1 Exciudes special dwidends

Brtish Asseats Trust pic



Company % of % of Counitry
Valuation Total Portfolio of
Nature of Business £'000 Investments Income Ingorporation
Barclays Banks 10,8689 20 17 UK
Prudential Life Assurance 10,748 19 19 UK
Royal Bank of Scotland Banks 10,129 18 15 UK
Unilever Food Producers & Processors 9,790 18 18 UK
National Gnd Utimes 9,017 16 30 UK
Imperial Tobacco Group Tohacco 8,989 16 21 UK
Scottish & Southern Energy Electncity 8,562 15 c4 UK
United Utilities Utilities 8,456 15 18 UK
Standard Chartered Banks 8,300 15 13 UK
BG Group QOIl & Gas Producers 7,859 14 14 UK
Twenty largest equity investments 249,641 447 472
Aviva Life Insurance 7.657 14 10 UK
Lonmin Minng 7,357 13 06 UK
Land Secunties Real Estate 6,441 12 06 UK
Man Group General Financial 6,346 11 - UK
Catties Genera! Financial 6,206 11 11 UK
Resolution Life Insurance 5,783 10 05 UK
Standard Lite Life Insurance 5,770 10 05 UK
Intercontmental Hotels Travel & Lesure 5,560 10 09 UK
Rolls Royce Aerospace & Defence 5,520 10 UK
Carn Energy Cil & Gas Producers 4,920 09 07 UK
Thirty largest equity investments 311,101 657 531
Pearson Media 4,865 09 09 UK
Abbot Group O1l Equipment & Gas Producers 4,736 08 UK
Telent Software & Computer Services 4,524 08 03 UK
Inchcape General Retallers 4,241 08 05 UK
Tu Travel Travel & Leisure 4,230 08 02z UK
Findel General Retalers 4,225 08 08 UK
Canlkon Construction & Matenals 4,121 o7 UK
Wolseley Support Services 3,692 oy 02 UK
Pendragon General Retaliars 3,677 06 UK
Northern Foods Food Producers & Procassors 3,593 c6 01 UK
Forty largest equity mvestments 353,005 63.2 559
Mecom Group Media 3,446 06 a1 UK
Rio Tinto Mining 3,428 06 14 UK
Forth Ports Industnal Transport 3,155 c6 - UK
Exxon Mohil On & Gas Producers 2,614 05 G3 USA
Halfords Group General Retallers 2,532 05 05 UK
Hogg Robinson Group Support Services 2,498 04 03 UK
SSL International Personal Goods 2,497 04 - UK
Cisco Systems Technology Hardware &
Equipment 2,033 04 13 USA
Amencan International Group Non Lfe insurance 1,963 04 02 UsSA
Schenng Plough Pharmaceutical & Biotech 1,951 03 01 USA
Fifty largest equity investments 379,122 679 601
Other equity investments (221) 147,541 264 274
Corporate bonds (122} 32,061 57 125
Total investments 558,724 1000 1000

Note The full portiohe list will be avalabie on the Company’s website following publication of the Annual and Intenm Reports

Annual Report and Accounts 2007
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Classification of Investments

United North Europe Pacific 2007
Kln%dom Amenca {ex UK (ex Japan) Japan Total
000 £'000 £'000 £'000 £'000 £'000

Sector Weighting
Ol & Gas 63,407 6,675 2,455 3,548 - 76,085
Basic Matenals 23,445 5,471 680 1,580 1,379 32,564
Industnals 31,217 5771 9,228 4,585 3,231 54,032
Consumer Goods 24,869 2,320 5,046 2,927 4,282 39,444
Health Care 23,941 5,203 2,626 - 1,911 33,681
Consumer Services 32,777 8,348 2,593 285 2,389 46,392
Telecommunications 24,935 4,250 307 1,753 757 32,002
Utllities 38,362 1,220 2,968 - 978 43,528
Financials 107,490 10,402 9,202 10,328 3,678 141,100
Technology 4,524 12,908 4170 4,957 1,276 27,835
Total 374,967 62,568 398,275 29,972 19,881 526,663
Corporate Bongd Portlolio 26,841 1,913 3,307 - - 32,061
Total Investments 401,808 64,481 42 582 29,972 19,881 558,724
% of Total Investments 719 115 76 54 36 100.0

Equity portfalio weighting (% total equity nvestments) versus Benchmark Index”

* The Benchmark Index represenis a weighting of 75 per cent in the FTSE
Al Share Index and 25 per cent i the FTSE World {ex UK] index

Bntish Assets Trust plc



Capital Structure

The Company’s capital structure consists of Ordinary Shares. In addition,
the Company has £60 million 6.625 per cent Bonds 2008 and £60 million

6.25 per cent Bonds 2031 in issue.

Ordinary Shares

At 30 September 2007 there were 301,012,282
Ordinary Shares of 25p each In ssue (2006
308,512,282 Ordinary Shares}

The Crdinary Shares are designed to grovide income
and capital growth and ther value will be dependent
on the underlying mcome and captal growth of the
Company's investment portfolio

income Entitlement

The revenue profts of the Company (ncluging
accumulated revenue reserves) are avallable for
distribution by way of intenm and final dwmdends to
the hoiders of the Ordinary Shares

Ten Year Record

Capital Entitlement
On a winding up, after mesting the habiities of the
Company, the surplus assets will be pad to the
holders of Ordinary Shares and distnbuted among
such holders rateably

Voting Entitlernent

Each Crdinary Shareholder 13 entitled to one vole on
a show of hands, and on a poll to one vote for every
£4 nominat of Ordinary Share ¢apital held

At 30 T/qu’ésggﬁ Orgﬂgg Discount Revenue per Dwidends per Total
September Ordinary Share Price {pasic) Ordinary Share  Ordinary Share  Expense Ratio”
1997 141 Bp 119 5p 15 6% 54p 4 825p 0 40%
1998 134 1p 113 8p 15 2% 58p 4 985p 0 46%
1999 153 5p 135 3p 11 9% 59p 5 045p 0 48%
2000 178 3p 158 5p 11 1% 59 5216p 0 54%
2001 139 4p 118 5p 15 0% 71p 5 326ps 0 80%
2002 94 6p 90 3p 4 6% 4 0p 5 326p 094%
2003 104 9p 98 8p 59% 41p 5 326p 072%
2004 114 3p 101 Cp 116% 40p 5 326p 0 94%
2005 142 5pt 126 5p 11 2%t 4 8p 5 326p 1 05%t
2006 152 5p 132 5p 131% 6 3p 5 486p 062%
2007 161.4p 140.8p 12 8% 57p 5.706p 0.63%

“ncludes performance fee
#Excludes special dividend of 0 5p per Ordinary Share
tRestated for changes n accountng standards

Annual Report and Accounts 2007
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Board of Directors

Wilham Thomson 11
Chairman
age 67, was appointed a
Drector n 1974 and
Chaimant n 1995 He s
also charman of
E G Thomson (Holdings)
Ltd, John Menzies plc and Fidelity Japanese Values
plc

James Long "1
age 52, was apponted on
1 May 2006 He 1s Director
of Risk and Compliance for
AstraZeneca Europe and
was formerly  Corporate
Finance Director of Inchcape
plc and Managng Director, Asia and Emerging
Markets, for the ESAB Group He s charman of
JPMorgan Asian Investment Trust plc

James MaclLeod *{1
Chairran of the Audit
Committee
age 66, was apponted
in 1998 and was a partner of
Emst & Young f(and s
predecessor firrns) for
25 years until his retrement in 1998 He 1s a director
of Scottish Investment Trust plc, Invesco Perpetual
AIM VCT plc and Invesco Perpetual Recovery Trust
2011 plc He 1s a Chartered Accountant

* Member of the Audit Committes

+ Member of the Management Engagement and
Rermuneration Committee

1+ Member of the Nomination Commuttee

Bntish Assels Trust plc

Dr Christopher Masters “t1
age 60, was apponted in
1990 and was, untl Apni
2002, executive chairman of
Aggreko plc He is currently
chairman of the Festival City
Theatres Trust He 18 also a
non executive director of John Wood Group plc,
Allance Trust plc, Sagenta Group AG and the
Crown Agents

Lynn Ruddick *t1
age 55, was apponted In
2004 She was previously a
Managing Director of Memill
Lynch Investment Managers
where she headed the
compary's Investment trust
business unit She 18 a non executive director of
Fidelty Special Values plc and Gartmore Smaller
Companies Trust pic, a member of the Investment
Committees of The Pearson Group Pension Plan
and Westem Provident Association, chaimman of the
WPA Pension Scheme Board and a trustee of the
Scottish & Newcastle Pension Scheme

James West *11
Senior Independent Director
age 60, was appointed n
1995 and was formerty
managing director of Lazard
Brothers and Co Ltd and
chief executve of Lazard
Asset Management Ltd He 1s charman of Gartmore
Fledging Trust plc, New City High Yield Fund Ltd,
Juptter Second Enhanced Income Trust plc and
Rurelec plc He 1s also a director of Candover
Investments plc, JPMorgan Income & Capral
Investment Trust plc, Shires Smaller Companies plc,
UK Select Trust plc, GNE Group plc and IPSA
Group plc



Report of the Directors

The Directors submit the Annual Report and
Accounts of the Company for the year ended
30 September 2007

Results and Dividends
The results for the year are set out in the attached
accounts

First, second and third intenm dwvidends, each of
1 356p per Ordinary Share, were pad on 10 Apnl,
6 July and 5 October 2007 respectively The Board
recommends a final dvidend for the year of 1 638p
per Ordinary Share payable on 11 January 2008 to
shareholders on the register at close of business on
14 December 2007

Principal Actvity and Status

The Company Is registered as a publc lmited
company In terms of the Compartes Act 1985 and
s an mnvestment company as defined by
Section 266 of that Act s shares are quoted on
the London Stock Exchange

The Company has been approved by HM Revenue
& Customs as an investment trust under
Section 842 of the Income and Corporation Taxes
Act 1988 for the year ended 30 September 2006
As a result, it 15 not lable to corporation tax on
capital gans In the opinion of the Directors, the
Company has subsequently conducted its affairs so
as to enable 1t to continue to obtain approval as an
investment trust

The Company 1s required to comply with company
law, the rules of the UK Listng Authorty, UK
Financial Reporting Standards, and its Articles of
Association

The Company 1s a member of the Association of
Investment Compantes (the *‘AlC")

Capital Structure
The Company's capital structure 15 set out on
page 17

If a shareholder wishes to appoint a proxy to vote at
a meeting on his or her behalf, a vakd appointment
is made if the form of proxy I1s recewved by the
Company no later than 48 hours before the start of
the meeting or, In the case of an adjoumed mesting,
no later than 48 hours before the holding of that
adjourned meeting (or n the case of a poll taken

Annual Report and Accounts 2007

subseguent to the date of the meeting or adjouned
meeting, no later than 24 hours before the tme
appointed for the taking of the pol) In the
calculation of these time penods, no account is
taken of any part of a day that 1s not a working day

Business Review

The Board of Directors 1s responsible for the overall
stewardship of the Company, including mvestrment
and dwvidend policies, corporate strategy, corporate
governance, and nsk management Biographical
detals of the Directors, all of whom are non
executive, can be found on page 18

Objective and Investment Policy

The Company's investment objective 1s to achieve a
total retum In excess of a composite index, weighted
as to 75 per cent FTSE All Share Index and 25 per
cent FTSE World (ex UK} Index, by mvesting
prncipally in a dversified intermational portfolio of
equities and equity related securties Within this
gverall objective, the Company ams to mantan a
progressive dividend policy which will be dependent
upon, /nter ala, the rate of revenue growth within the
portfolio and the level of dividend cover

The Company invests globally and has not set
maximum exposures for any geographical regions
However, it would nomally be expected that the
majonty of Its total assets will be nvested in UK
equties The Company also invests in the markets
of North Amenca, Europe (ex UK), Pacific {(ex
Japan), and Japan although it may mnvest in the
markets of other countnes or regions 1t also nvests
in a portfolio of corporate bonds

it would normally be expected that the majonty of
the Company's investments will be In eguites and
fixed interest secunties (ncluding comporate bonds)
However, the Company 18 not prohibited from
nvesting In other types of securtes It would,
however, not normally invest in unlisted secunties

No more than 10 per cent of the Company's total
assets may be invested in other listed closed ended
investment companies unless such Investment
companies themselves have published investment
policies to invest no more than 15 per cent of ther
total assets in other closed ended nvestment
companies, n which case the it 1s 15 per cent
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Report of the Directors (continued)

Investment risk 1s spread through helding a wide
range of secuntes n different countnes and
ndustrial sectors There 18 NQ Maximum exposure
for any industnal sectors but no INvestment In the
portfolio may exceed 10 per cent of the Company's
total assets The Company may use denvatives
which will be principally, but not exclusively, for the
purpose of efficient portfolio management (1e for
the purpose of reducing, transfermng or elminating
rwvestment nsk n s investments, including
protection aganst currency nsks) The Company
uses gearing to enhance Income and capial retums
over the long term and may borrow in sterling or
other curencies The Company's Articles of
Associaton contan a borrowing Imit equai to the
value of its adjusted total of capital and resetves
However, equity geanng (represented by equity
Investments as a percentage of sharehelders' funds)
would not normally be expected to exceed 20 per
cent of sharsholders’ funds

An explanation of how the Company has nvested its
assets with a view to spreading investment nsk in
accordance with its investment policy 1s contained
under the headmng Management of Assels and
Shareholder Value below An analysis of the portfolio
is contaned on pages 8 and 16 and the 50 largest
mvestments are shown on pages 14 and 15

Strategy

As part of its strategy, the Board has contractualty
delegated the management of the investment
portfolo, and other services, 10 F&C Investment
Busness Limited (‘FCIB’)

The Investment strategy employed by the Managers
in mestng the investment objective focuses on
regional asset allocation, with reference to the
Company's investment objective, coupled with active
stock selection in the regional sub portfolios As part
of this process the Managers are cognisant of the
Company's requirement for an above average level
of Investment Income, which 1s generated principally
from UK equities and corporate bonds

The Compary's performance m  meetng Its
objectves 18 measured aganst key performance
indicators as set out below A revew of the
Company's retumns dunng the financial year, the
positon of the Company at the year end, and the
outlook for the coming year 1s contaned In the

British Assets Trust plc

Charman’s Statement on pages 3 to 5 and n the
Managers' Review on pages 7 to 13, both of which
form part of this Business Review

Principal Risks and Risk Management

The Company's assets consist manly of listed
securties and its principal nsks are therefore market
related The Company 1 also exposed to currency
nsk m respect of overseas markets N which 1t
nvests More detalled explanations of these risks
and the way which they are managed are contaned
in notes 18 to 21 to the accounts

Other nsks faced by the Company include the
following

@ Extemnal — events such as terronsm, protectionism,
inflation or deflation, economic recessions and
movements 11 nterest rates and exchange rates
could affect share prices in particular markets

e Investment and strategic — ncorrect strategy,
asset allocation, stock selection and the use of
gearng could all lead to poor retums for
shareholders

® Regulatory ~ breach of regulatory rules could lead
to suspension of the Cormpany’s Stock Exchange
lsting, 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 gans

e Operational — falure of the Managers’ accounting
systems or disruption to the Managers’ business,
or that of thurd party service providers, could lead
to an inability to provide accurate reporting and
monitoring, leadng to a loss of shareholders’
confidence

& Financial — mnadequate contrals by the Managers
or third party service prowiders could lead to
misappropration  of  assels Inapproprate
accounting pokcies or falure to comply with
accounting standards could lead to misreporting
or breaches of reguiations Breaching bond
covenants could lead to a loss of shareholders’
confidence and financial loss for shareholders

The Board seeks to miigate and manage these risks
through contnual review, polcy setting and
enforcement of contractual obligatons It also
regularly monitors the Investment environment and



the management of the Company's nvestment
portfolio, and applies the principles detaled in the
internal control guidance issued by the Financial
Reporting Council Details of the Company’s intemnal
controls are described in more detal on page 25

Management of Assets and Shareholder Value
As stated above, the Board has contractually
delegated the management of the mnvestment
portfolio to FCIB

The Company invests worldwide i companies
which the Managers beleve will generate a
combination of long term growth in capital and
mcome for shareholders The selecton  of
nvestments 1s based on analysis of, amongst other
things, market postoning and competitive
advantage, fnancial strength and cashfiow
characternstics

Investment nsks are spread through helding a wide
range of secunbes In dfferent countnes and
industnal sectors As at 30 September 2007, the
portidio was made up of 383 investments
in 29 different countnes The Managers make use of
third party nsk systems to maonitor investment nsk
and the Board recewves quarterly rnsk reports At
each Board meeting, the Board recenves a
presentaton from the iead fund manager and at
loast once a year recenves presentations from the
regonal and bond sub portfollo managers who
outline strategy, recent porifolio actvity and market
outlooks

The Company's borrowings consist of  two
£60 milion Bonds, which are descnbed in more
detal n notes 11 and 12 to the accounts The
Board receives recommendations on gearng levels
from the Managers and It 1s responsible for setting
the gearng range within which the Managers may
Operate

The Board and Managers recognise the importance
of both marketng and share buy backs N
enhancing shareholder value In terms of marketing,
the Managers offer a range of prvate mnvestor
savings schemes, detals of which can be found on
page 47 In addition, meetings are held regularly
with current and prospective shareholders and
stockbroking analysts covenng the nvestment trust
sector Share buy backs help reduce the volatiity of
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the discount and enhance the net asset value per
share for continuing sharehoiders Communication of
up to date portfolio information 1s made through the
Company's website

Key Performance Indicators

The Board uses a number of performance measures
to assess the Company's success In meeting its
objectves The key performance indicators are as
follows

e Net asset value total retum aganst the
benchmark index and comparabie nvestment
trusts

e Discount of share price to net asset value

¢ Eamings and dividend per share, and dividend
yield relative to the market

o Total expenses as a ratio of shareholders’ funds

A histoncal record of these indicators 1S contained in
the Financial Highhghts for the Year on page 2 and
n the Ten Year Record on page 17 Additional
comments are provded i the Chaiman’'s
Statement on pages 3 to 5

Charttable Donations

Durng the year the Company made donatons to
vanous local charbies totating £10,000 (2006 -
£10,000)

Directors

The Directors who held office at the end of the year
and therr nterests in the shares of the Company at
the beginning and end of the year were

2007 2006

Ordinary  Ordinary

Shares Shares

W R E Thomson Beneficial 9,600 0,600
J M Long Beneficial 8,160 4,871
J 8 Macleod Beneficial 35,000 35,000
Non Benefical 9,500 9,500

Dr C Masters Beneficial 19,825 19,373
L C Ruddick Beneficial 33,501 33,343
J G West Beneficial 12,000 12,000
b3l



Report of the Directors (continued)

Since 30 September 2007 the number of shares
held by Mr J M Long has increased to 9,010 and
Ms L C PRuddick has acqurred a non beneficial
interest :n 410 shares There have been no other
changes I the interests of the Drrectors in the
Ordinary Shares of the Company between
30 September 2007 and 16 November 2007 other
than as a result of the quarterly remvestment of
dvidends

In addition to the above interests, Mr J § Macleod
had a beneficial interest n 50,000 units of the
6625 per cent Bonds 2008 as at 30 September
2007 (2006 50,000 units) No other Director
had an interest n the Company’s Bonds as at
30 September 2007 or 1 October 2006

Ms L C Ruddck retres by rotation and, being
ehgible, offers herself for re election As explaned n
more detal under Corporate Govemance on
page 23, the Board has agreed that Directors who
have served on the Board for more than nine years
will retre annually Accordingly, Mr J S Macleod,
Dr C Masters, Mr W R E Thomson and Mr J G West
will retire at the Annual General Meeting and, being
eligible, offer themselves for re election

The Board confirms that, following formal
performance evaluations, the performance of each
of the Directors seeking re election continues to be
effective and demonstrates commitment to the role
The Board beleves, therefore, that it 15 n the
interests of shareholders that these Directors be
re elected

No Director has a contract of service with the
Company or any matenal nterest in any contract to
which the Company 1s a party

Directors’ Deeds of Indemnity

The Company has entered into deeds of tndemnity
in favour of each of the Directors The deeds gwve
each Drrector the benefit of an indemnity to the
extent permitted by the Companies Act 1985
aganst labiities ncurred by each of them m the
execution of ther duties and the exercise of ther
powers A copy of each deed of indemnity IS
avallable for nspection at the Company's registered
office dunng nomal business hours and will be
avalable for inspecton at the Annual General
Meeting

British Assets Trust plc

Substantal Interests in Share Capital

As at 16 November 2007 the following holdings
representing 3 per cent or more of the Company’s
issued share capital had been reported

Number of
Orcinary Shares Percentage
Held Held
AXA Investment Managers 49,902,898 166
Friends Provident Group™ 24,800,379 83
Legal & General Group 12,257,596 41

*Incluges discretionary retall products

Management and Management Fees

FCIB provides management and secretarial senices
to the Company A summary of the management
agreement between the Company and FCIB in
respect of those services 1s provided In note 3to the
accounts

Since the end of the year, the Management
Engagement and Remuneration Committee  has
reviewed the appropriateness of the Managers’
appointment  in  carrying  out I3 review the
Committee considered the past Investment
performance of the Company and the capability and
resources of the Managers to delver satisfactory
income growth and investment performance It also
considered the length of the notice period of the
investment management agreement and the fees
payable to the Managers, together with the standard
of other services provided which include company
secretarial, accounting and marketing

Following this review the Directors are satisfied with
the Managers' abilty to delwer satsfactory income
growth and investment performance, and the quality
of other services provided It s therefore thewr
opnion that the continuing appontment of the
Managers on the tenms agreed 15 in the tnterests of
shareholders

Corporate Governance

Arrangements in respect of corporate governance,
appropnate to an investment trust, have been made
by the Board The Board has considered the
principles and recommendations of the AIC's Code
of Corporate Governance Issued in May 2007 (the
‘AIC Code’) by reference to the AIC Corporate
Governance Guide for Investment Compames (the



‘AIC Guide’) The AIC Code, as explaned by the
AIC Guide, addresses all the prnciples set out in
Secton 1 of the Combined Code on Corporate
Govermnance issued by the Financial Reporting
Council In June 2006 {the ‘Combmed Code’), as
well as seftng out additional prnciples and
recommendations on 1ssues which are of specific
relevance to investment trusts

The Board considers that reporting aganst the
prnciples and recommendations of the AIC Code,
and by reference to the AIC Gude (which
incorporates the Combined Code), will provide better
information to shareholders than if it had adopted
the Combined Code

Except as disclosed below, the Company has
compled  throughout the year with the
recommendations of the AIC Code, and the relevant
provisions of the Combined 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, except n so far as
they apply to non executive Directors, an Directors’
remuneration are not relevant to the Company and
are not reported on further

in view of the regurement n the Articles of
Association that all Directors retre by rotation, the
Board considers that it (s not appropriate for the
Directors to be appointed for a specified term as
recommended by principle 3 of the AIC Code and
provision A7 2 of the Combined Code However,
the Board has agreed that each Director will retrre
and, if appropriate, seek re election after each three
years’ service, and annually after serving on the
Board for morte than nine years

The Board consists solely of non executive
Drectors Mr W R E Thomson 1s Charmman and
Mr J G West 1s the Senior Independent Director Al
Drectors are considered by the Board to be
independent of the Company's Managers New
Directors receive an induction from the Managers on
joming the Board, and all Directors receive cther
relevant traning as necessary

Mr W R £ Thomson, Mr J S Macleod, Dr C Masters
and Mr J G Waest have served on the Board for
more than nine years and, as recommended by the
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AlC Code and the Combined Code wil seek
re election annually The Board subscribes to the
view expressed In the AIC Code that long serving
Drrectors should not be prevented from forming part
of an independent maonty It does not consider that
a Drrector's tenure necessarly reduces his or her
ability to act ndependently and, following formal
performance evaluations, beleves that each Director
1s Independent in character and judgement and that
thare are no relatonships or crrcumstances which
are likely to affect the judgement of any Director
The Board's policy on tenure 1s that continuity and
expenence are considered to add significantly to the
strength of the Board and, as such, no limit on the
overall length of services of any of the Company's
Drectors, includng the Charman, has been
imposed

The Company has no executve Directors or
employees A management agreement between the
Company and its Managers, FCIB, sets out the
matters over which the Managers have authorty and
the limits beyond which Board approval must be
sought Al other matters, includng strategy,
Nvestment and dwvidend policies, geanng, and
corporate govemance procedures, are reserved for
the approval of the Board of Directors The Board
cumently meets seven times a year and receves
ful information on the Company's Investment
performance, assets, labilities and other relevant
ormaton 1n advance of Board meetings The
Managers, In the absence of explcit instructions
from the Board, are empowered 1o exercise
discretion n the use of the Company’s voting nghts
Al shareholdngs are voted at al meetngs
worldwide where practicable in accordance with the
Managers' own corporate governance policy, which
IS to seek to maximise shareholder value by
constructive use of votes at company meetings and
by endeavouring o use ther influence as INvestors
with a principled approach to corporate govemance

Throughout the year a number of committees have
been In operation, namely the Audit Committee, the
Management Engagement and Remuneration
Committee, and the Nomination Committee

The Audt Committee, chared by Mr J S
Macleod, operates within clearly defined wutten
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terms of reference, which are avalable upon
request, and compnses all of the Directors except
Mr W R E Thomson The dutes of the Audt
Committee 1n discharging its responsibilities include
reviewng the Annual and Intenm Accounts, the
system of intemal controls, and the temrms of
appontment of the auditors together with ther
remuneration  t 1s also the forum through which
the auditors report to the Board of Dwectors It
meets at least twice yearly The objectvity of the
auditors s reviewed by the Audit Committee which
also reviews the terms under which they are
appointed to perform non audit services  The
Committee reviews the scope and resuits of the
audt, its cost effectiveness and the independence
and objectvity of the audtors, with particular
regard 1o non audt fees Such fees amounted to
£12,000 for the year ended 30 September 2007
(2006 £11,000) and related prncipally to the
provision of a review of the intenm accounts and
taxation services Notwithstanding such services
the Audit Committee considers Emst & Young LLP
to be independent of the Company and that the
provision of such non audit services s not a threat
to the objectivity and independence of the conduct
of the audt

The Management Engagement and Remuneration
Committee, ¢chared by Mr W R E Thomson,

comprises the full Board and reviews the
appropriateness  of the Managers’ continuing
appointment together with the terms and conditions
thereof, on a regular basis

The Nomination Committee, chared by Mr W R E
Thomson, compnses the full Board and 18 convened
for the purpose of considering the appointment of
additional Drectors as and when considered
appropnate  In considerng appontments 1o the
Board, the Nomnaton Committee takes mto
account the ongomng requirements of the Company
and the need to have a balance of skils and
experience within the Board

Dunng the year the performance of the Board,
committees and individual Directors was evaluated
through a formal assessment process, led by the
Charman This mnvolved the completon of
questionnares tallored to suit the nature of the
Company, and follow up discussions between the
Charman and each of the Directors The
parformance of the Charman was evaluated by the
other Directors under the leadership of the Senior
Independent Director

The following table sets out the number of Board
and Committee meetings held dunng the year ended
30 September 2007 and the number of meetings
attended by each Director

Managetent

Engagement and

Remuneration
Board of Directors Audnt Commuittes Committae Nommaton Committes
Held Attended Held Aftended Held Attended Held Attanded
W R E Thomson (Charrman) 7 7 n/a n/a 1 1 1 1
J M Long 7 6 2 2 1 1 1 1
J S Macleod 7 7 2 2 1 1 ] 1
C Masters 7 7 2 2 1 1 1 1
L C Rudaick 7 7 2 2 1 1 1 1
J G West 7 7 2 2 1 1 1 1

inawvidual Directors may, at the expense of the
Company, seek independent professional adwvice on
any matter that concems them i the furtherance of
ther dutes The Company mamntans appropriate
Directors’ and Officers’ hability msurance

British Assets Trust plc

Gomg Concern

After making enquines, and beanng in mind the nature
of the Company’s business and assets, the Directors
consider that the Company has adequate resources
to continue I operational existence for the foreseeable



future For this reason, they contnue to adopt the
going concem basis In prepanng the accounts

Internal Control

The Board 1s 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 managng the nsks to which it Is
exposed, consistent with the intermal control
guidance I1ssued by the Financial Reporting Council
n October 2005 The process relies principally on
the Managers' existng nsk based approach to
internal control whereby a test matnx s created that
dentfies the key functions camed out by the
Managers and other service providers, the ndvidual
activities undertaken within those functions, the nsks
associated with each actwvty and the controls
employed to minimise those nsks A restaual risk
ratng 15 then appled The test matnx Is regularly
updated and the Board 1s provided with regular
reports highlighting all matenal changes to the nsk
ratings and confirming the action which has been, or
is beng, taken A formal annual review of these
procedures 15 camed out by the Audt Committee
and includes consideration of intemal control reports
issued by the Managers 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 15
satisfied with ther effectiveness These procedures
are designed to manage rather than eliminate risk
and, by their nature, can only provide reasonable,
but not absoclute, assurance agamnst
misstatement or loss At each Board mesting the
Board monitors the investment performance of the
Company In companson to its stated objective, the
benchmark index, and aganst comparable
nvestment trusts The Board also reviews the
Company's activities since the last Board meeting to
ensure that the Managers adhere to the agreed
nvestment polcy and approved  Investment
guidelines and, ¢ necessary, approves changes to
the guidelnes

matenal

The Board has reviewed the need for an intemal
audit functon The Board has decided that the

Annual Report and Accounts 2007

systems and procedures employed by the
Managers, which are reported on by a fim of
external auditors, provide sufficient assurance that a
sound system of internal control, to safeguard the
Company’s assets, 1s mantained An internal audit
function speciic to the Company s therefore
considered unnecessary

Relations with Shareholders

The Company places great mportance on
communication with shareholders and welcomes
ther views The Managers hold meetings with the
Company’s largest shareholders and report back to
the Board on these meetngs The Charman and
other Drrectors arg avalable to, and do, meet
shareholders The Annual General Meetng of the
Company provides a forum, both formal and
informal, for shareholders to meet and discuss
ssues wrth the Directors and Managers of the
Company The notice for the forthcoming Annual
General Meeting, to be held on 18 December 2007,
1$ set out on pages 48 and 49 The Annual Report
and Notice of Annual General Meeting are, where
practicable, sent to sharsholders at least 20 working
days before the Meeting

Financial instruments

The Company's financial instruments compnse Its
investment portfolo, bonds, foreign  exchange
currency contracts, cash balances, overdrafts and
debtors and creditors that anse directly from its
operations such as sales and purchases awaiting
settlerment and accrued income The financial nsk
management objective and policies ansing from ds
financial mstruments and the exposure of the
Company to nsk are disclosed in notes 1, 18, 19,
20 and 21 of the accounts

Directors’ Authority to Allot Shares

The Directors are seeking authonty to allot shares
Resolution 10 wall, if passed, authonse the Directors
to allot new shares up to an aggregate nominal
amount of £7,500,307, being 10 per cent of the total
issued shares as at 16 November 2007
Resolution 11 will, if passed, authonse the Directors
to aliot mew shares up to an aggregate nominal
amount of £3,750,153, being 5 per cent of the total
issued shares as at 16 November 2007, for cash



Report of the Directors (continued)

without first offerng such shares to existng
shareholders pro rata to their existing holdings These
authonties will continue untl the conclusion of the
Annual General Meeting in 2008 The Directors will
only allot new shares pursuant to these authonties if
they believe It 1s advantageous to the Company’s
shareholders to do so and will not result in a dilution of
net asset value per share The Directors consider that
the authonsations proposed in resolutions 10 and 11
are necessary to retan flexibilty, although they do not
ntend to exercise the powers conferred by these
authonsations at the present time

Directors’ Authonty to Buy Back Shares

Durng the year the Company purchased for
cancelation 7,500,000 Ordinary Shares with an
aggregate nomnal value of £1,875,000 for a total
congideration of £11,210,000, representing 2 4 per
cent of the Ordinary Shares m tssue at the previous
year end

The current authorty of the Company to make
market purchases of up to 14 99 per cent of the
issued Ordinary Shares expires at the end of the
Annuat General Meeting and Resoluton 12, as set
out In the notce of the Annual General Meeting,
seeks renewal of that authonty The renewed
authonty to make market purchases wil be In
respect of a maxmum of 1499 per cent of the
issued Ordinary Shares of the Company on the date
of the passing of the resoluton (approximately
45 milllon Ordinary Shares) The prce pad for
shares will not be less than the nominal value of 25p
per share nor more than 5 per cent above the
average of the middle market values of those shares
for the five busness days before the shares are
purchased This power will only be exercised Iif, In
the opimion of the Pirectors, a purchase will result sn
an increase In net asset value per share and 18 In
the interests of the shareholders Any shares
purchased under this authorty will be cancelied
This authorty will exprre on the later of 18 June
2009 and the conclusion of the next Annual General
Meeting of the Company

Since the year end the Company has purchased for
cancellation 1,000,000 Ordinary Shares and there
were 300,012,282 Ordinary Shares in 1ssue as at
16 November 2007

Bntish Assets Trust plc

Disclosure of Information to Audrtors

The Directors confim that, so far as each of them i1s
aware, there 13 no relevant audit mformation of
which the Company’s auditors are unaware and the
Directors have taken ali the steps that they ought to
have taken as Directors in order to make themseives
aware of any relevant audit informaton and to
establish that the Company’'s auditors are aware of
that information

Audrtors

Emst & Young LLP have expressed ther wilingness
to contrnue In office as audtors and a resolution
proposing therr re appointment wili be submitted at
the Annuai General Mesting

Individual Savings Accounts and Personal
Equity Plans

The Company’s shares are gualifying investments as
defined by HM Revenus & Customs' regulations for
Indmdual Savings Accounts and Personal Equity
Plans It 1s the current ntention of the Directors that
the Company will continue to conduct its affars to
satisfy this requirement

Creditor Payment Policy

The Company's payment polcy 18 to settle
nvestment transactions m 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 Managers are leaders in the feld of
socially responsible s;nvestment and, with the support
of the Board, actwely engage wih mnvestee
companies Environmental factors are, therefore,
where appropriate, taken nto consideration with
regard to nvestment decistons on behalf of the
Company

By order of the Boar

G R Hay Smuth DQ'Q&/\/\ -
Secretary

B0 George Street

Edinburgh EH2 3BU
16 November 2007



Directors’ Remuneration Report

The Board has prepared this report in accordance
with the requrements of Schedule 7A to the
Companies Act 1985 An ordinary resolution for the
approval of thig report will be put to shareholders at
the forthcoming Annual General Maeting

The law requires the Company's audtors to audit
certain  of provided  Where
disclosures have been audited, they are ndicated as
such The auditors’ opinion 1s Included n thelr report
on pages 43 and 44

the disclosures

The Board congsists solely of independent non
executive Directors and considers, at least annually,
the level of the Directors’ fees, In accordance with
the Combined Code on Corporate Govemance The
Company Secretary provides informaton  on
comparative levels of Directors’ fees in advance of
each review There 1s no Remuneration Committee

Policy on Directors’ Fees

The Board's policy 1s that the remuneration of
Directors should reflect the expenence of the Board
as a whole, the time commitment required, and be
far and comparable to that of other relevant
investment trusts that are similar n size and have
similar objectves and structures
Furthermore, the level of remuneration should be

investment

sufficient to attract and retan the Directors needed
to oversee the Company properly and to reflect its
specific crrcumstances It 1s ntended that this policy
will continue for the year ending 30 September 2008
and subsequent years

The fees for the Dwectors are determined within the
mits set out in the Company's Artcles of
Associaton The present lmit (s £200,000 n
aggregate per annum [irectors are not eligble for
bonuses, pension benefits, share options, long term
incentive schemes or other benefits

The Board concluded following a review of the level
of Directors' fees dunng the year that fees should be
mcreased Therefore, with effect from 1 January
2007, the Charman’s fee was increased to £29,500

{previously  £28,000), the Audit Committee
Charman’s fee was Increased to £22,000
(previousty £21,000), the Senor Independent
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Director's fee was increased to £21,000 (previously
£18,500) and the other Drrectors’ fees were
increased to £19,500 (previously £18,500) per
annum

Directors’ Service Contracts

It 15 the Board's policy that Directors do not have
service contracts, but new Drectors are provided
with a letter of appointment

The terns of Directors’ appomntments provide that
Drectors should retre and be subject to re
appaintment at the first annual general meeting after
ther appomtment Directors are obliged to retire by
rotation, and to offer themselves for re election by
shareholders at least every three years after that
Any Director who has served on the Board for more
than nmne years will offer tumself or herself for
re election annually There 18 no notice penod and
early

no provision for compensation

termination of appomntment

upon

The Directors' ietters of appaintment are avalable on
request at the Company's registered office dunng
business hours and will be avallable for 15 minutes
prior to, and dunng, the forthcoming Annual General
Meeting

Date of Due date for
Brector Appointment Re election
W R E Thomson 1/7/1974  AGM 2007
J M Long 1/5/2006 AGM 2009
J S Maclecd 17/12/1988 AGM 2007
Dr C Masters 22/2/1990 AGM 2007
£ C Ruddick 1/10/2004  AGM 2007
J G West 22/6/1995 AGM 2007

Company Performance

The Board I1s responsible for the Company's
Investment strategy and performance, aithough the
management of the Company’s investment portfolio
1 delegated to the Managers through the
investment management agreement, as referred to
m the Report of the Dwectors on page 22 The
graph below compares, for the five financial years
ended 30 September 2007, the total retum



Directors’ Remuneration Report

(continued)

{assuming all dwvdends are reinvested) to ordinary
shareholders compared to the total shareholder
retum on a notional nvestment made up of shares
of the same kind and number as those by reference
to which a composite index, weighted as to 75 per
cent FTSE Al Share Index and 25 per cent FTSE
World (ex UK) Index, 1s calculated This composite
index was chosen as It represents a comparable
broad eguity market index and s the Company's
benchmark An explanation of the performance of
the Company for the year ended 30 Septernber
2007 15 gwven in the Charman’s Statement and
Managers’ Review

Bntish Assets Trust plc

Directors’ Emoluments for the Year (audited)
The Drectors who served dunng the year received
the following emoluments in the form of fees

W R E Thomson

(Chairman) 29,125 27,750
J M Long

{appointed 1 May 2006) 19,250 7,708
J S MaclLeod 21,750 20,875
Dr C Masters 19,250 18,375
L C Ruddick 19,250 18,375
J G West 20,375 18,375
Total 129,000 111,458

On behalf of the Board

W R E Thomson
?
Director -~ /ﬂ\
e A

16 November 2007



Income Statement

for the year ended 30 September 2007 2006
8 Revenue Capital Total Revenue Capital Total
2 £'000 £'000 £'000 £'000 £000 £:000
Gains on investments @ - 31,923 31,923 - 33,150 33,150
Exchange differences 14 - (122) (122) - 177 177
Income 2 21,234 1,839 23,073 23,353 257 23,610
Investment management fee 3 {527 (1,581) (2,108) (512) (1,537) (2,049)
Other expenses 4 (894) - (894) {826) - {826)
Net returmn before finance costs
and taxation 19,813 32,059 51,872 22,015 32,047 54,062
Finance costs 5 {1,954) (5,860) (7,814) (1,954) (5.860) (7,814)
Return on ordinary actvities before
taxation 17,859 26,199 44,058 20,061 26,187 46,248
Tax on ordinary activilies 8 (337) - (337} (305} - (305}
Return attributable to shareholders 17,522 26,199 43,721 19,756 26,187 45,943
Retum per share 8 57p 8 6p 14 3p 63p 8 3p 14 6p
Reconciliation of Movements in
Shareholders’ Funds
for the year ended 30 September 2007
Called up Capital Total
Share Redemphon Capdal Revenue Shareholders’

i Capital Reserve Reserves Reserve Funds

2 £000 £°000 £7000 £'000 £'000
Opening shareholders' funds 77,128 11,213 347,782 34,267 470,390
Qrdinary Shares purchased for canceliation {1,875) 1,875 {11,210) - (11,210)
Dnndends paid 7 - - - {17,129) (17,129)
Return attnbutable to ordinary shareholders - - 26,199 17,522 43,721
Closing shareholders’ funds 75,253 13,088 362,771 34,660 485,772
for the year ended 30 September 2006

Called up Capital Total
Share  Redemphon Capital Revenue Shareholders’

2 Capital Reserve Reserves Reserve Funds

2 £'000 £'000 £°000 £'000 £'000
Opening shareholders' funds 80,828 7.513 340,890 3,627 460,858
Ordinary Shares purchased for cancellation (3,700) 3,700 {19,395) - (19,395)
Dividends pad 7 - - - (17,016} (17,016}
Return attributable to ordinary shareholders - - 26,187 19,756 45,943
Closing sharehelders’ funds 77,128 11,213 347,782 34,267 470,390

The total column of the Income Statement 1s the profit and loss account of the Company The supplementary revenue and captal columns are both prepared
under guidance published by the Association of Investment Companies

All revenue and capital itams in the above Income Statement denve from continuing operations

No operations were acquired or discontinued i the year

A Statement of Total Recogrised Gains and Losses (s not required as all gains and losses of the Company have been reflected in the above lncome Statement
The accompanying notes are an integral part of the financial statements

Annual Report and Accounts 2007



Balance Sheet

as at 30 September 2 2007 2006
2 £°000 £'000 £'000 £'000

Non current assets
investments at far vaiue through profit or loss 9 558,724 566,081
Current assets
Debtors 10 5,937 5,430
Cash at bank and on deposit 47,349 24,140

53,286 29,570
Creditors amounts faling due within one year 11 (66,870) {6,014}
Net current (labihbies)/assets (13,584) 23,556
Total assets less current habiltbes 545,140 589,637
Creditors amounts falling due after more than
one year 12 (59,368) (119,247)
Net assets 485,772 470,390
Caprtal and reserves
Called up share capital 13 75,253 77,128
Capital redlemption reserve 14 13,088 11,213
Capital reserve — realised 14 318,090 246,431
Capital reserve — unrealised 14 44,681 101,351
Revenue reserve 14 34,660 34,267
Shareholders’ funds 15 485,772 470,390
Net asset value per share 15 161 4p 152 5p

The accounts on pages 29 to 42 were approved by the Board of Directors and authonised for 1ssue on

16 November 2007 and signed on its behalf by

V]

W R E Thomson, Chairman

The accompanying notes are an integral part of the financial statements

Bntish Assets Trust plc



Cash Flow Statement

for the year ended 30 September " 2007 2006
§ £'000 £'000 £:000 £'000

Operating activities

Investrent income received 20,953 22,666

Deposit interest receved 1,808 783

Underwnting commission receved - 5

Investment management fees paid (2,108) (3,637)

Cther cash payments (908) {769)

Net cash inflow from operating activities 16 19,747 18,048

Servicing of finance

Interest on 6 625 per cent Bonds 2008 {5,963) {1,988}

Interest on 6 25 per cent Bonds 2031 (3,750} (3,750)

Net cash outflow from servicing of finance {9,713) (5,738)

Taxation

Tax recovered - 39

Capital expenditure and financial investment

Purchases of investments (470,340) (187,017)

Disposals of investments 511,722 205,745

Net cash inflow from capital expenditure and

financial investment 41,382 18,728

Equity dividends paid (17,129) (17,016)

Net cash inflow before financing 34,287 15,061

Financing

Ordinary Shares purchased for canceliation {11,210} (19,395)

Net cash outflow from financing (11,210} {19,395}

Increase/{decrease) in cash 17 23,077 4,334)

Reconcihation of net cash flow to movement in

net debt

Increase/(decrease) In cash in the year 23,077 {4,334)

Currency gans 132 171

Increase in B 625 per cent Bonds 2008 liability (63) {63)

Increase n 6 25 per cent Bonds 2037 liability (26) (26)

Opening net debt (95,107) (90,855)

Closing net debt 17 (71,987) {95,107)

The accompanying notes are an ntegral part of the financial statements
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Notes to the Accounts

1  Accounting policies

A summary of the pnncipal accounting policies adopted 1s set out below

(a) Basis of accounting

These financial statements have been prepared under UK Generally Acceptaed Accounting Practice (UK GAAP’) and in
accordance with guidelines set out n the Statement of Recommended Practice (‘'SQRP"), revised December 2005, for
investment trusts, ssued by the Association of Investment Gomparues (‘AlC), except as disclosed n the following
paragraph

Expenses which are allocated to capital are avaiable to reduce the Company’s lability to corporaton tax The SORP
directs that the benefit of that tax relief should be allocated to capital and a corresponding charge made to revenue This
15 known as the ‘marginal method' of aliocating tax relef between capital and revenue The Company does not adopt the
marginal method for two reasons Firstly, the Company has only one class of share and any allocation of tax relef
betwaen capital and revenue would have no impact on shareholders Secondly, the significant unuthsed management
expanses and interest carned forward make 1t unikely that the Gompany will be llable to corporation tax in the foreseeable
future Had thig aflocation been mads, the charge to revenue and corresponding credit to capital for the year ended

30 September 2007 would have been £1,012,000 (20068 £640,000)

{b) Investments
Investments have been categonsed as ‘financial assets at far value through profit or loss’ and are recognised on a
purchase date basis Listed investments are valued at therr far value which 1s represented by the bid pnce Changes In

far value are ncluded in the Income Statement as a capital item

Realised gains and losses on the disposal of investments are taken to Capital Reserve — realised, and unrealised gains

and losses on the revaluation of nvestments are taken to Capital Reserve — unrealsed, as explaned In note 1{c) below

{c) Capital reserves
Capital Reserve — realised
The following are accounted for in this reserve
- gains and losses on the realisation of investments,
- realised exchange differences on transactions of a capnal nature,
-~ reatsed gans and losses on transactions undertaken to hedge exposures of a capital nature,
- expenses and finance costs charged to capital as set out In the policies below,
- cost of purchasing Ordinary Shares for cancellation, and
- special dwidends of a capital nature

Capital Reserve — unrealised
The followang are accounted for in this reserve
—  Increases and decreases in the valuation of investments held at the year end, and
- unrealised exchange differences aon forward foreign currency contracts
{d) Income
Dwidends are recognised as income on the date which the related mvestments are marked ex dividend

Dwidends recevable on equity shares where no ex dividend date 1s quoted are recognised when the Company's nght 1o
receive payment 1s established

Income from fixed interest secunties 1s recognised on an effective yield basis Other Investment income and deposit
interest are shown on an accruals basis

Special dvidends of a revenue nature are recogrised through the revenue column of the Incorme Statement Where the
Company has elected to recewve its dvidends m the form of additional shares rather than cash, an amount equal to the

cash dividend 1s recognised as Income

British Assets Trust plc



(e) Deferred taxation

Deferred tax 1s recognised in respect of all trming differences that have ongnated but not reversed at the balance sheet
date where transactions or events that result In an obhgation to pay more, or a nght to pay less, tax In future have
occurred at the balance sheet date This 1s subject to deferred tax assets only being recognrised if t 18 considered mare
likely than not that there will be suitable profits from which the future reversal of the underlying trming differences can be
deducted Timing differences are differences ansing between the Company’s taxable profits and its results as stated in the
accounts which are capable of reversat In one or more subsequent penods Deferred tax 1s recognised at the standard
rate of corporation tax without discounting The Company had no deferred tax labilities at the year end

(i Expenses

All expensas are accounted for on an accruals basis Expenses are all allocated to revenue with the exception of
management fees which are allocated 25 per cent to revenue and 75 per cent to capital, n accordance with the Board's
expected long term split of retums, In the form of ncome and capttal gains respectvely, from the Company's investment
portfolio Performance fees, which denve predominantly by wirtue of the Company's capital performance, are charged
100 per cent to capital Transacton costs mcurred on the purchase and sale of investments are taken to the Income
Statement as a capital item

{g) Finance costs

Finance costs are accounted for on an accruals basis Finance costs of debt, insofar as they relate to the financing of the
Company's nvestments or to financing actvities aimed at rmaintaning or enhancing the value of the Gompany's
investments, are allocated 25 per cent to revenue and 75 per cent to capital, In accordance with the Board's expected
long term spht of retums, ¢ the form of ncome and capital gaing respectively, from the Company’s mvestment portfolio

(h) Foreign currencies

Transactons denorminated in foreign currencies are recorded in the local currency at actual exchange rales as at the date
of the transaction or, where appropriate, at the rate of exchange n a related forward exchange contract Monetary assets
and labilities denominated in foreign currencies at the year end are reported at the rates of exchange prevaling at the
year end or, where approprate, at the rate of exchange in a related forward exchange contract Any gain or 10ss ansing
from a change In exchange rates subsequent to the date of a fransaction 18 included as an exchange gain or loss In

capital reserves or the Revenue Reserve depending on the nature of the gain or loss

Rates of exchange at 30 September

2007 2006
US Dollar 20374 18680
Euro 14326 14746
Japanese Yen 234 3258 220 5395
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Notes to the Accounts (continued)

2 Income
2007 2006
£000 £'000
Income from nvestments
Franked investment income 14,485 17,928
Unfranked investment income 1,700 924
Qverseas dividends 2,843 2,425
Overseas Interest 398 1,288
Special dvidends credited to capital 1,839 257
21,265 22,822
Other tncome
Deposit interest 1,808 783
Underwnting commission - 5
1,808 788
Total ncome 23,073 23,610
Total mcome compnses
Dvidends 19,167 20,610
Income from fixed interest secunties 2,093 2,212
Deposit interest 1,808 783
Underwriing commission - 5
23,073 23,610
Income from investments
Listed UK 18,024 19,109
Listed overseas 3,241 3,713
21,265 22,822

Total Income of £23,073,000 (2006 £23,610,000) ncludes special dividends of £3,162,000 (2006 £4,636,000) of which
£1,313,000 (2006 £4,379,000) 1s recognised through revenue and £1,839,000 {2006 £257,000) 15 recognised through
capital

British Assets Trust plc



3 Investment management fee

2007 2006
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £'000 £'000 £'000

Investment management fae
- basic 527 1,581 2,108 512 1,537 2,049
- performance - - - - - -
527 1,581 2,108 512 1,537 2,049

At the start of the year the Company’s investment managers were F&C Asset Management plc (‘F&C'} On 26 February

2007 the investrment management agreement was novated to F&C Investment Business Limited (‘FCIB", a wholly owned

subsidiary of FA&C FCIB receives a basic quarterly fee, payable in advance, egual to 0 075 per cent of the value of

Company's total assets less current iabiites The agreement also provides for a performance related fee calculated on an

annual basis by reference to the performance of the Company against the benchmark iIndex over each 12 month penod

ended on 30 September The performance related fee 1s payable i arrears at a rate of up to 0 3 per cent per annum of

the value of equity shareholders’ funds

The contract between the Company and FCIB may be terminated at any time by either party gving six moenths' notice of

termination In the event of the Company terminating the contract by giving less than six months’ notice, FCIB 1s entitied

to compensation calculated as a proportion of the fees payable by the Company In respect of the previous financial year

prorated to the date of terrmnation

Basic mwestment management fees have been allocated 25 per cent to revenue and 75 per cent to capital Performance

fees are charged 100 per cent to capital

4  Other expenses

2007 2006
£'000 £'000
Directors’ fees 129 111
Auditors’ remuneration for
- audit 22 24"
- Intenm review 5
— taxation services 5
- ather 2
Marketing 358 366
Bank charges 133 127
Registrars' fees 63 20
Net VAT recovered 4 (196)
Other expenses 181 293
894 826
Includes £3 000 of non recumng fees
Annual Report and Accounts 2007 a5



Notes to the Accounts (continued)

5 Finance costs 2007 2006
Revenue Capital Total Revenue Capttal Total
£'000 £'000 £'000 £'000 £'000 £'000

Repayable withn 5 years,
not by mstalments

— 6 625 per cent Bonds 2008 1,010 3,028 4,038 1,010 3,028 4,038

Repayable in more than 5 years
- B 25 per cent Bangs 2031 944 2,832 3,776 944 2,832 3,776
1,954 5,860 7,814 1,854 5,860 7,814

Finance costs have been allocated 25 per cent to revenus and 75 per cent to capital

6(a) Tax on erdinary activities 2007 2006
£'000 £'000
Overgeas taxation 337 305

The Company has £39,408,000 unutiised management expenses and interest at 30 September 2007 {2006
£35,341,000} No deferred tax asset has been recognised on this amount as it 1s unlikely that there will be taxable profits
from which the future reversal of the deferred tax asset could be deducted

6(b) Reconcihation of tax charge

A reconciliation of the current tax charge 1s set out below 2007 20086
£'000 £'000
Return on ardinary actwbes before taxahon 17,859 20,061
Corporation tax at standard rate of 30 per cent 5,358 6,018
Effects of
Non taxable dvidend income (4,346) {5,378)
Expenses charged to capital (675) (335}
Current year tax charge {overseas taxation) 337 305
7 Dividends 2007 2006
£'000 £'000

Dmdends on Ordinary Shares
Amounts recogrised as dividends to shareholders dunng the year
— third quarterty intenm of 1 33p paid i respect of the year ended 30 September 2008

(2005 1 304p) per share 4,103 4,218
- final of 1 522p paid In respect of the year ended 30 September 2006
(2005 1 414p} per share 4,696 4,557
— first quarterly intenm of 1 356p paid in respect of the year ended 30 September 2007
(2006 1 304p) per share 4,183 4,126
— second quarterly intenm of 1 356p paid In respect of the year ended 30 September 2007
{2006 1 33p) per share 4,147 4,117
17,129 17,016
Propased third guarterly dividend of 1 356p in respect of the year ended
30 September 2007 {2006 1 33p} per share 4,082 4,103
Proposed final dmvdend of 1 838p in respect of the year ended
30 September 2007 (2006 1 522p) per share 4,914 4,696
8,996 8,799
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7 Dividends (continued)

2007
£:000
Revenue avallable for distnbution by way of dividends for the year 17,522
First quartery intenm dmdend of 1 356p paid In respect of the year ended 30 September 2007 {4,183)
Second quarterly intenm dividend of 1 358p paid In respect of the year ended 30 September 2007 (4,147)
Proposed third quarterly intenm dividend of 1 356p i respect of the year ended 30 September 2007 (4,082)
Proposed final quarterly intenm dmdend of 1 638p in respect of the year ended 30 September 2007~ (4,914)
Undsstnbuted revenue for Section 842 purposes 196
*based on 300,012,282 shares in 1ssue at 16 November 2007
8 Return per share
2007 2006
Revenue Capital Total Revenue Captal Total
Ordmary 57p B6p 14 3p 63p 83p 14 6p
The retums per Orcinary Share are based on () a numerator being the retums attnbutable to shareholders of
2007 20086
Revenue Capital Total Revenue Capital Total
£'000 £'000 £'000 £°000 £'000 £'000
Ordinary 17,522 26,199 43,721 19,756 26,187 45,943
and () a denominator being a specfic number of shares as follows
2007 2006
Weighted average number of shares in issue dunng the year 306,387,624 315,715,159
9 Investments
2007 2006
£'000 £000
Investments listed on a recegnised nvestment exchange 558,724 566,081
Listed Listed
in UK overseas Total
£'0C0 £000 £'000
Opening book cost 337,711 127,169 464,880
Opening unrealised appreciation 86,683 14,5618 101,201
Opening valuation 424,394 141,687 566,081
Movements In the year
Purchases at cost 342,622 130,504 473,126
Sales —proceeds (379,786} (132,620) (512,406}
-realised gains on sales 77.987 10,352 88,339
{Decrease)fincrease In unrealised appreciation (63,409) 6,993 (56,4186)
Closing valuation 401,808 156,916 558,724
Closing book cost 378,534 135,405 513,939
Closing unreahsed appreciation 23,274 21,511 44,785
Closing valuation 401,808 156,916 558,724
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Notes to the Accounts (continued)

9 Investments (continued)

2007 2006

£000 £'000

Equity shares 526,663 534,576
Fixed income securties 32,061 31,505
558,724 566,081

Realsed gans on sales 88,339 16,933
{Decrease)/ingrease In unrealised appreciation (56,416) 16,217
Gans on investments 31,923 33,150

The total expenses incurred on the purchase and sale of investments were £2,483,000 and £968,000 raspectively (2006

£581,000 and £314,000)

10 Debtors
2007 2006
£'000 £'000
Amounts due from brokers 3,378 2,694
Prepayments and accrued income 2,559 2,586
Other debtors - 150
5,937 5,430
11 Creditors amounts faling due within one year 2007 2006
£'000 £'000
6 625 per cent Bonds 2008 {(see note 12) 59,968 -
Amounts due to brokers 6,089 3,303
Interest on 6 625 per cent Bonds 2008 - 1,988
interest on & 25 per cent Bonds 2031 207 207
Other creditors 606 516
66,870 6,014
12 Creditors amounts faling due after more than one year 2007 2006
£'000 £'000
6 625 per cent Bonds 2008 - £9,905
6 25 per cent Bonds 2031 59,368 59,342
59,368 119,247

The Company has n 13sUe £60 milion nominal 6 625 per cent Bonds 2008 issued at 99 391 per cent and £60 milhon
nominal B 25 per cent Bonds 2031 1ssued at 99 343 per cent The Bonds have been treated In accordance with FRS 26,

which requires any discount or issue costs to be amortised over the life of the Bonds

The Bonds are secured by floating charges aver all the assets of the Company

Under the covenants relating to the Bonds, the Company 15 to ensure that, at all imes, the aggregate principal amount

outstanding in respect of moneys borrowed by the Company does not exceed an amount egual to s share caprtal and

reserves

British Assets Trust plc



13 Share capital

2007 2006 2007 2006
Shares Shares £'000 £'000
Authonsed at 30 September
Orcinary Shares of 25p each 460,800,000 460,800,000 115,200 115,200
Allotted, called up and fully paid at 30 September
Ordinary Shares of 25p each 301,012,282 308,512,282 75,253 77,128

During the year the Company purchased for cancellation 7,500,000 {2006 14,800,000) Ordinary Shares of 25p each for a

total consideration of £11,210,000 (2006 £19,385,000)

14 Reserves

Capital Capital Capital

Share redemption resene— reserve— Revenue

capital reserve reaised unrealised reserve

£'000 £:000 £°000 £'000 £'000
At 30 Septermber 2006 77,128 11,213 246,431 101,351 34,267
Exchange differences - - 132 {254) -
Net gain on reghsation of nvestments - - 88,339 - -
Decrease in unrealised appreciation on investments - - - {56,416} -
Special dvidends credited to capital - - 1,839 - -
Managernent fees charged to captal - - {1,581) - -
Finance costs charged to capital - - (5.860) - -
Shares purchased for cancellation {1.875) 1,875 (11.21Q) - -
Net revenue for the year - - - - 17,622
Dwidends paid - - - - (17,129}
At 30 September 2007 75,253 13,088 318,090 44,681 34,660

15 Net asset value per share

The ne! asset value per share and the net asset value attnbutable to the Ordinary Shares at the year end were as follows

Net asset value

per share Net asset value
2007 2006 2007 2006
pence pence £'000 £'000
Ordinary Shares 1614 1525 485,772 470,390

Net asset vaiue per Ordinary Share 1s calculated on shareholders’ funds of £485,772,000 (2006 £470,390,000) dvided by
the number of Ordinary Shares in issue at the year end of 301,012,282 (2006 308,512,282}
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Notes to the Accounts (continued)

16 Reconcikation of net revenue before finance costs and taxation to net cash mflow from operating activihes

2007 2006

£'000 £'000

Net revenue before finance costs and taxaton 51,872 54,082

Gains on Investments {31,923) {(33,150)

Exchange differences 122 (177)

Decrease in accrued income and prepayments 27 205

Dacrease in other creditors {12) (1,588}

Tax on nvestment ncome (339) (304

Net cash nflow from operating activities 19,747 19,048
17 Analysis of changes in net debt

At 30 At 30

September Cash Other Currency  September

2006 flow moverments movements 2007

£'000 £'000 £000 £°660 £'000

Cash at bank and on deposit 24,140 23,077 - 132 47,349

6 625 per cent Bonds 2008 (59,905) - 63 - (59,968}

6 25 per cent Bonds 2031 {59,342) - (26} - (59,368}

{95,107) 23,077 89) 132 (71,987)

18 Financial instruments

The Company's financial nstruments compnse equity and fixed interest nvestments, cash balances and borrowings
As an investrment trust the Company holds a portfolio of financial assets in pursuit of its investment chjective The
Company makes use of borrowings to achieve improved performance in nsing markets The nsk of borrowings can be

reduced by raising the level of cash balances or fixed interast investments held

Non current asset nvestments held (see note 9} are valued at bid prices which eguate to therr far values The market
value of the Company’s Bonds s disclosed in note 20 The fair value of all other financial assets and labilities 1s
represented by ther carnpng value in the balance sheet Short term debtors and creditors are excluded from disclosure as
allowed by FRS 25, other than for currency disclosures

19 Market price nisk

The management of market pnce nsk 1s part of the fund management process and is typical of equity investment The
portfolio 1s managed with an awareness of the effects of adverse price movements through detaled and continuing
analysis with an objective of maximising overall returns to shareholders Investment and portfolio performance are
discussed in more detall In the Managers' Bewew Further information on the investment portfolic is set out on pages 14
and 15 Denvatives may be used from time to time to hedge specific currency nsk, or gain an exposure to a specific
market

As at the year end the Company had no exposure to denvatives other than hedged currency exposure as disclosed In
note 21
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20 Interest rate, lquidity and credit nsk

Floating rate

Cash 13 held in floatng rate deposit accounts

The Company seeks to receve interest payments on cash balances at surtable commercial rates for the relevant currency
for each deposit

Fixed rate

The Company holds fixed interest investrments and has fixed interest kabilibies

2007 2006

2007 Average 2006 Average

Average penod Average penod

2007 interest until 2006 interest until

£'000 rate matunty £'000 rate maturity

Fixed interest investments 32,061 6 87% 901 years 31,505 577% 8 03 years
Fixed nterest habiities

& 625 per cent Bonds 2008 59,968 8 625% 0 50 years 59,905 6 625% 1 50 years

6 25 per cent Bonds 2031 59,368 625% 2395 years 59,342 6 25% 24 95 years

The Bonds are denominated in sterding As they are fixed rate bonds, the Company s exposed ta changes n market
value In the event that the bonds are repaid before matunty This exposure may be reduced by nvesting in fixed interest
securities

The farr value of the Bonds, based on middle market prices, at 30 September 2007 was £126 3 milion (2006 £132 9
milhion)

Liquidity nsk
In respect of iquidity nsk, the Company's assets compnse realisable secunties The Company holds cash and has
overdraft faciimes to meet short term obligations

Credit nsk
Credrt nsk s the nsk that a countarparty to a financial iInstrument will fail to discharge an obligation or commitment which
it has entered into with the Company The Managers have a monitoring procedure whereby counterparty nsk 1s monitored

on an ongoing basis

Non interest beanng investments
The Company’s non nterest bearng investments are its eguity investments which had a value of £526,663,000 as at
30 September 2007 (2006 £534,576,000)
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Notes to the Accounts (continued)

21 Foreign currency nsk

The Company invests In overseas secunties and holds foreign currency cash balances which give nise to currency nsks In
the year to 30 September 2007, the Company entered nto US Dollar and Euro foreign currency contracts with a view 0

hedging these currency nsks
Foreign curmrency exposure

2007 2006

Current Current

2007 assets/ 2006 assets/

Investments (habilies) Investments (habilties)

£'000 £'000 £'000 £'000

US Dollar 62,684 1,117 59,814 3,839
Euro 30,453 174 20,788 180
Swiss Franc 4,814 - 5,619 26
Norwegian Krone 3,343 - 3,997 -
Darush Krone 551 1 - 217
Swedish Krona 3,420 16 3,105 305
Canadian Dollar 2,911 27 1,807 -
Japanese Yen 19,882 492 28,810 (94}
Australian Dallar 930 6 1,005 8
Hong Kong Dallar 8,268 73 4,383 {40)
Singapore Dollar 3,351 24 1,280 -
Malaysian Dollar 920 - - -
Philippine Peso 459 - - -
South Korean Won 8,496 - 5,491 -
Tawan Doltar 4,057 999 3,257 213
Thal Bhat 1,263 - 1,210 -
Indonestan Rupiah 1,114 - 1,121 -
South Afncan Rand - 199 - -
Total 156,916 3,128 141,687 4,652

The foreign exchange currency contracts not yet realised were as follows

2007 2007 2006 2006

Hedged Unrealised Hedged Unrealised

amount gain amount gan

£'000 £'000 £'000 £'c00

US Dollar for stering 1,890 1 2,508 49
Euro for stering 4,943 103 5,182 1
6,833 104 7,690 150

Total realised gains in the year from foreign exchange currency contracts were £160,000 (2006 £241,000}

22 Contingent Asset

The Assocation of Investment Companies and JPMorgan Claverhouse Investment Trust plc lodged a jont appeal in 2004
for the payment of management fees by mvestrnent trusts to be treated as exempt from VAT In June 2007 the European
Court of Justice (ECJ’} found in favour of the appeflants, declanng that investment trusts should be treated as special
investment funds and thus exempted from VAT on management fees HM Revenue & Custorns (‘HMRC'} has recently

announced that it will not appeal aganst the ECJ decision

The Managers have submitted protective ctaims to HMRC in respect of all pnor periods which rmght fall within the scope
of the ECJ ruling and in which VAT was collected from the Gormpany by the Managers However, although the Company
expects to recover VAT on management fees pad to the Managers, at this point in tme the amount 1s so uncertain that it

has not been recognised as an asset in the accounts
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Directors’ Responsibility

Statement

and Independent Auditors’ Report

Directors’ Responsibility Statement

The Directors are requred by law to prepare
financial statements for each financial pencd which
give a true and far view of the state of affars of the
Company at the end of the financial period and of
the net return for that penod

They are also responsible for ensunng that adeguate
accounting records are maintained, that the assets
of the Company are safeguarded, and that
reasonable steps are taken to prevent and detect
fraud and other rregulanties

The financial statements have been prepared on a
going concern basis  Appropriate  accounting
policies have been used and consistently appled
and reasonable and prudent judgements and
estimates have been made in the preparation of the
financial statements Applicable UK accounting
standards have been followed

Independent Auditors’ Report to the
Members of British Assets Trust plc

We have audted the Company's financial
statements for the year ended 30 September 2007
which comprse the Income Statemnent,
Reconcihation of Movements i Shareholders’
Funds, Balance Sheet, Cash Flow Statement, and
related notes 1 to 22 These financial statements
have been prepared under the accounting policies
set out theran We have also audited the
information in the Directors’ Remuneration Report
that 1s descrbed as having been audted

This report 18 made solely to the Company's
members, as a body, in accordance with Section
235 of the Companies Act 1985 Qur 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 audtors’ report and for no
other purpose To the fullest extent permitted by
law, we do not accept or assume responsibilty to
anyone other than the Company and the Company's
members as a body, for our aucit work, for this
report, or for the opmons we have formed
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Respective Responsibiliies of Directors and
Audrtors

The Directors’ responsibilities for preparng the
Annual Report, the Directors’ Remuneration Report
and the financial statements in accordance with
applicable Urited Kingdom law and Accounting
Standards (Unted Kingdom Generally Accepted
Accounting Practice) are set out in the Directors’
Responsibility Statement

Qur responsibility 1s to audit the financial statements
and the part of the Directors’ Remunsration Report
to be audited in accordance with relevant legal and
regulatory requrements and Intemational Standards
on Auditing (UK and Ireland)

We report to you our opinion as to whether the
financial statements give a true and far view, the
financial statements and the part of the Diractors’
Remuneration Report to be audited have been
propery prepared I accordance with the
Companies Act 1885 and whether the information
gwven In the Report of the Directors s consistent
with the financial staternents

We also report to you, 1f, n our opinion, the
Company has not kept proper accounting records, If
we have not recewved all the information and
explanations we regure for our audt, or if
information specfied by law regarding directors’
remuneraton and other transactons 18 not
disclosed

We review whether the Comporate Govemance
Statement reflects the Company’s compliance with
the nine provisions of the 2003 FRC Code specified
for our review by the Listing Rules of the Financial
Services Authonty, and we report if it does not We
are not required to consider whether the Board's
statements on intemal control cover all nsks and
controls, or form an opinion on the effectiveness of
the Company’s corporate governance procedures or
its risk and control procedures



Directors’ Responsibility Statement
and Independent Auditors’ Report

(continued)

We read the other informaton centaned in the
Annual Report and consider whether it 15 consistent
with the audited financial statements This other
information comprises only the Company Summary,
Financial Highiights for the Year, Performance
Summary, Chaman’s Statement, Investment
Managers and Investment Process, Managers'
Review, Investment Portfolo, Classification of
Investments, Capital Structure, Ten Year Record,
Board of Directors, Report of the Directors, the
unaudited part of the Drrectors’ Remuneration
Report, Shareholder Informaton, How to Invest,
General Mesting,
Corporate Information We consider the implications
for our report f we become aware of any apparent

Notce of Annual Proxy and

misstatements or materal inconsistencies with the
financial statements Qur responsibilites do not
extend to any other nformation

Basis of Audit Opimon

We conducted our aucit i accordance with
Intemational Standards on Auditing (UK and Ireland)
issued by the Audting Practices Board An audit
mcludes examination, on a test basis, of evidence
relevant to the amounts and disclosures n the
financial statements and the part of the Directors’
Remuneration Report to be audited |t also includes
ar assessment of the significant estimates and
Judgements made by the Directors in the preparation
of the financial statements, and of whether the
accountng policies are appropnate to the
Company's cireumstances, consistently applied and
adequately disclosed

We planned and performed our audit so as to obtan
all the mformation and explanations which we
considered necessary In order to provide us with
sufficient evidence to give reascnable assurance that
the financial statements and the part of the
Directors' Remuneration Report to be audited are
free from matenal misstatement, whether caused by
fraud or other wregulanty or error In forming our
opinion we also evaluated the overall adequacy of
the presentaton of informaten In the financial
statements and the part of the Directors’
Remuneration Report to be audited

Briish Assets Trust plc

Opinion

tn our opinion

e the financial statements give a true and far view,
in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of
affars of the Company as at 30 September 2007
and of the net retum for the year then ended,

e 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

e the nformation gven in the Report of the
Directors s consistent with the financial
statements

Lo A o L

Ernst & Young LLP
Registered Auditor
Edinburgh

16 November 2007
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Shareholder Information

Arnnual General Meeting

The Annual General Meeting of Bntish Assets Trust
plc wil be held at 80 George Strest, Edinburgh on
Tuesday 18 December 2007 at 12 noon

Dmvidends

Ordinary dividends are paid quarterly in Apnil, July,
October and January each ysar Shareholders who
to have dwvidends pad dreclly nto a
bank account rather than by cheque to ther
registered address can complete a mandate form
for the purpose Mandates may be obtaned from
Equmitt Limited, Aspect House, Spencer Road,
Lancing, West Sussex BNS9 6DA on request The
Company operates the BACS system for the
payment of dwidends Where dwvidends are pad

wish

directly to shareholders’ bank accounts, dividend tax

vouchers sent drectly to shareholders’

registered addresses

are

Dmdend Reinvestment Plan

Sharenoiders whno wish 1o use ther dwidends to
purchase further shares in the Company by
paricpatng in the  Company's  Dwidend
Renvestment Plan can complete a mandate form
which may also be obtaned from Equinti Limited on
request
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Share Prices

The Company's Ordinary Shares are listed on the
London Stock Exchange
Companies’ Prices are given daly in the Financial
Times, The Scotsman, The Times and The Daly
Telegraph and can also be obtaned from the
Managers’ website at www fandc co uk

under ‘Investment

Change of Address

Communications with shareholders are malled to the
address held on the share register In the event of a
change of address or other amendment this should
be notfied to Eguinti Limied, Aspect House,
Spencer Road, Lancing, West Sussex BN99 BDA,
under the signature of the registered holder

Daily Net Asset Value

The net asset value of the Company’s shares can
be obtaned on F&C Asset Management plc's
website at www fandc co uk or by contacting ther
Investment Services team on 0845 600 6166
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Shareholder Information (continued)

Capital Gains Tax

The undernoted value as at 31 March 1982 1S to assist shareholders with regard to capital gains tax

Ordinary Shares 23%p

The undernoted vaiues are to asaist shareholders with regard to capital gans tax, following the capital
reorganisation in December 1984

First day of Apportion
dealng value ment factor
Ordinary Shares 90 00p 0 8441
Growth Shares 62 50p 01103
Warrants 21 50p 0 0456
Financial Calendar 2007/08
18 December 2007 Annual General Meeting
11 January 2008 Final dwvidend paid
January 2008 Publication of Internm Management Statement*
Aprl 2008 First interim dividend paid
May 2008 Announcement of Interm Results

Posting of Interim Report
July 2008 Second interm dividend paig
Publication of interm Management Statement*
October 2008 Third intertm dividend paid
November 2008 Announcement of Annual Results

Posting of Annual Report

will be available on the Company s website

Britigh Assets Trust plc



How to Invest

As well as investing In Bntish Assets Trust plc directly through a stockbroker, you can enjoy some additional
benefits by nvesting through one of the savings plans run by F&C Management Limited

You can enjoy the convertence of making regular savings by Direct Debit, take advantage of our tax efficient
ISA and PEP wrappers, receive a smple statement every Six months and let us automatically remnvest your
dividends for you

e F&C Pnivate Investor Plan ¢ F&C Child Trust Fund (‘CTF’)

A flexible, low cost way to invest with a lump sum
from £500 or regular savings from £50 a month

F&C Investment Trust ISA

Invest up to £7,000 tax efficiently each year with
a lump sum from £500 or regular savings from
£50 a month You can also transfer any existing
ISAs

F&C 15 a leading provider of children’s investment
plans and 1s currently the only provider to offer an
nvestment trust based CTF Sutable for children
bom after 1 Septernber 2002

F&C Children’s Investment Plan
Suitable for older children tneligible for a CTF, or if
you need access to the funds before the child 1s

18 This flexible plan can easly be written under
trust to help reduce nhentance tax labity
Investments can bpe made from a £250 lump sum
or £25 a month

# F&C Investment Trust PEP
Although you can no longer invest in a PEP, you
can transfer existing PEPs without losing therr tax
efficient status

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 receve back the full amount onginally nvested Tax rates and refiefs depend on
the circumstances of the ongnal investor

Low charges

All the plans are low cost and flexible When you buy o sell shares in these plans the dealing fee 15 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 or PEP, which 18 £60+VAT (no matter how many tax years' ISAS
you take out with F&C, or how many iSAs or PEPs you transfer)

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

How to invest
Far more nformation on any of these products, please contact F&C's Investor Services Team

Or write to

F&C

Freepost RLRY LYSR KYBU
Clancdeboye Business Park
Woest Circular Road

Bangor BT18 1AR

Callus on 0800 136 420
emall at info@fande com
invest online at  www.fandc.co uk

Exsting plan holders’ enquiry Iine
0845 600 3030

Calls may be recorded

The nformation on this page has been approved by F&C Management Limited which 1s a member of the F&C Asset Management Group and is
authonsed and reguiated by the Financtal Services Authority { FSA)
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Notice of Annual General Meeting

Notice 1s hereby gwen that the One Hundred and
Tenth Annual General Mesting of Bniish Assets Trust
Public Limited Company will be held at 80 George
Street, Edinburgh on Tuesday 18 December 2007 at
12 noon for the following purposes

To consider and, 1f thought fit, pass the
following as Ordinary Resolutions

1

10

That the Report and Accounts for the year
ended 30 September 2007 be receved

That a fnal dwmdend of 1638 pence per
Ordinary Share be declared

That Ms L. C Ruddick, who retires by rotation,
be re elected as a Durector

That Mr J S Macleod, who retires annually, be
re elected as a Director

That Dr C Masters, who retres annually, be
re elected as a Director

That Mr W B £ Thomson, who retires annually,
be re elected as a Dwector

That Mr J G West, who retres annually, be
re elected as a Director

That the Directors’ Remuneration Report for the
year ended 30 September 2007 be approved

That Emst & Young LLP be re apponted as
Auditors and the Directors be authorised to
determmine thewr remuneration

That the Directors be and are hereby generally
and unconditionally authonsed in accordance
with Section 80 of the Companies Act 1985 (the
‘Act’) to exercise all the powers of the Company
to allot relevant securtes f{as defined N
Section 80{2) of the Act) up to an aggregate
nominal amaount of £7,500,307 n substitution
for any exsting authonty under Section 80 of
the Act but without prejudice to any exercise of
any such authonty prior to the date hereof, such
authonty to exprre on the date of the next
Annual General Meeting of the Company after
the passing of this resolution but so that such
authonty shail allow the Company to make
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offers or agreements before the expiry of such
authonty which would or might require relevant
securiies to be allotted after such expiry and
the Directors may allot relevant secuntes 10
pursuance of such offers or agreements as if
the power conferred hereby had not expired

To consider and, if thought fit, pass the
following as Special Resolutions’

11 That the Directors be and are hereby authonsed

to allot equity securhies (within the meaning of
Section 94 of the Companies Act 1985 (the
‘Act)) pursuant to the authonty conferred by
resolution number 10 proposed at the Annual
General Mesting of the Campany convened for
18 December 2007, as If Section 89 of the Act
did not apply to any such allotment, provided
that this power shall be Iimited to

(a) the allotment of secunties N

equity
connection with a nghts 1ssue in favour of
the holders of equty secuntes i the
Company ({‘Shares’) the equity
securties respectively aftrbutable to the
nterest of al such shareholders are
proportionate {as neady as may be) to the
respectve number of Shares held (or
deemed or notonally held) by them but
subject to such exclusions or other
arrangements as the Directors may think fit
in relation to fractional entittements or to deal
with  problems under the laws, o
requrements, of any recognised body or
Stock Exchange in any terrtory, and

where

g

the alotment {other than pursuant to
paragraph (a) of this resolution) of equity
securiies up to an aggregate nominal value
of £3,750,153 (5 per cent of the equity
share captal in issue on 16 November
2007),

and shall expire on the date of the next Annual
General Mesting of the Company after the
passng of this resolution, save that the
Company may, before such expiry, make any
offer or agreement which would or might require



equity securties to be allotted after such expiry,
and the Directors may aliot equity secunties In
pursuance of such offer or agreement as if the
power conferred hereby had not expired

12 That the Company be generaly and
unconditronally authonsed, in accordance with
Section 166 of the Companies Act 1985 (the
‘Act'), to make market purchases {within the
meaning of Secton 163(3) of the Act) of
ordinary shares of 25p each (‘Ordinary Shares’),
provided that

(a) the maximum number of Ordinary Shares
hereby authorised to be purchased shall be
14909 per cent of the 1ssued Ordinary
Shares on the date on which this resolution
IS passed,

{b} the minimum price which may be pad for an
Ordinary Share shall be 25p,

(8

_—

the maximum price (exclusive of expenses)
which may be pad for an Ordinary Share
shall be 105 per cent of the average of the
middle market gquotations (as derved from
the Daly Official List) for the Ordinary Shares
for the five business days mmedately
preceding the date of purchase, and

d

—_—

unless previously vared, revoked or
renewed, the authorty hereby conferred
shall exprre on the later of 18 June 2009
and the conclusion of the next Annual
General Mesting of the Company, save that
the Company may, pnor to such expiry,
enter into a contract to purchase Ordinary
Shares under such authority and may make
a purchase of Ordinary Shares pursuant to
any such contract

By order of the Board W

G R Hay Smith —
Secretary

80 George Street

Edinburgh EH2 3BU
16 November 2007

Annual Repart and Accounts 2007

Notes
1 A member enttied to atiend, speak and vote at the above

meetng s entitied 10 appoint one or moe Proxies to attend,
speak and vole instead of hum A proxy need not be a member
of the Company

A form of proxy s enclosed for use at the above meeting
Completion and return of the form of proxy will not prevent a
member from attending the meeting and voting n person To be
affective, the form of proxy duly executed, must be lodged at
the address shown on the form of proxy () by 12 noon on
14 December 2007 or, {1} 1n respect of an adouned meeting,
no later than 48 hours (excluding any part of a day that 1s not a
working day) before the holding of that adjoumed meeting {or,
the case of a poll taken subsequent to the date of the meeting
or an adjourned mesating, not less than 24 hours (excluding any
part of a day that 18 not a working day) before the tme
appointed for the taking of the poll)

Pursuant to Regulation 41 of the Uncertficated Secunties
Regulations 2001, the Company specifies that only those
holders of Ordinary Shares entered on the Register of Members
of the Company as at 6 00 pm on 16 December 2007 or, in the
event that the meeting 1s adjoumed, on the Register of Members
48 hours before the tme of any adjourned meeting shall be
entitled o atiend, speak or vote al the meeting in respect of the
number of Ordinary Shares rogistered n ther names at that
tme Changes to the entnes on the Register of Members after
8 00 pm on 16 December 2007 or, In the event that the meeting
s adiourned, on the Register of Members 48 hours before the
ume of any adjoumed meetng, shal be dsregarded m
determining the nghts of any person to attend, speak or vote at
the meeting, notwithstanding any provisions in any enactment
the Articles of Association of the Company or other mnstrument
to the contrary

No Director has a contract of senice with the Company The
Drrectors letters of appointment wall be avalable for 15 minutes
prior to and dunng the Annual General Mesting

As at 500 pm on 16 November 2007 (peing the latest
applicable date pnor to the publcaton of this notice), the
Company's 1ssued share captal compnsed 300 012,282
Ordinary Shares of 25p each Every Member holdng Ordinary
Shares shall have one vote for every £4 00 of nominal ordinary
share capital held by them and therefore the total number of
voting nghts in the Company at 5 00 pm on 18 Novernber 2007
was 18,750,767

Members who have general queres about the Annual General
Mesting should not use any electronic address to communicate
with the Company but should call the Company’s registrars on
0870 B0 5366
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Proxy Form
British Assets Trust pic

\"\We (Note 1)

(BLOCK LETTERS PLEASE)

of (Note 2)

being a member of British Assels Trust ple, hereby appoint the Chairman of the meeting, or

(Notes3,4 and 9}

as my/our proxy to aitend, speak and vote for me/us on my/our behalf at the Annual General Meeting of the Company, to be held at
80 Gearge Street, Edinburgh on Tuesday 18 December 2007 at 12 noon, on the foliowing Resalutions to be submitted to the meeting
and at any adjournment thereof

My/our proxy 1s to vote or abstain as indicated by an “X" below in respect of the resolutions set out in the notice convening the
meeting
Resolutions For Against | Abstain
{Noie 8)

To recewve the Report and Accounts for the year ended 30 September 2007

To declare a final dividend of 1 638 pence per Orcinary Share

(/ST V]

Tore elect Ms L C Ruddick as a Director

Tore elect Mr 4 § MacLeod as a Director

To re elect Dr C Masters as a Director

To re elect Mr W R E Thomson as a Director

To re elect Mr J G West as a Director

To approve the Directors’ Remuneration Report for the year ended 30 September 2607

To re appownt Ernst & Young LLP as Audtitors and to authonise the Directors to determine
their remuneration

10

To authorise the Directors to aliot relevant securities

11

To empower the Directors to allot equity secuntes without regard to pre emptive rights

12

To renew the Directors’ authonty to make market purchases of Ordinary Shares

Signature (Notes6 and7)

Dated Day of 2007

Notes

¥
2
3

~1

10
11

Please insert FULL NAME(S) in BLOCK CAPITALS
Please insert FULL ADDRESS 1 BLOCK CAPITALS

As an ordinary shareholder of the Company you are entitled to appoint a proxy 10 exercise all or any of your righls 1o attend speak and vote at a general meeting o
the Company You can only appoint a proxy using the procedures set out in these notes

Any person may be appointed as a proxy you wish 1o appoint a person other than the chairman delete the chairman of the meeting or and insert the name and
address of the person In the space provided A proxy need notbe a member of the Company but must attend the AGM to representyou You may appoint more than
one proxy provided each proxy 1s appoirited to exercise rghts attached to diferent ordinary shares You may not appoint more than ane proxy 1o exercise nghts
attached 1o any ons ordinary share To appoint more than one proxy please contact Equinii Limited on 0870 601 5366

Please indicate how you wish your proxy to vote on the resalution In the absence of any direction your proxy may in thelr ghscretion vote or abstain from voting in
respect 6f the resoluhon Your proxy may alsc, in their discretion vote or abstain trom voting in respect of any other resolution proposed at the AGM This proxy will be
used only in the evertt of a poll beng directed or demanded

If the shareholder 15 a corporation this form of proxy must be executed under its common seal or signed on ds behall by a duly authonsed officer or attorney of the
corporation If the sharehalder s an indmidual, this form of proxy must be signed by that individual or their atterney

in the case of joint holders the signature of the first named in the register of members of the Company will be accepted fc the exclusion of the other joint holders

The Abstain option s provided to enable you to abstain on the resclution However, it should be noted that a vote abstained 1s not a vote in law and will not be
counted in the calculation of the proportion of the votes For and Against the resolution

Any alteration made in this form of proxy should be initialled
Compiletion of this form of proxy will not prevent a shareholder from attending the AGM and voting in person shoutd they so wish

To be eftective, this form ol proxy should be completed and sent or delivered, together with the power of attorney or other authority (if any) under whichitis
signed or a notarially certitied copy of such power of attorney or other authority, to the Company’s registrar, Equiniti Limited, Aspect House, Spencer
Road, Lancing, West Sussex BN99 6ZR, so asto be received as soon as possible and, In any event, no later than 12 noon on Friday, 14 December 2007



SECOND FOLD

RESPONSE LICENCE No
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Equiniti Limited
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West Sussex BN99 6ZR
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