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AQUA RESOURCES FUND LIMITED

CHAIRMAN'S STATEMENT
For the period from 12 June 2008 (date of incorportion) to 31 December 2008

Introduction

It is my pleasure to report the results of AquadReses Fund Limited (“Aqua” or the “Company”) fdvet period from 12 June 2008
to 31 December 2008.

The Company raised €62.1 million in a placing adinary shares (“Ordinary Shares”) when it launcbed?4 July 2008, at which
time its Ordinary Shares were admitted to the @ffitist of the UK Listing Authority and to tradingn the Main Market of the
London Stock Exchange Plc (the “London Stock Exgedn(“Admission”). The placing price was €1.00r @& dinary Share and the
opening net asset value per Ordinary Share was6¥5,%aking into consideration share issue costs.800ctober 2008, the
Company issued an additional 10.4 million Ordin8hares at a placing price of €1.00 per Ordinary&ha

The Company was launched in the midst of what basetl into the worst recessionary conditions sit@45. Investors used to a
decade of appreciating values, were faced withdalesu reversal of fortune across all asset cla§des.alternative space - hedge
funds, leveraged buy-outs or emerging markets regdeed by many analysts and investors as beinguinento and insulated from

market downturns or cyclical shifts in the real mmmy, were just as affected as the mainstream alssses.

We believe that, in this challenging economic emwiment, investors should focus on long-term invesits underpinned by genuine
fundamentals. The water sector offers investoré suc opportunity; a critical element of our existerwith demonstrable growth
characteristics and a spectrum of investment oppitigs from basic utilities to recycling and inthied use.

Agua is well positioned to take advantage of thigjue long-term investment opportunity as it hadesmr and focused mandate of
investing in the water sector.

FourWinds Capital Management, the Company'’s investrmanager (the “Manager”), has continued to hitéldeam of investment
professionals and analysts specialized in the enmiental sector with a particular focus on watet aater solutions, as well as

individuals dedicated to operations and risk mansagg. The Board of Directors of the Company (thedRl") is satisfied with the
risk management and investment standards that eabr has applied.

Net Asset Value

The Company's net asset value per Ordinary Shasee80#8561 as at 31 December 2008. No dividends haee announced,
declared or paid in the period.

Board's Intentions

The Board is committed to investing the Compangsources as expeditiously as possible but is consaf the over-riding need to
seek out value and sustainable growth.

Outlook

Despite the challenging market environment, youarlaand the Manager believe the Company is weitipaed to provide healthy
risk adjusted returns by way of water and wateategl investment exposure in a global and divetsifiertfolio.

I look forward to reporting on the Company's pragrén the interim report later this year. In theamt@ame further information about
the Company is available on its website at www.agg@urcesfund.com.

Hasan Askari
Chairman
21 April 2009



AQUA RESOURCES FUND LIMITED

DIRECTORS’ REPORT

The Directors of the Company present their repod #he audited financial statements for the pefioth 12 June 2008 (date of
incorporation) to 31 December 2008.

The Company was incorporated on 12 June 2008 wiffistered number 49038 and is domiciled and incatpd in Guernsey,

Channel Islands. The Company is a closed-endedtiment company with limited liability formed undBne Companies (Guernsey)
Law, 1994 (as amended) and its Ordinary Shareadretted to the Official List of the UK Listing Alibrity and traded on the Main
Market of the London Stock Exchange.

Principal activity and business review

The principal activity of the Company during theaipd was that of an investment company. The Comisanyestment objective is
to provide capital appreciation through diversifesgosure to a global portfolio of water-relatedeistments. A review of the period
is provided in the Manager's Report. The Compamgets to continue its activities in the coming year

Results and dividends

The results for the period are shown in the Stat¢rmmEOperations on page 17 and the Company'sdiahposition at the end of the
period is shown in the Statement of Assets andilitials on page 16.

The Directors expect returns to be reinvested anda anticipate paying a dividend. Where any divdl or other distribution is to
be paid, it is expected to be paid in Euros anacitordance with the Companies (Guernsey) Law, ZI@8“Companies Law”), any
other applicable laws, the Listing Rules of the Uisting Authority (“Listing Rules”) and the rulesd regulations of the London
Stock Exchange. Since the date of incorporatiath@iCompany, there has been no dividend or digtoibwf any kind declared, paid
or made by the Company.

Directors

The Directors of the Company who served duringoineod were:
Hasan Askar{Chairman)

Andrea Rossi

Timothy Betley

Kimberly Tara

All of the Directors are non-executive directorglanther than Kimberly Tara, are independent dinect Kimberly Tara is not an
independent director by virtue of her directorshiipand shareholding in, the Manager.

The Directors' interests in the share capital ef@ompany as at 31 December 2008 were:

Number of Ordinary Shares

Hasan Askari 62,500
Andrea Rossi 18,750
Timothy Betley 12,500
Kimberly Tara 3,985,000

* K. Tara's interest is in respect of Ordinary Ssanwned by the Manager of which she is a direntdrshareholder.

None of the Directors has, or has had, an inténesty transaction which is, or was, unusual im#ture or conditions, or significant
to the business of the Company, or which has bdiected by the Company since its incorporation,egtcfor the interest of
Kimberly Tara in the Manager (as stated above) taedefore in the Management Agreement (details lithvare set out on page
24), the placing agreement (details of which ateosg on page 25) and the related party transadtiaespect of Bluewater Bio
International (“BBI”) (details of which are set oo page 26).

The Directors receive the following annual feesrfrihe Company (“Directors’ Fees”):



AQUA RESOURCES FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)

Director No. of Ordinary  Fees payable at Prepaid
Per annum fees Fees paid Shares paid in the end of the Directors’
entitlement during the satisfaction of fee} year (in £) Fees for 2009
(in £) period (in £) (in £)
Hasan Askari 50,000 50,000 62,500 - 27,945
Andrea Rossi 15,000 15,000 18,750 - 8,383
Timothy Betley 20,000 10,000 12,500 4,411 5,589

Kimberly Tara

Applies to first year fees only

The Company reserves the right to pay Hasan AskBirectors’ Fee in shares in respect of any submagyears. The Chairman of
the Audit and Management Engagement Committee, fhiynBetley, receives £5,000 for his services irs ttile in addition to his
Directors’ Fee of £15,000. Kimberly Tara does rexteiive any Directors’ Fees. All of the Directorg aitso entitled to be paid all
reasonable expenses properly incurred by them tendihg general meetings, Board or committee mggtior otherwise in
connection with the performance of their dutiese Board may determine that additional remunerati@y be paid, from time to
time, to any one or more Directors in the eventhsDaector or Directors are requested by the Bdargerform extra or special
services on behalf of the Company.

Share repurchases

The Directors have shareholder authority to purehiashe market up to 14.99 percent of the Compmaissued Ordinary Shares.
This authority will expire at the conclusion of tfiest annual general meeting of the Company ¢he. forthcoming 2009 Annual
General Meeting). The Directors intend to seekwenef this authority from shareholders at eachuahigeneral meeting in respect
of 14.99 percent of the Ordinary Shares in issu¢hattime of the relevant annual general meetingcofdingly a resolution
authorising the Directors to purchase up to 14.8@gnt of the Ordinary Shares in issue will be pemgl at the forthcoming 2009
Annual General Meeting.

Substantial interests in share capital

As at 31 December 2008, the following holdings espnting more than 3 percent of the Company's dsshare capital had been
reported.

Percentage
Number of  of Ordinary Share
Ordinary Shares capital
BNY (OCS) Nominees Limited* 2,988,850 4.12
Euroclear Nominees Limited* 22,964000 31.69
FourWinds Capital Management 3,985,000 5.50
HSBC Global Custody Nominee (UK) Limited* 21(5000 29.67
State Street Nominees Limited* 7,500,000 10.35
Vidacos Nominees Limited* 5,230,145 7.22

* Custodian accounts holdings on behalf of indigldshareholders. These holdings are therefore gatge holdings.

West Midlands Metropolitan Authorities Pension Fufid/est Midlands”) is a beneficial holder of OrdigaShares and a related
party of the Company on account of the size of VWisllands’ beneficial holding in the Company. Waéidlands subscribed for

29.97 percent of the Ordinary Shares in the Comganitial placing of Ordinary Shares at Admissiddn 8 October 2008, West
Midlands subscribed for an additional 2,900,000icad/ Shares for an aggregate consideration of0€20®0 and so currently holds
29.67 percent of the issued Ordinary Shares. THuorsl subscription by West Midlands constitutednalker related party

transaction to which the provisions of the UKLA fiigy Rule 11.1.10R apply and have been complieti.viiandsbanki Securities
(UK) Limited acted as sponsor to the Company iatreh to this transaction.



AQUA RESOURCES FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)
The Manager

FourWinds Capital Management was appointed as theager of the Company on 21 July 2008. The Diredtarve reviewed the
performance of the Manager and are satisfied thatcontinued appointment of the Manager on the gesigreed is in the best
interests of the shareholders and the Company.

Auditors
Ernst & Young LLP have been appointed as auditbthkeCompany and have expressed their willingtes®ntinue in office.
Listing

On 24 July 2008, the Company's Ordinary Shares aengtted to the Official List of the UK Listing Albority and to trading on the
Main Market of the London Stock Exchange (Admisgion

Authorised and Issued Share Capital

The share capital of the Company is representeanbynlimited number of Ordinary Shares of no pduevavhich are denominated
in Euros.

Upon incorporation 2 Ordinary Shares of no par @aliere subscribed for by the subscribers to the dandum of Incorporation of
the Company. On Admission, the Company issued tadui62,064,338 Ordinary Shares in its initial pigcat an offer price of €1
per share. On 8 October 2008, the Company issdadher 10,400,000 Ordinary Shares at an offergpdt€1 per share and these
additional Ordinary Shares were admitted to thacaff List of the UK Listing Authority and to tradg on the Main Market of the
London Stock Exchange on 10 October 2008.

Going Concern

The Directors consider that the Company has adeqeaburces to continue in operational existencéehi foreseeable future and,
after due consideration, believe it is appropriatadopt the going concern basis in preparingitfential statements.

Corporate Governance

There is no specific corporate governance regim@uarnsey and as a closed-ended investment compgisyered in Guernsey, the
Company is not required to comply with the Combir@ade on Corporate Governance (the "Combined Coidstled by the

Financial Reporting Council. The Board has, howgyert in place a framework for corporate governangkich it believes is

suitable for an investment company. As such the @ has, to the extent the Directors consider@pjate, having regard to the
Company’s size, stage of development and resoumndssave as set out below, complied since Admisgiith the Code of

Corporate Governance produced by the Associationneéstment Companies (“AIC") which is considered the Financial

Reporting Council to meet the obligations of thetbined Code.

Save for departing from the requirement to fornemuneration committee or a nomination committeecésithe Company does not
have any executive Directors), the Company is mesgntly aware of any departures from the AIC Cold€orporate Governance
throughout this accounting period.

The Board
All the Directors are non-executive and so themoisiomination or remuneration committee.

The Board will generally meet at least four timegear, at which time the Directors review the mamagnt of the Company's assets
and all other significant matters so as to ensaé the Directors maintain overall control and suig@n of the Company's affairs.
The Board is responsible for the appointment anditnong of all service providers to the CompanyetBeen these quarterly
meetings there is regular contact with the Managke Directors are kept fully informed of investrhamd financial controls and
other matters that are relevant to the businesseo€ompany and should be brought to the attemtiadhe Directors. The Directors
also have access to the Company Secretary (thrdsgippointed representatives who are responsidiesfisuring that Board
procedures are followed and that applicable rutesragulations are complied with) and, where nesrgss the furtherance of their
duties, to independent professional advice at tiperse of the Company.



AQUA RESOURCES FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)

There have been a small number of ad hoc meetintpe Board to approve the listing and placing®afinary Shares and to review
specific items arising between the regular schetigierterly meetings.

In accordance with the Company’s Articles of Asation, at each Annual General Meeting of the Compalhthe Directors who

held office at the two preceding Annual General tfes and did not retire shall retire from officedamay be available for re-
election at the same meeting. Pursuant to thenigdiiules, Kimberly Tara is required to retire froiffice at each Annual General
Meeting and may be available for re-election aheacch meeting.

The Company’s Audit and Management Engagement Ctteenithe “Committee”) comprises each of the Dext except
Kimberly Tara. Timothy Betley acts as Chairman loé Committee. The Committee meets formally attléage a year. The
principal duties of the Committee will be to coresidhe appointment of external auditors, to disausd agree with the external
auditors the nature and scope of the audit, to keefer review the scope, results and cost effentise of the audit and the
independence and objectivity of the auditors, téens the external auditors’ letter of engagement aranagement letter, to approve
the remuneration of the auditors, to review the Gany’s annual report and audited financial statdmemaudited interim financial
reports and to analyse the key procedures adoptédebCompany’s service providers. Where non-aselivices are to be provided
by the auditors, full consideration of the finah@ad other implications on the independence ofahéitors arising from any such
engagement will be considered before proceeding.

The Committee will also consider the appointment @muneration of the Manager and of other semiogiders to the Company.

Attendance at the Board and the Committee meeforghe period from incorporation on 12 June 20081 December 2008 was as
follows:

Number of H Askari A Rossi T Betley K Tara
meetings held
Board Meetings 1 1 - 1 -
Ad hoc Board Meetings 5 1 3 4 5
Ad hoc Committee Meetings of the Board 2 1 - 1 1

Audit and Management Engagement Committee - - - - -

The Board has a breadth of experience relevamet@€bmpany and the Directors believe that any émalsle changes to the Board's
composition can be managed without undue disrupWdéith any new director appointment to the Boahsideration will be given
as to whether an induction process is appropriate.

Internal Controls
The Board recognises the need for effective highllmternal controls. High level controls in optoa at the Company include:

- Segregation of duties between relevant functaoms departments within the Company’s administrdd@BC Securities
Services (Guernsey) Ltd (“the “Administrator” or SBC") and the Manager.

- Consideration of compliance reports, administratieports, and portfolio valuations provided by &dministrator.

- Consideration of Manager’s reports and analysis.

The Administrator has a number of internal confrgictions including a dedicated Compliance Offiednto is appointed as a
statutory requirement and whose role is determinethe Guernsey Financial Services Commission wiricludes the maintenance
of a log of errors and breaches which are repdddatie Board of both the Company and the Administrat each quarterly board
meeting.

Relations with Shareholders

The Board believes that the maintenance of goadioals with shareholders is important for the Itergn prospects of the Company.
The Board receives feedback on the views of shider®from the Company’s Broker and the Manager.

All general meetings of the Company will be heldanernsey. The Company will hold an Annual Genbtagting each year.



AQUA RESOURCES FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)

2009 Annual General Meeting

The following information to be discussed at the fadhcoming Annual General Meeting of the Company, tabe held on 4 June
2009, is important and requires your immediate attation. If you are in any doubt about the action ya should take, you
should seek advice from your stockbroker, bank manger, solicitor, accountant or other financial advier, authorised under
the UK Financial Services and Markets Act 2000 (asmended). If you have sold or transferred all of gur Ordinary Shares in

the Company, you should pass this document, togetheith all accompanying documents, to the purchaseor transferee or to
the person through whom the sale or transfer was #fcted for transmission to the purchaser or transfeee.

Resolutions relating to the following items of si¢dusiness will be proposed at the forthcominghdal General Meeting of the
Company. The Directors recommend that shareholders vote inalvour of the resolutions which are, in the Directos’ opinion,
in the best interests of shareholders as a whole.

Resolution 6 - Authority to buy back shares

The resolution to be proposed will seek to renesvatthority granted to Directors enabling the Comypta purchase its own shares.
The Directors will consider repurchasing shareshim market if they believe it to be in shareholtérerests and as a means of
addressing any imbalance between supply of, andadénfor, shares, to increase the net asset valushage and to assist in
maintaining a narrow discount to net asset valuespare in relation to the price at which the shanay be trading.

Purchases of Ordinary Shares will only be madeutfinche market for cash at prices below the prisvpitet asset value per share.
Under the Listing Rules of the Financial Servicagh®rity the maximum price which can be paid by @@mpany for a share shall
be the higher of (i) 5 percent above the averagehefmid-market values of the Ordinary Shares Fa five business days
immediately preceding the date of purchase, ajdh@ higher of the last independent trade anchtgbest current independent bid
for the Ordinary Shares on the trading venue wheggurchase is carried out. The Directors ag&ing authority to purchase up to
14.99 percent of the issued share capital of theg2amy at the date the resolution is passed. Adéte of the publication of the
notice of Annual General Meeting that represen@8@2,404 Ordinary Shares. The authority grantethbyesolution will expire at
the conclusion of the next Annual General Meetirfighe Company or, if earlier, 14 months from theedaf passing of the
resolution.

The timing of any purchases by the Company purstaattiite authority will be decided by the Directosny shares bought back may
be held in treasury (up to a maximum of 10 percoémhe issued share capital) or be subsequentigetiad by the Company.

Resolution 7 - Authority to make tender offers

The resolution to be proposed will seek to renesvdhthority granted to the Directors enabling tleen@any to purchase its own
shares pursuant to a tender offer for up to 25queref the issued Ordinary Shares of the Compangfasred to, and on such terms
as are set out in, the prospectus issued by thep@wyron 21 July 2008. The Directors will considexking such a tender offer from
time to time if they believe it to be in sharehokldnterests and as a means of addressing anylamte between supply of, and
demand for, shares, to increase the net asset patughare and to assist in maintaining a narr@aodint to net asset value per share
in relation to the price at which the shares mayading.

The Directors are seeking authority to make teraffars for a maximum number of shares up to 25 gu@rof the issued share
capital. Any such tender offer will only be madeaarice below the prevailing net asset value &s#utable costs and as otherwise
determined by the Directors in their sole discmetioThe minimum price (exclusive of expenses) whicdly be paid for a share
pursuant to a tender offer under the authority0i® €. The authority granted by the resolution expire at the conclusion of the next
Annual General Meeting of the Company or, if eayligl months from the date of passing of the ragoiu

The timing of any purchases by the Company purstmattender offer made under this authority wil decided by the Directors.
Any shares bought back may be held in treasurytgug maximum of 10 percent of the issued sharetaamr be subsequently
cancelled by the Company.



AQUA RESOURCES FUND LIMITED

DIRECTORS’ REPORT (CONTINUED)

Resolution 8 - Amendment of the Articles of Associmn of the Company

The resolution to be proposed will seek to amemdAtticles of Association of the Company in ordemprovide that the holders of
dematerialised shares can vote those shares URB&T Electronic Proxy Voting Service.

The full terms of the proposed amendments to thilas of Association will be available for inspiect from the date of posting of
this document until the close of the Annual Genddaleting at the offices of Cenkos Securities plc,768 Tokenhouse Yard,
London, EC2R 7AS and at the place of the AnnualgBdrMeeting for at least 15 minutes before andnguthe meeting.

Statement of Directors' Responsibilities

The Directors are responsible for preparing tharfoial statements in accordance with applicablertdey law and generally
accepted accounting principles in the United Statesmerica (“US GAAP”).

Guernsey company law requires the Directors togneefinancial statements for each financial pevibith give a true and fair view
of the state of affairs of the Company and of thafipor loss of the Company for that period. Ireparing such financial statements
the Directors are required to:

- select suitable accounting policies and then agipyn consistently;
- make judgements and estimates that are reasonmabjeradent;

- state whether applicable accounting standards haea followed, subject to any material departuiisslased and explained
in the financial statements;

- prepare the financial statements on the going aonbasis unless it is inappropriate to presume thatCompany will
continue in business;

- disclose that there is no relevant audit infoiarabf which the Company’s auditor is unaware;

- disclose that they have taken reasonable stepsotingiyt to have taken as directors to make themselware of any relevant
audit information and to establish that the Compsmawyditor is aware of that information.

The Directors are responsible for keeping propeoasting records which disclose with reasonableig@my at any time the financial
position of the Company and enable them to enshakthe financial statements comply with the Congmhaw. They are also
responsible for safeguarding the assets of the @aynpnd hence for taking reasonable steps forrdweeption and detection of fraud
and other irregularities.

The Directors confirm to the best of their knowledg

- The financial statements have been preparedcordance with US GAAP.

- The financial statements have been prepareddardance with the applicable set of accountingdseds, give a true and
fair view of the assets, liabilities and finangisition and profit or loss of the Company.

- The Chairman’s Statement and Manager’s Repoltdieca fair review of the development and perforoeaof the business
and position of the Company together with the dpion of the principal risks and uncertaintiestttiee Company faces, as
required by the Disclosure and Transparency RuléseoUK Listing Authority.

- So far as each of the Directors is aware, ther®irelevant audit information of which the Comygarauditors are unaware
and each Director has taken all reasonable stejgshéheught to have taken as a director to makedtifherself aware of
any relevant audit information and to establish tha Company’s auditors are aware of that inforomat

Signed on behalf of the Board of Directors by:

Hasan Askari
Director
28 April 2009

'pTR4.1.12



AQUA RESOURCES FUND LIMITED

MANAGER’'S REPORT (CONTINUED)
As at 31 December 2008

For the period from 12 June 2008 (date of incorportion) to 31 December 2008

The Company's portfolio is managed by the MandgeuyWinds Capital Management.
The Manager is pleased to report that the net astat per Ordinary Share of the Company as of 8&elmber 2008 was €0.9561.

In the current economic context, investors are isgedo protect their capital and tend to shift thettention to long term real assets.
An ideal sector for this type of investment is watéhich has strong, sustainable growth charactesisind allows investors to
diversify their risk across a range of investmentsch surround the supply, use and treatment @& phécious commodity while
targeting more specifically water treatment, reaisé recycling, energy efficiency and new infrastuue.

There has been much press attention lately focasethe simple fact that drinking water is a scacoemodity, it is becoming
scarcer and that supplies of it are rarely wheey #ire most needed. In March 2009, the UN rele#ssid three-year report at the
water summit in Istanbul which concluded that watearcity is not just an issue, it is a health andan urgency. Industry and
agriculture demand ever increasing volumes of waterin increasingly pure forms. Additionally, tiddrastructure that is needed to
ensure that as many people as possible have gocassnuch fresh water as they need is either risteex in many parts of the third
world, or is aged to the point of infirmity in most the developed world. It is a well known statighat London’s Victorian water
pipes, for example, leak away over 40 percent ®ftktensively treated water that is pumped thrabgm.

2008 proved to be a very difficult year for somegawater companies and it has been even hardérdse listed on stock exchanges
as their stock prices fell in sympathy with the dter financial markets. It is true that their atid¢ slowed down and there have
been a good number of reorganizations, includin@ @Rd CEO departures at blue chip companies, wiriatoke unease with their

investor base. Whilst the water utilities are, tglly, fairly close to being pure play water invesnts and have very defensive
qualities (the beta of UK water companies is tylychelow 0.8 against the FTSE 100 Inéethey suffer from being the focus of
governments’ efforts to continue to supply as mweler as consumers need at a price those conseareedford.

Nevertheless, the water sector is still in greahaled. With the US stimulus package, it is expetbed the US will spend several
billions in water and water related investments|uding US$4 billion for clean water State revolyifund grants, US$2 billion for
safe drinking water capitalization grants and U3flion for the Bureau of Reclamation water andatetl resources, including
inspection of canals in urbanized afedis stimulus package emphasizes the generabliicikestment in infrastructure and lack of
technology development in the water sector. Thisihgart been driven by the need to keep costsidomater utilities do not like to
focus on research and development costs which mdyup being written off. A further contributing tac has been that those
countries which experience the worst water streseher too poor to be able to develop their e@ahnology to tackle the problem
or are so rich and have access to such cheap etiergylo not need to. For example, the prevaitiagalination technology in the
Middle East is thermal, which, to put it in its mgsimitive terms, is boiling sea water and coliegtthe steam to remove the salt.
Those countries in the middle, such as the UK, wihwegiter stress is moderate and consumers arevedyatvealthy typically make
and mend the infrastructure they have and focysggling to keep supply constant and costs down.

Aqua is focusing on the one hand on operators awtldpers who require new capital for growth, amdtloe other hand on
innovation with an aim to ensure that the indubggomes more efficient by providing consumers, tieindividuals or industrials,
with plentiful water without dramatic increasesciost. By investing across the water value chaomfproviders of infrastructure
and services, to industries and municipalitiesprimponents of advanced wastewater treatment ahadéagy which focuses on the
removal of fat oil and grease from effluent in veasater streams, Aqua can diversify risk acrossra mad range of industries and
geographies whilst maintaining a fundamental liokthie core driver behind its investments. This apph seeks to ensure that
investors make consistent, stable, enhanced returns

Agua announced its first commitment in November&@Mhen it conditionally agreed to invest US$12.6lian for a 45 percent
interest in Ranhill Water Technologies (Cayman) (1BWT Cayman”), a new company incorporated in tbayman Islands.
Ranhill Utilities Berhad (“RUBHD”), Ranhill Berhad’70 percent owned water utility subsidiary, anmaahit would contribute its
existing business of Ranhill Water Technologies 8tid and operations in the People’s Republic om@hand Thailand to RWT
Cayman and be a 51.8 percent owner of RWT Cayriramthermore, the officers of RUBHD committed toést US$880,000 for a
3.2 percent equity interest in RWT Cayman. The Re@houp’s 2007 revenues were approximately US$aftlion with net profits
at approximately US$34 million. This first investmiewhich closed in March 2009, is a clear endoesgnof Aqua’s strategy to
focus on the water sector and its ability to attteest in class water partners.

! Sourced from publicly available information
2 US Department of the Interior, Bureau of ReclanmtWateReuse, US Environment Protection Agency
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AQUA RESOURCES FUND LIMITED

MANAGER’'S REPORT (CONTINUED)
As at 31 December 2008

In addition, since the balance sheet date the Coynpas closed its second investment, in a two gpageess. On 16 March 2009,
the Company purchased shares representing apptteknTa8 percent of the fully diluted share capgaBBI from the Manager for

a consideration of US$2.97 million (€2.30 million®n 20 April 2009, the Company acquired by sulpsion a further stake in BBI

for a total consideration of approximately £2.3limil (€2.6 million), taking the Company's aggreghtdding to approximately 15

percent of the enlarged fully diluted share capmfaBBl. BBI focuses on selling its proprietary wasater technology, HYBACS, to
both the municipal treatment sector and to indalstdnsumers and polluters of water. The investrfientvell with Aqua's strategy

as it not only adds an attractive set of techn@®dbcusing on wastewater treatment and water liagydut also a very good

geographic coverage with partnerships and cliantsoth Western and Eastern Europe as well as tdelMEast. Furthermore BBI

has moved towards signing reference plants andtditibn contracts with high profile water players.

The Manager is actively looking to add attractiveeistment opportunities in the water space. Reomarket conditions have
presented opportunities for the Company to engaghiscussions with key global sector players. Assalt, the Manager is focused
on further accessing partnerships with blue chipewaompanies which re-inforce the Company’s ciiéitlitas a key private capital
provider in the water space in 2009.

FourWinds Capital Management
21 April 2009
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AQUA RESOURCES FUND LIMITED

INVESTMENT OBJECTIVE AND POLICY
Investment Objective

The Company’s investment objective is to providpitzd appreciation through exposure to a diverdifgortfolio of water related
investments.

Investment Policy

The Company is in the early stages of implemeritmigiwvestment policy as set out below, having &hed on 24 July 2008, and had
not, as at 31 December 2008, invested in any ass@igestments.

The Manager is responsible for the discretionavgstment management of the assets of the Compahgesks to accomplish the
Company's investment objective by:

- seeking exposure to water-related investmentexXpkined below) on a global basis;

- seeking portfolio diversification by investingrass the broad value chain of water-related prsjant investments; and

- seeking to control risk through such portfolioefisification, investment vehicle selection and lenpentation of risk control
strategies.

No assurance can be given, however, that the Compdhachieve its investment objective, and invesnht results may vary
substantially over time and from period to period.

Diversification

The Company’s portfolio of assets and investmentsnftime to time (the “Portfolio”) will be diversédd by factors such as
geography, water sector and investment type, strecnd size. The Company may invest in compamdspeojects in both mature
and emerging markets. There will be no predeterdhiimait per region, but for diversification purpasthe Company will invest in at
least three regions of the world.

Investments will be sought in a diverse range ofewaectors. Once investment is substantially cetelit is anticipated that no

single investment, at the time of acquisition, mageed 30 percent of the gross assets of the Companthese purposes, where the
Company invests in a portfolio of assets, eachviddal underlying asset shall be treated as a siiglestment and where the
Company invests by means of a holding companyt jaénture or similar investment or investment vihieach underlying asset

shall be treated as a single investment.

In addition, in exceptional circumstances, the Bloamay authorise the acquisition of an investmenasset which exceeds the 30
percent limit and is up to 50 percent of grosstass the time of acquisition. Such authorisatiay only be given in circumstances
where the Board considers the acquisition to b&trategic importance to the Company in achieviagiterall investment objective
and the Manager has, at the time of acquisitioesgmted to the Board for approval a proposal foalecing the Portfolio to within
the 30 percent limit as soon as practicable (ananiynevent within a period not exceeding 18 monthysjneans of further capital
raisings, additional investments, disposals of paitivestment or otherwise.

Asset Allocation

Investments may be made within a diverse range atbmrelated segments including infrastructurehnetogy, recycling and
treatment and in water-related projects such agewaser treatment, water distribution and infrastinee, water-to-energy, clean
water, desalination, and others. Investment withpdse primarily direct stakes in unquoted watéaterl companies and projects. A
target threshold of at least 60 percent wateradlactivity will be set for an investment to be sidered "water-related".

Gearing

Whilst the Articles of Association of the Compangrmit maximum borrowings of up to 30 percent of meset value of the
Company, the Company'’s policy is to ensure thaagtgregate borrowings from time to time do not exicea maximum of 20 percent
of net asset value of the Company. Initially, theeBtors intend to use this facility primarily fehort term liquidity, to facilitate the
operation of the Company’s over-commitment polify; working capital requirements and to fund shbrgbacks. However,
borrowings may also be used for investment finagdin certain cases and, if the Directors deem uidpnt, the Company may
borrow for longer term purposes.

12



AQUA RESOURCES FUND LIMITED

INVESTMENT OBJECTIVE AND POLICY (CONTINUED)

General

It is the intention of the Directors, subject tork@ conditions, for the Company to be substantigiested or committed (i.e. 80 to
85 percent) in accordance with its investment golithin 12 to 18 months of Admission on 24 July08and thereafter at all times,
although the Manager may exercise its discretidmotd cash or cash equivalent instruments at ang tis appropriate. Pending such
investment the net proceeds of the initial plaghthe Company’s Ordinary Shares at Admission ballheld in cash or fixed income
securities (including, but not limited to, bank dsjts, bonds or government issued treasury seesjitor the purpose of protecting
the Company’s capital assets. Income earned franinitestments will be reinvested by the Companyadeordance with its
investment policy, subject to working capital requients.

The Portfolio is expected to comprise investmentsiltiple currencies. The Company will not systéoaly hedge its currency

exposure, but may evaluate on a case-by-casethagimtential benefits of hedging against interat risks or currency risk related
to assets not denominated in Euro. The Company mlagre appropriate, also enter into forward interate agreements, forward
currency agreements, interest rate and bond futtmesacts and interest rate swaps and purchaseter into put or call options on
interest rates and put or call options on futurfeigterest rates. Any currency hedging will only leed for the purposes of efficient
portfolio management and will not be used for angrency speculation.

In order for the Company to maximise the percentigmtal assets invested at any given period mé&tithe Manager intends to
follow an over-commitment strategy, subject to goydelines set by the Board. The Board has setigeljue that the Company’s
total commitments should not exceed 150 percetheturrent gross assets of the Company (as detednhy the Directors and the
Manager at the time of acquisition or commitmemst)bject to such commitments being in accordancé wie Company’s

investment policy. Whilst the Board may increaseantuce this percentage in its discretion in tharky it has no current intention to
do so.

The Company will comply with certain investmenttriesions for so long as they remain requiremeifitdie UK Listing Authority as
set out below. The Directors do not currently inte¢n propose any material changes to the Company&stment objective and
policy, save in the case of exceptional and unfme<sircumstances. As long as the Listing Rulesguire, any material change to
the investment policy of the Company will be madéyavith the approval of shareholders.

I nvestment restrictions
The Company will comply with the following investmterestrictions for so long as they remain requiata of the UK Listing
Authority:

- the Company and any of its subsidiaries musttoatiuct a trading activity which is significanttime context of its group as a
whole. This does not prevent the businesses forpamgof the Portfolio from conducting trading aites themselves; and

- not more than 10 percent in aggregate of theevafithe total assets of the Company at the tim&dofiission on 24 July 2008
may be invested in other listed closed ended invest funds except that this restriction shall n@plg to investments in
closed ended investment funds which themselves pabkshed investment policies to invest no moantth5 percent of their
total assets in other listed closed ended invedtfoeds; and

- the Company will notify to a regulatory informai service within five business days of the ene@adth quarter, a list of all
investments in other listed closed ended investrierds, as at the last business day of that quarteich themselves do not
have stated investment policies to invest no moaa tL5 percent of their total assets in otherdistesed ended investment
funds.

Although there is no restriction on the Companyrgla controlling stake in an investee companyeneure a spread of investment
risk the Company will avoid:

- cross financing between the businesses formimy plits Portfolio including, for example, througthe provision of
undertakings or security for borrowings by suchihbesses for the benefit of another; and

- the operation of common treasury functions asvbeh the Company and investee companies.

The Company will, at all times, invest and mandgeassets in a way which is consistent with itseobpf spreading investment risk
and in accordance with the investment policy s¢above.
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AQUA RESOURCES FUND LIMITED

BOARD OF DIRECTORS
The Directors are as follows:

Hasan Askari (Chairman)

Mr Askari, the Chairman of the Board, has beenrwestment banker since 1975, initially with SG Wagh& Co. Ltd. (now UBS
Ltd.) and subsequently, with Chase Investment Barmkong Kong and Barclays Capital in Tokyo and LondHe was most recently
at Old Mutual plc., London as a member of the ExgeuCommittee responsible for the United Kingdond &urope and later, for
Asia-Pacific. He remains an adviser to Old Mutit.is also an adviser to the Kotak Mahindra Graung of India's leading banking
groups. He has an M.A. (Oxon).

Andrea Rossi

Mr Rossi is currently Chairman and Chief Execut®fficer of AXA Italy and Deputy Chairman of AXA dgtties in the Gulf
Region. He has worked for the AXA Group for thestpeight years, and previously served as Seniog Piesident for International
Operations for the Mediterranean region, Latin Aicgrand the Middle East before becoming Chief OgpegaOfficer for the
Mediterranean region in 2005. He has been a Ba@mthber of AXA entities in countries including TuykeSpain, Portugal,
Morocco, Brazil, Argentina and Chile and is curhgmt Board member of AXA Middle East (Lebanon), AXtaly and AXA Gulf.
Before AXA, he held senior executive positions iB Gapital and Aegon Transamerica. Mr Rossi wag@seha Masters of Science
degree in Economics from the University of Romel@892 and an MBA from Fontainebleau's INSEAD in 19%r Rossi is an
Italian national.

Timothy Betley

Mr Betley is a Guernsey resident independent Directf the Company. He has extensive experienceffshore financial

management, having started his career with thet TGagporation of the Bahamas in 1960 and becamealfiag Director of Royal

Bank of Canada (Channel Islands) Limited, Guerrnsel973. Between 1973 and 2000 he at various tseesed as a Director of
Royal Bank of Canada trust companies in the BahathasCayman Islands, Jersey, Hong Kong and Swatzeér In the 1990s he
was Chairman of Bank Sarasin (Guernsey) Limited, iar2000 became a Director of Close Trust Comp@aagrnsey Limited. Mr
Betley has been a member of the Investment Dedlsssciation Canada, the Society of Trust and Edabetitioners, and the
Chartered Institute of Bankers.

Kimberly Tara

Ms Tara is the Chief Executive Officer of the MaaagShe started her career in 1991 in Mergers §uisitions at Morgan Stanley.
In 1995 she joined Value Partners, a McKinsey gffrthat is today the largest private consultingnfiin Italy. In 1999, she began
working as an alternative investment consultardgyigiing financial and advisory services for cliem<£urope and the US. She also
worked as Chief Financial Officer and Director ofighess Development for a US-based biotech comparysing on central
nervous system drug development and memory enhamemin 2005, she co-founded FourWinds Capital &gment (the
Manager). Ms. Tara graduated magna cum laude Boomvn University with a degree in Business Econ@rand received her
MBA from INSEAD in France. Ms. Tara is residentArance.
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AQUA RESOURCES FUND LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF AQUA RESOURCES FUND LIMITED

We have audited the Company's financial statenfentthe period from 12 June 2008 (date of incorfiorg to 31 December 2008
which comprise the Statement of Assets and LiasljitStatement of Operations, Statement of Chaimgligt Assets, Statement of
Cash Flow, Financial Highlights and the relatedesol to 7 (“the financial statements”). Theserfmal statements have been
prepared on the basis of the accounting policiesigetherein.

This report is made solely to the Company’s memhbsra body in accordance with Section 262 of then@2mies (Guernsey) Law
2008. Our audit work has been undertaken so thahight state to the Company’s members those matterare required to state to
them in an auditors' report and for no other puepcko the fullest extent required by the law, we rdii accept or assume
responsibility to anyone other than the CompanytardCompany’s members as a body, for our audikwfor this report, or for the

opinions we have formed.

Respective responsibilities of directors and audits

The Directors are responsible for the preparatifothe financial statements in accordance with ajaplie Guernsey law as set out in
the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statts in accordance with relevant legal and regofaquirements and International
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether therfial statements give a true and fair view andpaoperly prepared in accordance
with the Companies (Guernsey) Law, 2008. We alpometo you if, in our opinion, the Company has kept proper accounting

records, if the Company'’s financial statementsrarein agreement with the accounting records avdéfhave not received all the
information and explanations we require for ouriaud

We read other information contained in the finahsiatements and consider whether it is consistétit the audited financial
statements. This other information comprises Mansnt and Administration, the Chairman's Statemiimgctors' Report and
Manager’'s Report. We consider the implications dor report if we become aware of any apparent atisstents or material
inconsistencies with the financial statements. @aponsibilities do not extend to any other infation.

Basis of audit opinion

We conducted our audit in accordance with Inteamati Standards on Auditing (UK and Ireland) issbgdhe Auditing Practices
Board. An audit includes examination, on a tesid)af evidence relevant to the amounts and discés in the financial statements.
It also includes an assessment of the significatilmates and judgments made by the Directors impteparation of the financial
statements, and of whether the accounting polieies appropriate to the Company's circumstancessistently applied and
adequately disclosed.

We planned and performed our audit so as to olatidithhe information and explanations which we cdeséd necessary in order to
provide us with sufficient evidence to give readmleaassurance that the financial statements aeeffoen material misstatement,
whether caused by fraud or other irregularity aioer In forming our opinion we also evaluated theerall adequacy of the
presentation of information in the financial stagsits.

Opinion
In our opinion the financial statements give a tamel fair view in accordance with accounting piaes generally accepted in the

United States, of the state of affairs of the Comypas at 31 December 2008 and of its loss for #réeog@ from 12 June 2008 to 31
December 2008 and have been properly preparectordance with the Companies (Guernsey) Law, 2008.

Ernst & Young LLP
Guernsey
28 April 2009

15



AQUA RESOURCES FUND LIMITED

STATEMENT OF ASSETS AND LIABILITIES
AS AT 31 DECEMBER 2008

31 December 2008

Notes €

Assets
Cash 69,302,712
Interest receivable 2,338
Prepaid expenses 315,206
TOTAL ASSETS 69,620,256
Liabilities
Directors’ fees payable 4,601
Other payables 4 335,508
TOTAL LIABILITIES 340,109
NET ASSETS 69,280,147
Net Assets consist of:
Ordinary Shares (no par value, authorised to isslienited
number c_)f Ordinary Shares, 72,464,340 of which vieseed and 5 70,030,004
outstanding)
Accumulated losses (749,857)

69,280,147
Net asset value per Ordinary Share 0.9561

The accompanying notes form an integral part ofitrencial statements.

The financial statements on pages 16 to 26 wersgapg by the Board of Directors on 28 April 200@ a@ngned on its behalf by:

Hasan Askari Timothy Betley
Director Director
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AQUA RESOURCES FUND LIMITED

STATEMENT OF OPERATIONS
FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

12 June 2008 to
31 December 2008

Notes €

Operating Income
Interest income 410,338
Total operating income 410,338
Operating Expenses
Administrator fees 48,520
Audit & professional fees 115,876
Directors’ fees 3 42,598
Organisational expenses 54,060
Due diligence expenses 269,191
Management fees 3 570,245
Miscellaneous expenses 49,017
Total operating expense 1,149,507
Net investment loss (739,169)
Realised loss from foreign currency
Net realised loss from foreign currency (10,688)

(10,688)
Decrease in net assets resulting from operations (749,857)
Net investment loss per Ordinary Share (annualised)
Basic & Diluted (0.0185)
Net loss per Ordinary Share (annualised):
Basic & Diluted (0.0188)
Weighted Average Number of Ordinary Shares Outstanthg:
Basic & Diluted 67,524,340

The accompanying notes form an integral part ofitrencial statements.
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AQUA RESOURCES FUND LIMITED

STATEMENT OF CHANGES IN NET ASSETS
FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

12 June 2008 to
31 December 2008

Notes €
Operations
Net operating loss (739,169)
Net realized foreign currency loss (10,688)
Net decrease in net assets resulting from operatisen (749,857)
Share Capital transactions
Issuance of capital 72,464,340
Offering costs (2,434,336)
Net increase in net assets resulting from share cigl transactions 5 70,030,004
Net increase in net assets 69,280,147
Net assets at beginning of period -
Net assets at end of period 69,280,147
Net asset value per Ordinary Share 0.9561
Number of Ordinary Shares issued and outstanding a¢nd of period 5 72,464,340

The accompanying notes form an integral part ofitrencial statements.
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AQUA RESOURCES FUND LIMITED

STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

12 June 2008 to
31 December 2008

€
Operating activities
Decrease in net assets resulting from operations (749,857)
Adjustment to reconcile decrease in net assetstirgsfrom operations to net cash used in
operating activities:
Increase in interest receivables (2,338)
Increase in prepaid expenses (315,206)
Increase in other payables 340,109
Net cash used in operating activities (727,292)
Financing activities
Proceeds from Ordinary Shares issued 72,464,340
Offering costs (2,434,336)
Net cash provided by financing activities 70,030,004
Net increase in cash 69,302,712
Cash at beginning of period -
Cash at end of period 69,302,712

The accompanying notes form an integral part ofitrencial statements.
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AQUA RESOURCES FUND LIMITED

FINANCIAL HIGHLIGHTS

FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

Per share datd

Net asset value on issue

Offering costs

Net asset value after deducting offering costs
Net investment loss

Net realised foreign currency loss

Total from investment operations

Net asset value at end of period

Ratios/supplemental data

Per share market value at end of period

Total return

Total shareholder loss

Number of Ordinary Shares outstanding at end abger
Weighted average number of Ordinary Shares

Net assets at end of period (in €)

Average net assétin €)

Ratio of operating expenses to average net dssets
Ratio of net investment loss to average net assets

The accompanying notes form an integral part ofitrencial statements.

'Basic weighted average per share data
Average net assets calculated using the quartetlgssets
®Ratios based on reporting periods of less tharveuslonth are annualized
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12 June 2008 to
31 December 2008

1.0000
(0.0361)

9630
(0.0076)
(0.0002)

(0.0078)

0.9561

0.9561

(0.0096)

(0.0439)

72,464,340
673804

69,280,147

64,581,854
(4.07%)
(2.62%)



AQUA RESOURCES FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

. ORGANISATION

Agua Resources Fund Limited (the “Company” or “Auaas incorporated on 12 June 2008 as a closedeeimyestment company
with limited liability under The Companies (Guergskaw, 1994 (as amended).

The Company aims to provide capital appreciatioough diversified exposure to a global portfoliovediter-related investments.
The Company’s portfolio of investments will be disiied by factors such as geography, water seatat,investment type, structure
and size. The Company may invest in companies apjéqts in both mature and emerging markets. Tieen® predetermined limit
per region, but for diversification purposes thex@any will invest in at least three regions of wwrld.

FourWinds Capital Management has been appointeth@dVanager of the Company with responsibility the discretionary
management of the Company’s assets.

On 24 July 2008 the Company’s Ordinary Shares wdmitted to the Official List of the UK Listing Albrity and to trading on the
Main Market of the London Stock Exchange undettitler symbol "H20" (Admission).

The Company's fiscal year end is 31 December.
. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation
The accompanying financial statements have beepapzd in accordance with accounting principles gadhlyeacceptable in the
United States of America (“US GAAP”).

The Company’s financial statements are present&diin which is the functional and the reportingrency of the Company.

Valuation of Investments
The investments of the Company will be carried @t ¥alue in accordance with Statement of Finan&ietounting Standards
(“SFAS”) No. 157 (“SFAS No. 157").

SFAS No. 157 provides a framework for measuring fiie value of assets and liabilities. SFAS No. 180 provides guidance
regarding a fair value hierarchy which prioritiseformation used to measure fair value and thecefié fair value measurements on
earnings and provides for enhanced disclosuresrdigied by the level within the hierarchy of infortieen used in the valuation.
SFAS No. 157 applies whenever other standards needar permit) assets or liabilities to be measuwaedair value but does not
expand the use of fair value in any new circumsanc

SFAS No. 157 defines fair value in terms of the@that would be received to sell an asset or foatichnsfer a liability in an orderly
transaction between market participants at the umeasent date. The price used to measure the féirevia not adjusted for
transaction costs while the cost basis of investsmmamy include initial transaction costs. Under SFNo. 157, the fair value
measurement also assumes that the transactiorll tansasset occurs in the principal market for #isset or, in the absence of a
principal market, the most advantageous markethi@rasset. The principal market is the market iicvithe reporting entity would
sell or transfer the asset with the greatest volantklevel of activity for the asset. In determinthe principal market for an asset or
liability under SFAS No. 157, it is assumed tha thporting entity has access to the market aseofrteasurement date. If no market
for the asset exists or if the reporting entity slaet have access to the principal market, thertiegoentity should use a hypothetical
market.

The Company adopted SFAS No. 157 as of 12 June @B@&late of incorporation). SFAS No. 157 esthlelésa fair value hierarchy
that prioritizes the inputs to valuation techniquesd to measure fair value. The hierarchy gikieshighest priority to unadjusted
guoted prices in active markets for identical assetliabilities (level 1 measurement) and the Istweriority to unobservable inputs
(level 3 measurements). The three levels of tliesédue hierarchy under SFAS No. 157 are descrhizddw:

Level 1 Financial assets and liabilities whose @alare based on unadjusted quoted prices in antivieets that are accessible at the
measurement date for identical, unrestricted assdiabilities.
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AQUA RESOURCES FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON TINUED)

Level 2 Financial assets and liabilities whoseigalare based on the following:

a) Quoted prices for similar assets or liabilifieactive markets;

b) Quoted prices for identical or similar asset$iailities in non-active markets;

c) Pricing models whose inputs are observabledbstntially the full term of the asset or lialyijit

d) Pricing models whose inputs are derived pridtygfaom or corroborated by observable market dataugh correlation or

other means for substantially the full term of #sset or liability.

Level 3 Financial assets and liabilities whoseugalare based on prices or valuation techniquésréhaire inputs that are both
significant to the fair value measurement and uenlable. These inputs reflect the directors’ ovasumptions about the
assumptions a market participant would use in pgithe asset or liability.

The inputs or methodology used for valuing seasitire not necessarily an indication of the risoeisted with investing in those
securities.

The Company did not have any financial instrumémtsieasure at fair value as of 31 December 2008.

Use of Estimates

The preparation of the financial statements in conity with US GAAP requires management to makénestes and assumptions
that affect the reported amounts of assets andities®, and disclosure of contingent assets aahblilities at the date of the financial
statements, and revenue and expenses during tioel peported. Actual results could differ from teasstimates.

Cash
Cash comprises bank balances with banks and fiakinstitutions.

Interest Income
Interest is recorded on an accruals basis to ttenethat the amounts are collectible.

Expenses
Expenses are accounted for on an accruals basis.

Foreign Currency Translation

Assets and liabilities denominated in foreign cocies are translated at the rates of exchange ipngvat the date of the financial
statements. Transactions in foreign currenciestiameslated at the rates of exchange prevailinghattime of the transaction.
Exchange gains or losses are included in the Seateaf Operations under net realised gain/(losd)appreciation/(depreciation) of
foreign currency.

Taxation
The Company is a Guernsey Exempt Company and lisftre not subject to taxation on its income urttierincome Tax (Exempt
Bodies) (Guernsey) Ordinance, 1989.

Consolidation

Under the investment company rules and regulatiamsuant to the American Institute of Certified Ru\ccountants (“AICPA”)
Audit and Accounting Guide for Investment Companiagestment management companies are precluded domsolidating any
entity other than another investment company. Aception to this general principle occurs if the dstment company has an
investment in an operating company that providegses to the investment company. Investmentswesiment companies or funds
will be recorded as investments in the accompanfimancial statements and will not be consolidatlll.intercompany accounts
will be eliminated on consolidation.

22



AQUA RESOURCES FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE PERIOD FROM 12 JUNE 2008 (DATE OF INCORPORATION) TO 31 DECEMBER 2008

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT INUED)

Recent Accounting Pronouncements

In May 2008, the Financial Accounting Standards@ddFASB") issued FASB Staff Position No. FSP ARB-1, Accounting for
Convertible Debt Instruments That May Be SettledCash upon Conversion (Including Partial Cash &ettht). The standard
applies to convertible debt instruments that magditied in cash upon conversion including padédh settlement. It provides that
issuers of such instruments should separately atdouthe liability and equity components in a manthat will reflect the entity’'s
non-convertible debt borrowing rate when interesttds recognised in subsequent periods. APB 1¢-éffective for financial
statements issued for fiscal years and interimopleribeginning after 15 December 2008 with earlyptido not permitted. The
Company has not yet assessed the impact on futanecfal statements of adopting APB 14-1.

In March 2008, the FASB issued SFAS No. 161, Dmates about Derivative Instruments and Hedgingvkiss (“SFAS No. 161").
The objective of SFAS No. 161 is to improve finahaieporting about derivative instruments and heggictivities by requiring
enhanced disclosures to enable investors to hettdgrstand their effects on an entity’s financiadifion, financial performance, and
cash flows. SFAS No. 161 improves transparency tattmulocation and amounts of derivative instruraéntan entity’s financial
statements; how derivative instruments and reldtedged items are accounted for under SFAS No. 488; how derivative
instruments and related hedged items affect ienfiral position, financial performance, and caskvél.

SFAS No. 161 achieves these improvements by regudisclosure of the fair values of derivative instents and their gains and
losses in a tabular format. It also provides mafermation about an entity’s liquidity by requirirtisclosure of derivative features
that are credit risk-related. Finally, it requiresoss-referencing within footnotes to enable finahstatement users to locate
important information about derivative instrumers:AS No. 161 is effective for financial statemeistsued for fiscal years and
interim periods beginning after 15 November 200&hvearly application encouraged. The Company hasopted for an early

adoption of SFAS No. 161. The Company has not getssed the impact of this standard on the finbsteitements.

In February 2008, the FASB issued FASB Staff PositFAS No. 140-3, Accounting for Transfers of Ficah Assets and
Repurchase Financing Transactions (“FSP FAS 140w8iich provides guidance on when assets purchased & particular
counterparty and financed through a repurchaseeagst with the same counterparty are not consideatl of the same
arrangement for evaluation under SFAS No. 140. FS® 140-3 assumes that the initial transfer oharitial asset and a repurchase
financing are considered part of the same arrange(tieked transaction) unless all of the followiadteria apply:

(1) the initial transfer and repurchase finanatagnot be contractually contingent on one another;

(2) the repurchase financing entered into betwberparties provides the initial transferor withl fiecourse to the transferee
upon default and the repurchase price is fixed,;

3) the financial asset subject to the initianser and repurchase financing is readily obtamablthe marketplace and the
transfer is executed at market rates; and

(4) the repurchase agreement and financial assebtdmature simultaneously.

FSP FAS No. 140-3 is effective for financial states issued for fiscal years and interim periodgirbeng after 15 November
2008, with early application not permitted. The @amy has not yet assessed the impact on futuredimastatements of adopting
FSP FAS No. 140-3.

In September 2008, the FASB issued FSP FAS No.1138d FIN 45-4, Disclosures about Credit Derivativand Certain
Guarantees: An Amendment of FASB Statement No.a®BFASB Interpretation No. 45; and Clarificatiditle Effective Date of
FASB Statement No. 161. The FSP requires enhanisalosures by sellers of credit derivatives, inahgdcredit derivatives
embedded in hybrid instruments. FSP FAS 133-1 alil 45-4 also amends FIN 45, Guarantor's Accountargl Disclosure
Requirements for Guarantees, Including Indirect r@&ntees of Indebtedness of Others, to require iaddit disclosure about the
current status of the payment/performance risk guarantee as of the date of the statement of diahposition and excludes
disclosures by sellers of credit derivative insteuts that are covered under this FSP.

FSP FAS No. 133-1 and FIN 45-4 is intended to inaprdisclosures about credit derivatives by reqginmore information about the
potential adverse effects of changes in credit oiskthe financial position, financial performanesd cash flows of the sellers of
credit derivatives. The FSP is effective for finmhstatements issued for reporting periods endiftgrl5 November 2008. Since
FSP FAS No. 133-1 and FIN 45-4 only requires addél disclosures concerning credit derivatives gnarantees, the adoption of
FSP FAS No. 133-1 and FIN 45-4 will not affect ®empany’s financial condition, results of operatiam cash flows.
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. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT INUED)

In October 2008, the FASB issued FSP FAS 157-3eibehing Fair Value of a Financial Asset in a Madrlidat Is Not Active
(“FSP FAS 157-3"). FSP FAS 157-3 clarified the apgion of SFAS No. 157, Fair Value Measurementarninactive market. It
provided guidance for determining the fair valueaofinancial asset when the market for that finalhasset is inactive. FSP FAS
157-3 was effective upon issuance, including ppieriods for which financial statements had not besuned. The implementation of
this standard did not have an impact on the Compdmancial position and results of operations.

. SIGNIFICANT AGREEMENTS AND RELATED PARTIES

Manager

The Manager has been appointed by the Companysasetionary investment manager of the Company’stagsursuant to an
investment management agreement dated 21 July 20@&nagement Agreement”). Under the Management Agent, the
Manager is entitled to a base fee (“Base Fee”) péizent per annum of the net asset value of tiep@ay. The Base Fee is payable
quarterly in advance and is calculated at the mginof each quarter in advance using the highefi)adin implied straight line
increase in net asset value (excluding cash) gfet®ent per annum on a basis which increases 2cBmgeper quarter over the most
recently published audited net asset value plusatteal value of all cash, and (ii) the most relyeptiblished estimated net asset
value.

In addition, the Manager is, in certain circumsts)entitled to a performance fee (“Performanceé)Reaespect of each calculation
period. The first calculation period was the perfoom Admission on 24 July 2008 to 31 December 2608, thereafter, the
calculation periods shall be each financial penbthe Company (“Calculation Period”).

The Performance Fee is payable where the netealset per Ordinary Share at the end of the rele€atulation Period exceeds the
benchmark net asset value per Ordinary Share, whitlfe figure equal to the High Water Mark netedas@lue per Ordinary Share
(defined below) increased by 10 percent per anranrif(the period since a Performance Fee waspaist is not twelve months, an
amount equating to an annual compound rate of i€ep8. The High Water Mark net asset value pelir@arg Share is the net asset
value per Ordinary Share at the end of the lastWation Period in respect of which a Performanee Mas paid (or if no
Performance Fee has been paid, the net assetpai@rdinary Share immediately following Admission)

The Performance Fee per Ordinary Share will be laqu20 percent of the amount by which the nettagakeie per Ordinary Share at
the end of the relevant Calculation Period excekdsHigh Water Mark net asset value per Ordinargr&tsubject to the net asset
value per Ordinary Share never being reduced asutbelow the benchmark net asset value per énlfdhare.

The Base Fees expensed for the period from 212048 (the date of the Manager’s appointment) t@8tember 2008 amounted to
€570,245 and the Base Fees prepaid as at 31 Dec@®b® amount to €260,872. There was no Performkeeepaid or accrued as
at 31 December 2008.

The Management Agreement between the Company aniidmager is for an initial fixed term of sevenngeand is terminable by
either party giving to the other not less than 2#hths’ notice to expire on the seventh annivergdr&dmission or on any two year
interval after the initial seven year term. The Mgement Agreement may be terminated by the Comipamgdiately in the event of
a continuing material breach of the Management &gent by the Manager or certain insolvency or @guy events affecting the
Manager.

Administrator

The Administrator, HSBC Securities Services (Gueyhd.td, is paid fees for acting as Administratéittee Company on a sliding

scale, based on the net asset value of the Conmpajgct to a minimum quarterly fee of €25,000, uchsother fees as may be
agreed on normal commercial terms between the Aidtramor and the Company from time to time. Theofeing scale is used for

calculating the Administrator’s fees:

€0 to €500,000,000 0.05% per annum

€500,000,001 to €1,000,000,000 0.04% per annum
€1,000,000,001 to €1,500,000,000 0.03% per annum
€1,500,000,001 and above 0.02% per annum

The fees are payable quarterly in arrears.
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3. SIGNIFICANT AGREEMENTS AND RELATED PARTIES (CONT INUED)

The Administrator is also entitled to a transactiee of €35 per transaction, a minimum terminafiem of €5,000 in the event of
termination or liquidation of the Company, and nieyentitled to a minimum fee of €10,000 in the éwdrany future restructuring
of the Company. The Administrator is also entitteda corporate services management fee on a timeeltbasis, subject to a
minimum of €2,000 per calendar month, a fee of @0 for the preparation of each set of financiateshents and additional fees for
any tax related services provided to the Company.

The Administrator's fees expensed for the periammfrl2 June 2008 to 31 December 2008 amounted tbZA8The amount
outstanding at 31 December 2008 was €29,616.

Directors' Remuneration and Expenses

Director No. of Ordinary  Fees payable at Prepaid
Per annum fees Fees paid Shares paid in the end of the Directors
entitlement during the satisfaction of feel period (in £)  Fees for 2009
(in £) period (in £) (in £)
Hasan Askari 50,000 50,000 62,500 - 27,945
Andrea Rossi 15,000 15,000 18,750 - 8,383
Timothy Betley 20,000 10,000 12,500 4,411 5,589

Kimberly Tara - - - - -

*Applies to first year fees only

The Company reserves the right to pay Hasan AskBirectors’ Fee in shares in respect of any subs#gyears. The Chairman of
the Audit and Management Engagement Committee, fhiynBetley, receives £5,000 for his services irs ttile in addition to his
Directors’ Fee of £15,000. Kimberly Tara does rexteiive any Directors’ Fees. All of the Directorg aitso entitled to be paid all
reasonable expenses properly incurred by them tendihg general meetings, Board or committee mggtior otherwise in
connection with the performance of their dutiese Board may determine that additional remunerati@y be paid, from time to
time, to any one or more Directors in the eventhsDaector or Directors are requested by the Bdargerform extra or special
services on behalf of the Company.

Kimberly Tara has an interest in 3,985,000 Ordin@hares of the Company which are owned by the Mamag which she is a
director and shareholder.

Placing Agreement

A placing agreement was entered into on 21 July82t#tween (i) the Company, (ii) the Manager andl iGandsbanki Securities
(UK) Ltd (“Landsbanki”) in respect of the placing Ordinary Shares at the initial admission of thenfpany to the Official List of
the UK Listing Authority (the “Placing”) pursuant twhich each of Landsbanki and the Manager agreedse its reasonable
endeavours to arrange for placees to subscribepfdo 500 million Ordinary Shares at a placing @rid €1.00 per Ordinary Share.
For its services in connection with the Placingndsbanki was entitled to a corporate finance fe1®5,000 and a sponsor’s fee
equivalent to 0.25 percent of the gross proceedbeoPlacing. In addition, each of Landsbanki arel Manager were entitled to a
commission of 2.5 percent of such part of the gmysseeds of the Placing as was represented bgesgurocured by each of them.
Landsbanki waived 100 percent of its corporaterfagafee. Placing fees paid by the Company duriegpiriod to the Manager
amounted to €260,000 and to Landsbanki amountegilt698,166.

4. OTHER PAYABLES

2008

€

Administration fees 29,616
Audit fees 36,506
Due diligence expense 255,914
Other accrued expenses 13,472
335,508
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.SHAREHOLDERS' EQUITY

The authorised share capital of the Company onrprweation is represented by an unlimited numbe®unfinary Shares of no par
value which are denominated in Euros.

The holders of Ordinary Shares are entitled to:

- receive and participate in any dividends or otHistributions out of the profits of the Companya#able for dividend or
distribution;

- the right to the surplus assets remaining afgnent of all the creditors of the Company in theecof winding up; and

- the right to receive notice of, and to attend antk at, general meetings of the Company and baltder of Ordinary Shares
being present in person or by attorney at a meefpan a show of hands has one vote and upon a&acil such holder present
in person or by proxy or by attorney has one voteegpect of each share held by him.

Under the Company’s Articles of Association, thenpany may purchase its own Ordinary Shares in decme with the
Companies (Purchase of Own Ordinary Shares) Ordah998. The Company may hold any Ordinary Shpmeshased by it
whether out of distributable profits or the proceed a fresh issue of Ordinary Shares as treawayes in accordance with The
Companies (Purchase of Own Ordinary Shares) (Tre&8inares) Ordinance 2008hares held in treasury do not carry the same
rights as set out above in respect of Ordinary &har

At incorporation, 2 Ordinary Shares were subscrifoedy the subscribers to the Memorandum of Asstaa. On 24 July 2008 (the

date of Admission), the Company issued a furthed®®,338 Ordinary Shares in its initial placingagblacing price of €1 per share.
On 8 October 2008, the Company issued a furthétf0DJQ00 Ordinary Shares at a placing price of €1spare.

Issued capital

Number of
Ordinary Shares
€
Ordinary Shares issued at 12 June 2008 2 2
Issued during the period (on 24 July 2008 and @t®ber 2008) 72,464,338 72,464,338
Offering costs - (2,434,336)
Ordinary Shares issued and outstanding at 31 Deze?ti)8 72,464,340 70,030,004

.SUBSEQUENT EVENTS

On 16 March 2009, the Company purchased 21,10G;68fes in BBI from the Manager, which is a relgtady of the Company
pursuant to Listing Rules 15.5.4R and 11.1.4R Ibtpeiof its being the Manager, a shareholder ofGbmpany and an associate of
Kimberly Tara (a Director of the Company), for ansmeration of US$2.97 million (€2.30 million). @&lpurchase constitutes a
smaller related party transaction to which the mions of the UKLA Listing Rule 11.1.10R apply ahdve been complied with.
BDO Stoy Hayward LLP acted as sponsor to the Comjramelation to this transaction. On 20 April Z20@he Company acquired
by subscription a further stake in BBI (increasihg Company’s aggregate holding to approximatelpd®ent of the enlarged fully
diluted share capital of BBI), for a total consitéwn of approximately £2.3million.

On 26 March 2009, the Company completed its inveatrm Ranhill Water Technologies (Cayman) Ltd$42,555,000.
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