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Investing for long-term value creation

UIL Limited’s (UIL’s) value-focused manager, Charles Jillings, is supported
by a seasoned global team of sector specialists. The company has
experienced a difficult spell of relative performance during a period of
economic uncertainty and stock market volatility. Also, growth stock
valuation multiples have come under pressure due to rising interest rates.
However, the manager has high conviction that over the longer term
significant value can be realised from UIL’s portfolio companies. Financial
companies Resimac and Waverton Investment Management are the two
largest exposures in the fund. Despite robust fundamentals, Resimac’s
share price has languished and Jillings considers its 5.6x P/E multiple and
8.7% dividend yield to be very appealing.

Higher growth potential in emerging and developing economies
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Why consider UIL?

UIL has a unique portfolio of what the manager believes are undervalued assets.
While its performance is measured against that of the UK stock market, investors
interested in a mainstream UK equity fund should look elsewhere. The company
has an eclectic mix of investments as evidenced by its geographic and sector
weightings. In terms of geography, there is a large, ¢ 41% exposure to Australia
followed by a ¢ 18% allocation to the UK. Looking at the company’s sector
allocations, the vast majority are concentrated in three areas, which make up

¢ 83% of the portfolio: financial services (¢ 43%), technology (¢ 23%) and
resources and gold mining (¢ 17%). Most of the portfolio (around 70%) is made up
of platforms, which are collective investment companies, with the remaining around
30% held in direct investments.

Not only is UIL trading at a wide discount, an investor in the company also
effectively receives a ‘double discount’. As examples, at end-August 2023, number
two holding, Zeta Resources (17.0% of the fund), was trading at a 21.8% discount
to net tangible assets, while number three holding,

(12.3% of the fund), was trading at a 13.9% discount to NAV. Generally, investment
company discounts across the board have widened in an environment of higher-
than-average investor risk aversion. Therefore, a positive change in sentiment,
maybe in response to less economic uncertainty in global markets, could lead to a
material uplift in UIL’s share price.
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Global value
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NAV* 197.8p
Discount to NAV 38.3%
*Including income. At 29 September 2023.

Yield 6.6%
Ordinary shares in issue 83.8m
Code/ISIN UTL/BMG917071026
Primary exchange LSE
AIC sector Flexible Investment
Financial year end 30 June
52-week high/low 188.5p 122.0p
NAV* high/low 270.0p 193.7p
*Including income

Net gearing* 80.1%

*Including zero discount preference (ZDP) shares.
At 31 August 2023.

Fund objective

UIL's objective is to maximise shareholder returns
by identifying and investing in investments
worldwide where the estimated underlying value is
not fully recognised. The company’s investment
performance is benchmarked against the broad UK
equity market. UIL is a member of the AIC flexible
investment sector.

Bull points

High-conviction portfolio of undervalued assets.
Regular quarterly dividend payments and an
attractive yield.

Scope for a higher valuation given large
discount to NAV.

Bear points

Levered strategy means losses are amplified in
a falling market.

Modest 20% free float — the majority of UIL’s
shares are closely held.

Relatively high concentration risk as the largest
holding is ¢ 18% of the fund on a look-through
basis.

Analyst
Mel Jenner +44 (0)20 3077 5700

UIL is a research client of Edison
Investment Research Limited


https://www.edisongroup.com/research/utilico-emerging-markets-trust-emerging-market-growth-opportunities-at-a-discount/32681/
mailto:investmenttrusts@edisongroup.com
https://www.edisongroup.com/equity/uil/

EDISON

Exhibit 1: UIL’s ups

UIL: A high-conviction, unique portfolio

UIL is a unique closed-end investment company, offering investors a range of assets from around
the globe that Jillings believes are undervalued. They broadly reflect his three medium-term views:
the world’s financial markets are over indebted; technological change offers strong investment
upside; and emerging markets offer better GDP growth opportunities than developed markets.

To provide some context, UIL’s performance is compared with that of the broad UK market. In
Exhibit 1 we illustrate the company’s upside/downside capture versus the CBOE UK All Companies
Index over the last decade. The upside capture is 85% and the downside capture is 101%. This
suggests that the fund does not keep up with the UK market when share prices are rising, but fully
participates when share prices fall. Substituting the CBOE UK All Companies index with the MSCI
AC World Index, the upside capture is not dissimilar at 78%, however the downside capture is
much larger at 129%, suggesting that when global shares fall, UIL will underperform. While this
data is useful to know, Jillings and his team avoid market noise, investing in assets where they
have high conviction in long-term value creation.

ide/downside capture over the last decade
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Source: Refinitiv, Edison Investment Research. Note: Cumulative upside (downside) capture calculated as the geometric average NAV
TR of the fund during months with positive (negative) benchmark total returns, divided by the geometric average benchmark total
return during these months. A 100% upside (downside) indicates that the fund’s TR was in line with the benchmark’s during months

with positive (negative)

returns.

Macroeconomic themes affecting UIL’s portfolio
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Geopolitics and globalisation — increased political tensions and populism are leading to the
unwinding of global supply chains that have been built up over several decades. Protectionism
is leading to higher tariffs and trade barriers, which is negatively affecting global GDP and
increasing frictions, notably between the US and China.

Resources — growth in electric vehicles and renewable energy is driving long-term demand for
certain commodities. Negative interest rate policies have led to inflation, supporting gold as a
store of value. Energy price inflation is largely due to underinvestment in fossil fuels and
sanctions on Russian exports. Demand for industrial commodities remains high following
supply chain disruptions during the COVID-19 pandemic.

Digitalisation — a broad range of opportunities including 5G mobile and broadband fibre roll-out,
innovative fintech solutions and the increased use of connected sensors, cloud storage and
data processing with machine learning techniques.

Financials and artificial intelligence (Al) — high demand for non-traditional financial service
products from an increasingly tech-savvy population. Individuals are now having to take on
more responsibility for their savings and investments. Digitalisation and the use of big data and
Al are making financial products more efficient.
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Governance and transparency — corporates with strong governance tend to outperform over
the long term, while countries with robust regulatory systems are more attractive to investors.
Reputational risk is becoming as important as financial risk, while opaque businesses are
facing increased scrutiny. Cyber crime is now more prevalent; hence, the increased importance
of consumer data protection.

Environmental policy — climate change and the need to address emissions have moved higher
up on the global agenda. Important areas of development include renewable energy, electric
vehicles, battery storage and waste treatment. These businesses are increasingly becoming
economic without the need for subsidies. Increased urbanisation brings more air and water
pollution and associated health and economic risks.

Emerging markets, urbanisation and a rising middle class — major infrastructure projects are
required to support the urbanisation trend, including roads, railways, electricity and sanitation. A
rising middle class drives increased demand for consumer goods and services, along with a
higher expectation about quality public services.

Current portfolio positioning
At end-August 2023, UIL’s top 10 holdings made up 94.9% of the fund, which was a higher

concentration compared with 92.9% a year earlier; six positions were common to both periods.

Exhibit 2: Top 10 holdings (at 31 August 2023)
Portfolio weight %

Company Country Sector 31 Aug 2023 31 Aug 2022
Somers Bermuda Financial services investment holding co 36.5 29.7
Zeta Resources Australia Resources investment company 17.0 16.5
Utilico Emerging Markets Trust UK Emerging markets investment trust 12.3 13.8
Resimac Group Australia Financial services 6.3 6.2
Allectus Capital Bermuda Fintech investment company 5.9 6.2
West Hamilton Holdings Bermuda Property 49 N/A
Allectus Quantum Holdings UK Investment holding company 4.7 N/A
The Market Herald Australia Financial services 37 28
Arria NLG UK Technology company 2.1 N/A
Littlepay Mobility UK Payments technology 1.5 N/A
Top 10 (% of portfolio) 94.9 92.9

Source: UIL, Edison Investment Research. Note: *Country of listing or domicile. **N/A where not in end-August
2022 top 10.

However, it is important to note that four of the top 10 holdings (Somers, Zeta Resources, Utilico
Emerging Markets Trust and Allectus Capital) are platforms with portfolios of underlying
investments, so UIL’s fund is less concentrated than Exhibit 2 suggests.

On a look-through basis, at end-August 2023, UIL’s top 10 positions made up 64.8% of the fund,
with the top 20 at 76.8% and the top 50 at 89.4%. The three largest holdings were: Resimac
(17.8%, held by UIL and Somers); Waverton Investment Management (13.4%, Somers); and
Koumbia Bauxite Investments (formerly Alliance Mining Commodities, 8.4%, Zeta Resources).

The total number of positions including the platforms is ¢ 30 and ¢ 16% of the fund is held in
unlisted investments (excluding loans to listed companies and listed companies classed as level 3
investments, which are valued using inputs that are not based on observable market data).

A relatively new entry to UIL’s top 10 holdings is Allectus Quantum Holdings, an unlisted holding
company with an investment in Sydney-based quantum computing startup Diraq. Diraq is building a
quantum computing platform that leverages the advanced manufacturing capabilities of the
semiconductor industry. It was spun out of the University of New South Wales in May 2022 and is
led by Professor Andrew Dzurak, who has over two decades of experience in the quantum
computing field, having invented Diraq’s approach to quantum computing in 2004. In FY23, the
company saw technical progress including a new method to control qubits, which was published in
the prestigious Nature Nanotechnology journal, and won more than A$10.0m in grants. Diraq has
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increased its patents and patent applications from 28 to 59 patents across key jurisdictions. In the

coming year, the company will continue to work towards its technical milestones as it aims to prove

out its technology at scale.

Exhibit 3 shows UIL’s look-through geographic breakdown at the end of August 2023. lllustrating
the unconventional nature of the fund, the two largest exposures are Australia and the UK, which

together make up around 60% of the portfolio. Over the prior 12 months, the largest changes were
higher weightings to the UK (+5.7pp) and Bermuda (+4.2pp), although comparisons are not
straightforward as at the end of August 2022 there was a separate classification ‘other — gold

mining’, the assets of which are now included in the relevant regions/countries.

Exhibit 3: Portfolio geographic exposure on a look-through basis (% unless stated)
Portfolio end-August 2023

Australia

UK

Bermuda

Middle East/Africa
Asia

Europe (ex-UK)
Latin America

us

Canada

New Zealand
Total adjusted for cash

40.9
17.8

9.3
9.2
75
5.2
4.2
28
2.3
0.8

100.0

Portfolio end-August 2022*
379
121

2.1
94.9

Change (pp)

Source: UIL, Edison Investment Research. Note: *At end-August 2022, 5.1% was classified as other — gold

mining, which was incorporated in the relevant countries/regions at end-August 2023.

UIL’s look-through sector breakdown is shown in Exhibit 4; year-on-year changes are modest.

There is a higher weighting to ‘other’ businesses (+4.0pp) and financial services (+2.9pp) with a

lower exposure to resources (-3.2pp).

Exhibit 4: Portfolio sector exposure on a look-through basis (% unless stated)

Portfolio end-August 2023

Financial services
Technology
Resources

Gold mining
Ports

Electricity
Renewables
Water

Oil & gas

Airports

Telecoms
Infrastructure investments
Other

Source: UIL, Edison Investment Research
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Performance: Patiently waiting for value to be realised

UIL is a member of the AIC Flexible Investment sector, an eclectic mix of 23 funds following a wide

range of investment mandates. Exhibit 5 shows the 11 companies with market caps of at least

£100m that have been listed for more than three years. UIL's NAV total returns are below average
over the periods shown. However, it does rank fourth out of 10 funds over the last decade. The
company has one of the widest discounts in the selected peer group, the highest ongoing charge

(for more information please refer to the following Fees and charges section) and by far the highest

level of gearing (most of the funds are ungeared). UIL offers a very attractive dividend yield, which

is the second highest in the selected peer group and 3.3pp above the mean.



EDISON

Exhibit 5: Selected peer group at 2 October 2023*

% unless stated Market NAVTR NAVTR NAVTR NAVTR Discount Ongoing Perf. Net Dividend

cap £m 1 year 3 year S5year  10year (cum-fair) charge fee  gearing yield
uiL 102.3 (19.4) (25.8) (28.7) 73.6 (38.3) 28 Yes 187 6.6
abrdn Diversified Income & Growth 248.2 2.2 9.8 10.6 247 (26.4) 0.6 No 101 6.9
Caledonia Investments 1,828.5 1.9 63.5 57.9 182.2 (34.1) 0.8 No 100 2.0
Capital Gearing 1,094.3 (1.0) 8.6 219 62.6 (2.3) 05 No 100 1.3
Hansa Investment Co Class A 148.0 7.1 241 18.2 66.4 (41.9) 1.2 No 100 1.7
JPMorgan Global Core Real Assets 165.2 (8.2) 18.5 (20.4) 1.2 No 100 55
Maijedie Investments 102.8 15.0 133 (8.1) 50.5 (21.5) 1.3 Yes 114 54
Personal Assets 1,715.3 04 9.0 26.6 63.2 (1.5) 0.6 No 100 1.2
RIT Capital Partners 2,831.6 (3.5 254 355 114.8 (20.6) 0.9 No 100 0.0
Ruffer Investment Company 1,031.3 (0.3) 15.4 271 470 (4.5) 1.1 No 100 1.0
Tetragon Financial 673.5 (4.6) 35.8 61.1 236.6 (67.2) 2.3 Yes 100 45
Simple average 903.7 (0.9) 18.0 22.2 921 (25.3) 1.2 109 33
Fund rank in sector (11 funds) 11 11 11 10 4 9 1 1 2

Source: Morningstar, Edison Investment Research. Note: *Performance to 29 September 2023 based on ex-par NAV. TR = total return.
Net gearing is total assets less cash and equivalents as a percentage of net assets.

Exhibit 6: Investment company performance to 31 August 2023

Price, NAV* and index total return performance, one-year rebased Price, NAV and index total return performance (%)
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Source: Refinitiv, Edison Investment Research. Note: Three-, five- and 10-year performance figures annualised. *Monthly NAVs.

In FY23 (ending 30 June 2023), UIL's NAV and share price total returns of -20.6% and -18.5%
underperformed the broad UK market index’s +7.9% total return. Of the company’s ¢ 21% NAV
decline, ¢ 12% was due to portfolio movements and ¢ 9% due to gearing. UIL’s average annual
NAV gain inception was 7.8% at end-FY23 compared with 9.5% at end-FY22.

The company’s top 10 holdings at the end of FY23 and their performance over the period were:
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Somers (valuation -24.2%) — primarily due to currency losses and a decline in value of the
holding company’s largest investment Resimac, a leading Australian non-bank financial
company.

Zeta Resources (share price -7.6%) — largely due to commodity price weakness, which more
than offset an increase in the holding company’s second largest investment, Copper Mountain
Mining, which was taken over by Hudbay Minerals.

Utilico Emerging Markets Trust (share price +7.7%) — robust fundamentals and positive share
price moves for many investee companies.

Allectus Capital (valuation -26.0%) — its largest investment, Nautilus, was written down by
around 50% due to negative sentiment in global capital markets and rising interest rates.
Resimac (share price -23.5%) — despite a decent operational performance, the company’s
share price was negatively affected by higher interest rates and mortgage interest margin
pressure from larger banks.

West Hamilton Holdings (new position) — a Bermuda-listed property company.

Allectus Quantum Holdings (valuation +533.6%) — a rise in the fair value of its holding in
quantum computing startup Diraq and additional investment by UIL.



EDISON

The Market Herald (new position) — a classified advertising and financial media company.

Arria NLG (valuation +506.5%) — a generative Al software provider that has been operating in a
mature part of the market for more than a decade.
Littlepay (valuation -14.1%) — strong revenue growth, but lower average transaction value due
to UK fare-capping policies.

Exhibit 7: Share price and NAV total return performance, relative to indices (%)

One month
Price relative to CBOE UK All Companies (0.9)
NAV relative to CBOE UK All Companies 49
Price relative to MSCI AC World (2.2)
NAV relative to MSCI AC World 35
Price relative to MSCI Emerging Markets 1.3
NAV relative to MSCI Emerging Markets 7.3

Three months Six months

(1.7)
5.2
(4.9
18
2.1)
49

48
(5.8)
(44)

(14.1)

18
(8.5)

One year  Three years

Source: Refinitiv, Edison Investment Research. Note: Data to end-August 2023. Geometric calculation.

Five years

10 years

While UIL has significantly lagged the performance of the UK market over the last one, three and
five years, readers should remember that the company has a portfolio of unique global assets,
whose fair value is likely to be generated over the long term. The company’s relative performance
was particularly difficult over the last year due to volatile markets and UIL’s requirement to fund the
redemption of its 2022 ZDPs and reduce its bank debt (please see the following Gearing section).

Exhibit 8: NAV total return performance relative to CBOE UK All Cos Index over 10 years
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Exhibit 9: Five-year discrete performance data

12 months ending Share price NAV CBOE UK All MSCIAC MSCI Emerging

(%) (%) Companies (%) World (%) Markets (%)

31/08/19 370 210 0.3 7.0 25

31/08/20 (29.2) (22.2) (13.5) 6.5 45

31/08/21 770 42.6 271 257 18.2

31/08/22 (26.2) (28.8) 1.8 (0.0) 7.1)

31/08/23 (24.4) (25.2) 5.5 5.2 (6.6)

Source: Refinitiv. Note: All % on a total return basis in pounds sterling.

Dividends: Uncovered in FY23 — higher financing costs

UIL pays regular quarterly dividends in December, March, June and September. The board aims to
at least maintain the total annual distribution, using revenue reserves as required (it also has the
flexibility to pay dividends out of capital). At the end of FY23, UIL had revenue reserves of 14.0p per
share, which is equivalent to ¢ 1.8x the current annual dividend.

In FY23, UIL’s revenue income was 6.68p per share, which was a 20% decline compared with
8.35p per share in FY22 and was due to higher financing costs. This meant that the annual

UIL | 3 October 2023
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dividend of 8.00p per share was not fully covered (0.84x), which was the first time this had occurred
since FY18.

Exhibit 10: UIL’s dividend and revenue history since FY14

10.0 ~
9.0 4
8.0 -
7.0
6.0 q
£ 504
4.0
3.0
2.0 -
1.0

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23

= Full year dividend payment = Revenue per share

Source: UIL, Edison Investment Research

Valuation: Board still seeking narrower discount

Over the last three years, UIL's shares have regularly traded in a broad range of 25% to 40%
(based on monthly NAVs, Exhibit 11). The current 38.3% discount to cum-income NAV is not

dissimilar to the average discounts of 33.0%, 34.2%, 36.3% and 34.9% over the last one, three, five
and 10 years, respectively.

The manager is hopeful that, over time, UIL’s discount can narrow to the 20% target set by the
board, helped by share buybacks and continued marketing to existing and potential investors.

In FY22, ¢ 0.5m shares (c 0.5% of the share base) were repurchased. The last buyback was at the

end of March 2022 as any available liquidity was then put towards redeeming the 2022 ZDPs. As
shown in Exhibit 12, there were no share repurchases in FY23.

Exhibit 11: Discount over last three years (%) Exhibit 12: Buybacks and issuance
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Source: Refinitiv, Edison Investment Research. Note: Based on Source: Morningstar, Edison Investment Research
monthly NAVs.

Fund profile: Seeking undervalued assets

UIL began trading on 20 June 2007 as the successor vehicle to Utilico Investment Trust, which was
launched in August 2003. It is a Bermuda-registered company listed on both the Specialist Fund
Segment of the London Stock Exchange (which does not have any free float requirements) and the
Bermuda Stock Exchange. UIL is managed by ICM Investment Management and ICM (collectively

UIL | 3 October 2023
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referred to as ), which has ¢ £1.8bn of assets directly under management and is responsible for
a further ¢ £22.9bn of assets in subsidiary investments. ICM has more than 80 staff based in nine
offices around the world.

Jillings and the other members of the ICM investment team aim to identify and invest in compelling
long-term investments across the globe, where their forecast underlying values are not fully
recognised. UIL may invest in shares, bonds, convertibles and other types of securities, including
non-investment-grade bonds. Unlisted securities of up to 25% of gross assets at the time of
investment are also permitted. Derivative instruments have been used for investment purposes and
efficient portfolio management and at times currency exposure may be hedged. UIL’s sector and
geographic exposure is unrestricted, but at the time of investment, a single investment may not
exceed 30% of gross assets (except for platforms, which may not exceed 50%).

The company’s performance is benchmarked against a broad UK equity market index. UIL employs
a levered strategy through ZDP shares and a limited amount of bank debt. Its ZDP shares are listed
on the Standard Segment of the Main Market of the London Stock Exchange.

Investment process: Long-term perspective

ICM’s investment teams are led by Duncan Saville and Charles Jillings. The other senior members
of the team are sector focused and include: Alasdair Younie, who covers financial services;
resources specialist Tristan Kingcott; Jason Cheong and Matt Gould, who focus on technology and
emerging technologies; Jacqueline Broers, Jonathan Groocock and Mark Lebbell, focused
respectively on the telecommunications, utilities and infrastructure sectors in emerging markets;
Dugald Morrison, who covers ICM Mobility Group in his role as head of Australasia; and fixed
income specialist Gavin Blessing.

UIL seeks to generate long-term capital growth by investing in undervalued assets across the
globe. Businesses may be under-priced for a variety of reasons including technological change,
competition, an inefficient balance sheet, an underperforming management team or a lack of
investor interest. Around 70% of UIL’s portfolio is invested in four ICM-managed funds, referred to
as ‘platforms’: Somers (financial services), Zeta Resources (natural resources), Utilico Emerging
Markets Trust (emerging markets utilities and infrastructure) and Allectus Capital (technology, with a
particular focus on fintech). Jillings suggests this approach offers the following benefits:

Focused strategy — each platform has a dedicated mandate and the strategy has an objective

of finding and implementing attractive investments within these.

Dedicated research analysts — for each platform the analysts are focused on understanding

existing portfolio businesses and identifying compelling investments.

Financial support — ability to draw on UIL’s support and financial backing.

Deep knowledge — utilising ICM’s knowledge across many jurisdictions to optimise investment

opportunities and undertake corporate finance-led transactions.

The remaining ¢ 30% of the fund is in direct holdings. The manager stresses the importance of
supporting investee companies with their capital requirements and says UIL may often be among
their largest shareholders, maintaining regular contact with them. There is no limit as to how much
of a company UIL can own, and it may sometimes take legal or management control of a firm.

UIL’s approach to ESG

ICM is committed to a strong ESG framework and is taking steps to strengthen its policy and public
profile. The company is a signatory of the United Nations-supported Principles for Responsible
Investment (PRI). The PRI is an international organisation that works to promote the incorporation
of ESG factors into investment decision-making. UIL’s board believes it is in shareholders’ best
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interests to consider ESG factors when selecting and retaining investments. In conjunction with
assessing the financial, macroeconomic and political drivers when making and monitoring an
investment, the manager embeds ESG opportunities and risks into the firm’s investment process.
Companies are scanned using a rigorous in-depth framework. However, the decision on whether to
make an investment is not made on ESG grounds alone. Factors are incorporated into the process
in three main ways:
Understanding — in-depth analysis of the important business issues faced by potential and
current holdings as well as a deep understanding of the industries in which they operate.
Integration — incorporation of the understanding into full company analysis to ensure there is a
clear and complete picture of the investment opportunity.
Engagement — regular communication with investee companies, both virtually and on location,
where possible, to discuss and identify any gaps in their ESG policies and to further develop
and improve their ESG disclosure and implementation.

The board believes that an analysis of ESG factors helps to enhance the understanding of a
company, as these factors affect their business models and their long-term ability to generate
sustainable returns. It also enables UlIL’s investment team to fully question a company’s investment
potential from a variety of perspectives.

Gearing: ZDP shares and bank debt

UIL follows a levered strategy using ZDP shares and bank debt. Its £37.5m senior secured
multicurrency revolving facility with Bank of Nova Scotia, London branch, was extended in
September 2023 to 19 March 2024, reduced to £25m and will be stepped down further prior to the
final payment. UIL’s board stated its commitment to reduce the company’s debt and gearing in the
FY14 annual report and it has fallen from more than 150% at 30 June 2013 to 80.1% at 31 August
2022, which is well below the board’s 100% maximum target.

The company has an exemplary track record of redeeming its 2012, 2014, 2016, 2018, 2020 and
2022 ZDP shares. Its 35.6m 2022 ZDP shares were redeemed on 31 October 2022 at 146.99p per
share for a total cost of £52.3m, funded by the sale of a third of UIL’'s Utilico Emerging Markets
Trust holding (£20.8m) and repayments of loans due to UIL from Somers and Zeta Resources
(£35.8m). UIL’s capital structure provides holders with attractive yields and a range of maturity
dates, which enables it to realise a smaller number of investments in advance of each redemption
date, so is therefore less disruptive to the portfolio. Exhibit 13 shows the company’s current three
tranches of ZDP shares spread over five years; they are issued by UIL Finance, a wholly owned
subsidiary of UIL.

The company’s ZDP gross redemption yields have increased as their share prices have been
affected by higher interest rates. Over time, UIL’s financing costs had been in a declining trend from
an average rate of 6.3% at the end of June 2013 to 4.7% at the end of June 2022; however, they
increased to 5.7% at the end of June 2023.

Exhibit 13: ZDP shares (at 31 August 2023)

2024 2026 2028
Accrued capital entitiement (p) 131.06 129.81 114.10
Share price (p) 123.00 112.00 90.75
Premium/(discount) to NAV (%) (6.1) (13.7) (20.5)
ZDP cover* (x) 3.72 2.57 1.96
Yield to redemption* (%) 10.6 10.0 10.5
ZDP redemption value (p) 138.35 151.50 152.29
Shares in issue (m) 30.0 25.0 25.0
Ticker UTLG UTLH UTLI

Source: UIL, Edison Investment Research. Note: *Based on final redemption values.
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Fees and charges

ICM receives an annual management fee of 0.5% pa of UIL’s total assets less current liabilities
(excluding borrowings and excluding the value of all holdings in companies managed or advised by
ICM or its subsidiaries from which it receives a management fee), along with 45% of ICM’s costs of
providing company secretarial services. ICM is entitled to a 15% performance fee on NAV returns
over benchmark at the higher of 5.0% or the UK gilt five- to 10-year index post-tax yield plus RPIX
(RPI excluding mortgage payments) inflation. The NAV must exceed the high-water mark NAV from
when the performance fee was last paid (adjusted for capital events and dividends paid) and the
fee is capped at 2.5% of financial year-end NAV (adjusted for capital events and dividends paid). It
is also reduced to take into account any performance fees paid to ICM by companies where UIL is
an investor.

In FY23, UIL’s ongoing charges were 2.8%, which was 60bp higher than 2.2% in FY22; no
performance fees were payable in either period. UEM’s ongoing charges appear high compared
with other investment companies as the expense calculation is based on a percentage of average
net assets (after the deduction of the ZDP shares).

Capital structure

UIL has 83.8m ordinary shares outstanding, the majority are of which are held by companies
associated with ICM manager Duncan Saville or UIL’s directors; hence, the free float is ¢ 20%. Over
the last 12 months, the company had an average daily trading volume of ¢ 18k shares.

Exhibit 14: Major shareholders Exhibit 15: Average daily volume
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Source: UIL. Note: At 31 August 2023. Source: Refinitiv. Note: 12 months to 2 October 2023.

The board

Former director Christopher Samuel retired on 31 May 2023. The board is continuing with four
members unless there is a need to appoint another director for a period to provide a future orderly
succession. Collectively, UIL’s board has experience in a wide range of financial services and the
law. David Shillson is viewed as a non-independent director as he is a senior partner of a law firm
that has acted for associates of UIL and ICM from time to time.

In FY24 the directors’ fees will be £52.5k for the chairman, £38.9k for directors and £50.2k for the
chairman of the audit & risk committee.
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Exhibit 16: UIL’s board of directors

Board member Date of appointment Remuneration in FY23  Shareholding at 31 Aug 23*
Peter Burrows (chair since November 2015) September 2011 £50,000 909,617
Alison Hill November 2015 £37,000 122,729
David Shillson November 2015 £37,000 156,069
Stuart Bridges (chair of the audit & risk committee) October 2019 £47,750 190,032
Source: UIL

This report has been commissioned by UIL and prepared and issued by Edison, in consideration of a fee payable by UIL. Edison Investment Research standard fees are £60,000 pa for the production and broad
dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows and related
IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison’s policies on personal dealing and conflicts of interest.

Copyright: Copyright 2023 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers’ exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.

20 Red Lion Street
London, WC1R 4PS
United Kingdom
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