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The objective of the Company is to
provide shareholders with long-term
capital appreciation in excess of
the FTSE All-Share Index by

investing in unquoted companies.

The Company provides investors
with exposure to a diversified
portfolio of private equity
investments primarily in the

UK and Continental Europe.




[Finanmal hlghlights]

+21%
+27%
+18%

>9X
£62m
£45m

The strong growth In net assets
(including dividend) continues

Share price and dividend (total return)
versus the FTSE All-Share Index total
return of 17%

Ten year total return per annum
versus 8% per annum from the
FTSE Al-Share Index

Ten year investment return for
every £1 invested

Another record year for realisations

Deep sector knowledge has helped
us to identify attractive new
investment opportunities

(=]
("]

| IS

$D0Z SLNNQIDY ONY LHOdSH TYNNNY
o1d 1sru] [eudenby




—_—

04

[Chalrman’s statement]

HgCapital Trust has rewarded its shareholders well for more than a
decade and we believe it will continue to do so through exposure to
an asset class that offers attractive long-term prospects for growth

Performance

| am pleased to repoert that over the year to 31 December
2006 the Company’s total return to shareholders {n terms
of net asset value plus dwdend) was 21%, while the total
return (share price growth plus dwdend) was 27% This
performance compares with a total return by the FTSE All-
Share Index of 17%

The Company received £62 3 miftion from the realisation of
investments and reinvested a total of £45 3 milion in new
and follow-on investments - both new records The
Company's net asset valug (NAV) per ordinary share grew
by 20%, from 621 3p to 7430p The share price of
HgCapital Trust rose from 583 5p to 731 Op

Al year-end the market capitalisation of the Company had
nsen to £184 millon Liquidity in the Cormpany’s shares has
continued t0 IMprove with the result that the Company 1S
now well-established as a constituent of the FTSE All-
Share Index

The Board 1s recommending a final dividend for the year of
14 Op per share (2005 10 Op), out of earnings per share of
17 9p (2005 11 8p)

Performance record

Investment strategy

The Company's investment manager, HgCapital, has a
long track record of successful Investment in mid-market
buy-cuts, which it defines currently as transactions with an
enterpnise value between £50 million and £350 milicn The
Board believes that this contnues to be a fruitiul area for
Investment, which, whilst remaining compstitive, s largely
unafected by the very large buy-out funds that have
recently been raised and which, by necessity, must focus
on very large deals

While our Manager's onging he in the UK market, it has
carefully and progressively grown 1ts footpnnt in
Continental Europe HgCapital 1s now well-estatlished in
the German market, where some other UK private equity
firms have found 1t dfficult to make progress, some 31% of
the Company’s portfolio by value was in Germany at year-
end Dunng 2005 HgCaprtal established a team to source
opportuniiies In the Benelux market and opened an office
in Amsterdam HgCapital also made ts first investment in
the Nordie region, through a public offer for Visma By year-
end more than half the Company's portfolio by value was
based outside the UK, compared with a third a year earlier

Year Net assets Net asset Ordinary Revenue avalable Earnings Drndends
ended attributable to value per shate Gross for ordinary per ordinary per orginary
ordinary shareholders orcinary share pnce revenus shareholders share share
31 December £'000 P p £'000 £000 p p
1995 49,029 1891 1400 2,948 1478 57 450
1996 60,313 2326 1760 2,17 1,276 49 450
1997 66,796 2576 1830 3.563 1,688 65 4495
1998 66,851 2578 2080 2,495 1,359 52 4495
1999 89,863 3465 2890 3,901 2,481 96 800
2000 103,521 4110 356 5 7,332 4,623 179 1450
2001 95,795 3803 2940 3,893 2,420 86 800
2002 83,837 3329 2195 3,528 2,148 85 800
2003 99,987 3970 2895 7,106 3,969 158 -
2004 122,040 4845 4515 4,905 2,649 105 1200
2005 156,487 6213 5835 4,963 2,965 118 800
2006 187,135 7430 7310 7,769 4518 179 10 00*

* Final dmwidend for the year ended 31 December 2005, declared on 13 March 2006, paid on 2 May 2008

HgCapital Trust plc
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[Chalrman’s statement contmued:|

The Board believes that this trend will help the Manager to
source a regular flow of increasingly vaned buy-out
opportunities, N spite of Increasing competition in the
pnvate equity market

In 2004 the Manager formed a team to focus on
opportunities (N renewable power across Europe The
Board agreed to participate with other major clients of
HgCapital iIn iInvestments in this area, in the knowledge that,
if the concept was proven, the Manager was likely to ratse
a fund which the Board could then consider for the
Company A formula was agreed with the Manager to
determine the price at which the Company's investments
could be transferred into the fund, 1if the Board decided to
de so Since then it has become generally recognised that
renewable energy has a large and endurng potental
market and dunng 2006 HgCapital successfully raised the
largest fund of its kind in Europe The Board considered
carefully the potential for this fund and decided that it would
be In shareholders' nterests to consclidate all the
Company's assets in this area by commtting €21 millon to
the fund and transfernng existing investments nto 1t at the
formula pnce

2006 was another very good year for realisations The
Board believes it 1s instructive for it, as well as the Manager,
to understand clearly how value has been created and we
regularly imvite the Manager to take the Board through s
analysis of value creaton within portiolic companes It i1s
pleasing to note that the maor source of value creation 1s
growth in the underlying profitabilty and ratng of our
investments, rather than financial engineering or arbitrage
This analysis informs the Board's judgment as to the
degree, and nature, of nsk within the portfolio

The Managers strong histonc performance and the base
whuch it has for further progress were recognised when the
Company was, for the second consecutive year, chosen as
Private Equaty Irnvestment Trust of the Year in the Investment
Week Awards We congratulate the Manager and its entire
stafi for ther hard and dedicated work in mantaining the
Company's excellent performance

Recognition of the Company's success helps to buld
iquicity in the Company's shares, which in turn can help to
avoid the shares trading at a2 discount to ther net asset
value The Board believes 1t 1s in shareholders’ interests to
encourage greater understanding of the private equity
market and the potential benefits to long-term investors of
investing in private equity investment trusts, such as
HgCapital Trust To this end the Board was pleased to
support the Manager's proposal to establish the Initiative for
Private Equity Investment Trusts (PEIT) and has agreed to
make a small contribution to 1ts running costs, financed by
savings elsewhere We are particularly pleased that other
private equity investment trusts have joined the initiative
Further Information can be found on page 59 of this report
or at www ipeit com

Following an excellent senes of realisations achieved
between 2004 and 2006, the Company ended the year
with some £36 6 milion in iguid resources, a shightly higher
percentage of net assets than the year before We took this
opportunity to test the market for bank facilimes and as a
result, we have negotiated a new £25 millen borrowing
facilty with a different lender on more attractive terms than
before The Company I1s welt-placed to take advantage of
the flow of new Investment opportunities, across a wider
geography, that the Manager I1s bringing forward The Board
remains conscious that to fulfil the Company’s objective, 1t
and the Manager should endeavour to keep the Company
fully invested in growth opportunities If circumsiances arse
when there appears to be surplus capital and conditions for
new investment are unfavourable, the Board will consider
returning capital to sharehclders, usually through the
market purchase of shares 1113 worth noting n this context
that the carned interest, which forms part of the
arrangements between the Company and the Manager,
renforces the alignment of interest between shareholders
and managers Accordingly, the Board i1s once agan asking
shareholders at the forthcoming Annual General Meeting
to renew the power to purchase shares in the market
for cancellaton When conditions for new investment
appear favourable, the Board will retan cash to make
new (nvestments

Prospects

While a large quantity of new money 15 continuing to flow
Into the private equity asset class, supported by iquid credit
markets, much of this 1s beng targeted at transactions
outside the strategy successfully adopted over many years
by HgCapita! and the Company At the same time, our
Manager's strategy, supported by s investment in people
and offices to gve coverage across Continental Europe,
1Is prowding a broader pipelne of potential deals, and
the resources 10 bring them to completion efficiently
and diligently

The Board remains confident that, for many investors, an
allocation to prvate equity merits a place in ther portiolio,
especially where a long-terrm commitment can be made
HgCapital Trust has rewarded its shareholders well for more
than a decade and the Board believes that it will continue
to prowide investors with an efficient vehicle for gaining
exposure to an asset class that offers attractive long-term
prospects for groy

Roger Mountford l/
Chairman
12 March 2007
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[Ten year track record}

Histoncal total return” performance

One year Three years Five years Seven years | Ten years

%pa %pa %pa %pa %pa

Share pnce 272 393 232 174 183
Net asset vatue 214 258 163 137 145
FTSE All-Share Index 168 172 85 30 79
FTSE Small Cap Index 206 189 112 59 87

Based on the Company’s share prica at 31 Decermnber 2006 and aliowng for tdhafends fo be reinvested, an ivestment of £1,000 ten years ago would row be worth £5,390
An equivalent FTSE All-Shara Index return would be worth £2,140
* Total return assumes alf dividends have been reinvested

e | S |
o5 HgCapital Trust plc
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HgCapital Trust plc gives the investor access to a
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private equity portfolio run by an experienced and
well-resourced Manager who makes investments
In fast growing companies over a number of

geographies and sectors

We believe our approach will continue to reward
Investors with superior performance, both relative to

the public markets and its peers over the long term.
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[Investmg In private equity}

Strong performance in absolute terms and relative to other

asset classes

Private equity

Private equity describes securties 1ssued by private and
unlisted companies The securties are equity and equity-
related, enjoying the full rewards and risks of ownership
Investments can be in early-stage businesses, or prowvida
expansion capital for profitable growing businesses, and
can be used to finance management or leveraged buy-outs
of established businesses The objective 1s to achieve
higher returns than public equity over a ralling pened of five
to ten years Investments are typically held for three to
seven years and are realsed through an mtial public
offering, a trade sale, or a sale to another financial
institution  Interm  proceeds are sometimes possible
through recapralisations

Investment profile

Private equity investments are less lquid than public
equites To compensate for this feature they offer more
contrgl and more attractive returns Cver the ten years from
1995 to 2005 UK private equity funds outperformed the
FTSE All-Share Index by over 8% per annum and
cutperformed every asset class over this penod” The nsk
profile of an indivdual private equrty investment depends on
many factors, the principal ones are the nature of the
business, the maturity and stage of the business, its size
and the financial structure of the balance sheet
A dwersified portfolio helps to miigate some of these risks,
more important mitgants are the quality of company
selections by the pnvate equity manager and the quality of
the management teams running the company

Advantages of private equity
Compared with iInvestment 1n the public markets, a prvate
equity investor has significant advantages

* More investment opportunities  significantly more privats
than listed companies

e Better acc':ess to information the abiity to conduct
detalled market, financial, legal and management
due diigence

* More control for the private equity manager over the
management of the business and the tming of is sale

Alignment of interest of owners and management,
leading to better decision making the opportunity to act
Iike an owner rather than a fund manager, with the benefit
of representation on the Board

» Management talent the abilty to attract high calibre
management and the algnment of management's
interests to the success of the investment through
equity participation

Source BVCA Performance Measurement Survey 2005

HgCapital Trust plc
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Private Equity Investment Trusts (PEITs)

A Pnvate Equity Investment Trust {(PEIT) offers the opportunity
to participate in a diversified portfolio of manly unquoted
companies that are generally valued at a discount to ther
quoted peers By buyng shares in a PEIT, which are freely
traded, the investor benefits from hguidity while participating
In the potentially supenaor returns of a private equity portfoko

The Company’s objective 15 to provide shareholders with long-
term caprtal appreciaton rather than dwdend growth To
mantan s status as an investment trust, it 1s obliged to
distnbute a proportion of its income by way of a dvdend each
year The earnings of a PEIT in any year are affected by vanous
factors, including the structure of the undering investments
Accordingly the revenue earnings per share and the dvidend
of a PEIT will tend 1o fluctuate from year to year A PEIT should
rot be confused with a Venture Capital Trust (VCT) which
offers tax advantages 1o certan investors but 15 highly
constraned in the companies that qualfy for investment

Advantages of investment via an investment trust

PEMs offer investars liquidity in therr shares, which can be
traded In varable bargain sizes and at any time This 1s of
significant benefit to nvestors who do not wish to commit
to the ten year lock-in and participation required when
investing in private equity via imited partnerships

Share price

The major dnver of a PEIT share pnce 1s et asset value
{NAY), the growth of which 1s ariven by realisations and by
revaluation of the unrealsed portfolio, based on the
profitabilty of each underhang investment and market ratings
The share pnce of a PEIT usually tracks NAV but it may trade
at a premium or discount, depending on the market's view of
future realisations and new investments, and the investment
strategy of the manager Although not all PEITs wil prowde
high returns, a strong manager with a carefully thought-out
investment strategy that offers a diversified portfolio of
companies across a number of sectors and geographies can
increase the iikelhood of success

Publication of net asset value

Unguoted investments are revalued twice each year, as at
December and June, and the NAV 1s adjusted to reflect
these valuations in the following March and September
respecively The NAV per share of the Company 15
caleulated monthly with respect to cash, cash equivalents
and hsted investmenis n the portfolio, and to refiect any
realisations since the previous valuation The NAV s
released to the public through the London Stock
Exchange's regulatory news serice on the fourth day of
gach month This NAV 1s then used as the basis for
calculation of the discount or premum published n
newspapers for the following month




[Investment manager’s strategy}

To maximise returns from mid-market private equity through sector
specialisation, with the deep resources required to support proactive

work with the portfolio

OUR STRATEGY

Mid-market

HgCapital concentrates on mid-market buy-outs with
enterpnse values of between £50 millon and £350 milion
This market compnses a high volume of companies with
proven, religble track records and defensible market
positions Companies in this range are small enough to
provide opportunities to dnve incremental value through
organisational changes and aperational improvements, but
large enough to atfract quahty management and offer
multiple exit options

Pan-regional

Whilst invesiments across all of Western Europe are
considered, we focus primanly on the first-, second- and
fourth-largest European markets, namely the UK,
Germany and the Benelux region Our netwark of local
offices, combined with centralised investment and
portfolio committees, optimises our ablity to drive
strong performance

Broad coverage

HgCapttal's dedicated sector teams continue to provide
Investors with exposure to the substantial majonty of pnvate
equity activity within its target size range and across the
relevant geographies

Clear investment criteria

When evaluating an investment opportunity, HgCapital
applies a ngorous yet commercial nvestment selection
process This process governs all investment decisions,
with the goal of ensunng that only the most atiracive
investments are completed, respective of an opportunity’s
sector or geography

We look for the following cntera in our investments

» Strong management team or the possibility to replace the
existing team with management selected by HgCapnal

Leading market posiiions :n growth markets with high
barners to entry

Periormance improvement and/or  consolidation
opportunities

Innovatve businesses with stable and proven track
records and/or predictable cash fiows

OUR TACTICS

Sector specialisation

Well-resourced sector teams seek to combine the domain
knowledge and expertise of a sirategic buyer with the
flexibity of a financial investor Qur sector teams
(Consumer and Leisure, Healthcare, Industnals, Services
and TMT) share a simdar top-down approach to screeming
ther respective industnes By leveraging on our sector
knowledge, we can concentrate our resources on
converting prirme opportunities and avoid spending tme on
transactions of less interast or valua

In addition, over the last three years we have buit a
specialist team to identify businesses that will operate,
construct and develop renewable energy projects in
Western Europe

Active portfolio management

We undertake intensive, continuous, informed interaction
with our portfolo companies using dedicated portfolio
management executives to develop, execute and monitor
value-enhancement strategies for each of our nvestments
HgCapital will typically invest as the lead contraling cwner
of its portfolio companies as part of its hands-on approach
to management We appoint HgCapital executives to our
companies’ boards to participate in business planning and
to work with management when needed To moniter and
analyse our portfoho companies throughout the
investment's life cycle, we operate a Portfolio Review
Committee which meets on a monthly basis to discuss
our investments' performance Particular attention 1s given
to those that are recent, underperforming or scheduled
for extt

Deep resources

We invest substantially in all areas of our business to ensure
that high quality resources can be applied to each aspeci
of an mnvestment opportunity Our team of over seventy 1S
well-positioned to produce high absolute returns over the
long term from a well-diversified portiolio of investments
which, we believe, will contirue to be supenor to the returns
generated by comparable public equity markets
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[Investment manager’s rewew}

2006 was another record year for realisations and investments, with
the current portfolio continuing to perform well

The Company invests alongside other clients of HgCapital
Typically, the Company's holdng forms part of HgCaprtal's
much larger controling interest in buy-out Investments of
companies with an Enterprise Value (EV) of between £50
milion and £350 milion The Investment manager's review
generally refers to each transaction in its entirety, apart from
the tables detailing the Company's parhcipation or where it
specifically says otherwise

The Comparny’s net asset vatue increased from £156 milion
to £187 millon dunng the year This arose from unreatised
movemenis and realised proceeds in excess of the bock
value of £144 milion and £205 millon raspectively
This increase 15 the result of strong earnings growth and
cash generation within the portfolio, as well as a good flow
of realisations

We saw strong earnings growth at Hirschmann, The
Sanctuary Spa, Eite and Blue Minerva The Company's
quoted Investments have also performed well, with
Raymanne being realised dunng the penod, strong share
price growth In Xix (Xyratex) and the flotation of ClinPhone
We realised our Investment in Castlebeck and have agreed
to sell Worldmark, both at values significantly above therr
opening book values

A minonty of the Company's Investments performed below
expectations, n particular Eagle Rock, Match and
Classic Copynght These investments have been written
down accorgingly

During the year, the Company invested a total of £453
milhon {2005 £35 milion), participating n five new buy-out
nvestments These new Investiments were made n Visma
{Norway, £382 milion EV), Paragon (UK, £322 milion EV),
Surrey {t/a SHL) (UK, £100 mifion EV), FTSA {Canada, £53
million EV), and Schleich {Germany, €165 milion EV)

Dunng the year, the Company also made a €21 milton
commitment to the €300 millon Hg Renewable Power
Partrers fund The fund's focus 1s on long-term investments
In renewable power projects using proven technologes,
including wind, small hydro, landfil gas, and waste-to-
energy in Western Europe

The Company realised record proceeds durng the year
(ncluding gross income recerved), amountng to £62 3
millon (2005 £52 milkon) These proceeds arose prnaipaly
from the sale of Castlebeck and Travelsphere and from the
sale of quoted shares in Raymarine, Xyratex and ClinPhone

Since the penod end, we have completed the sales of
Worldrmark, South Wharf, Luxfer and Bertrams  In aggregate,
these realisatons have returned proceeds of £65 millon
compared with a December 2006 camying value of

HgCapital Trust plc
ANNUAL AEPORT AND ACCOUNTS 2008

Attribution analysis of current year movements in net asset value

£'000
Opening net asset value as at 1 January 2008 156,487
Gross revenue 7,769
Expenditure (3,557)
Taxation {1,227)
Dwidends paid {2,519)
Realised proceeds in excess of 31 December 2005
book value (excludes gross revenue} 20,512
Net unreallsed appreciation of investments 14,407
Carried interest {4,737)

Closing net asset value as at 31 December 2006 187,135

£57 millon In addtion we have agreed to sell the HAC
dmsion of Hirschmann, subject to cartel clearance, which 1s
expected towards the end of March Upon completion, thisis
estimated 10 result n proceeds and value In the remaning
dmsion of £144 millien for the Company aganst the
December 2006 book value of £10 million




[Investment manager’s review contmued}

Strong earnings growth from a diversified, sector-focused portfolio
with an increasing exposure to Continental Europe

At the end of 2006 the Company held a portiolio of 42
investments {2005 44}, of which the twenty pnncipal
investments represented over 90% of the portfolio’s value
This portfolio of small- and mid-cap stocks combines
strong growth with sector and geographic diversification

Following this senes of realisations and new investments,
the portfolia at year-end was relatively young Around 55%
of the portfolio by value had been acquired within the
pravious two years, compared with 39% a year earlier Itis
the Company’s polcy not to revalue any tnvestment
upwards until receipt of audited accounts for the trading
period following acquisitton as a result, some 45% by value
of the portfolio at year-end was stil held at cost against
37% the year before

COver the last two years, the focus of the portfolio has
shifted towards Continental Europe, where we have seen

Asset class

Unquoted 72%
Cash & other assets  20%
Quoted 8%

Valuation basis

Cost 49%
Earmings 28%
Cuoted 10%
Written down 9%
Net assets 2%
Other 2%
Sector by value

TMT 40%
Industnals 29%
Consumer & Leisure 13%
Healthcare 1%
Services 5%
Renewable energy 1%
Fund 1%

Percentages shown are by valug

an Increasing number of attraclive investment
opportunites As at December 2008 cver half the
Company’s investments by value were located outside the
UK compared with under 25% at the end of 2004

The top 20 investments :n aggregate have histoncally
grown both revenues and profits In excess of 20% per
annum The porifolio’s valuation increased over the year to
£148 5 million, benefiting from strong profit growth and
positive cash flow

Another year of record new investment actwty was
accompanied by record realisatons The Company ended
the year with £36 5 million of iqurd resources or 20% of net
assets Combined with a £25 mililon borrowing faciity these
resources leave the Company well-positioned to explon
new mvestment opportunities and to suppoert the growth of
the portiolio

Geographic spread by value
UK 46%
Gemany 31%
Europe other 10%
Banelux 7%
Narth America 5%
Irefand 1%

Deal Type by value

Buy out 90%
Expansion 7%
Renewable energy 1%
Fung 1%
Venture 1%
Vintage by value

2006 30%
2005 25%
2004 17%
2003 13%
2002 2%
2001 2%
2000 2%
Pre 2000 9%
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[Investments}

During 2006 HgCapital invested a total of £304 million on behalf of its
clients, Including £45.3 milkon on behalf of the Company

Company I Sector | Activity | Deal type Cost

£'000
Visma ™T Accounting and business software Buy-out 13,268
Paragon Heatthcare Care homes Buy-out 10,746
Surrey {t/a SHL) Services Psychometric testing and assessment Buy-out 7,534
FTSA Industnals Crash test dummies Buy-out 6,235
Schleich Cansumer and Leisure  Plastic toy frgunnes Buy-out 4634
Hg RPP LP Renewable energy Renewable energy fund Fund 350"
New investments 42,767
Schenck Industnals Industnal measunng and weighing systems Buy-out 2,372
Other 127
Further mvestments 2,499
Total tnvestment by the Company 45,266

* This reffects the nat investment I the year following the sala of the Company's renewabla assets lo the Hg RPP fund

Figures below refer to the total sze of each acquisition, including
debt raised from third parties, made by HoCapital on behalf of
its clents, including the Company

New investments

Visma

in May 2006, HgCaprtal completed the £382 mulion buy-out of
Visma, the number one provider of business software and
related sernvices to small and medium-sized enterpnses In the
Nordic region Headguartered :n Cslo, with significant revenues
In Sweden, Finland and Denmark, the company provides
accountng, resource planning and payro! sofiware in addiion
to debt collsction and procurement services to is customer
base of over 200,000 enterpnses

Paragon

In April 2006, HgCapital completed the £322 milion buy-out of
Paragon Healthcare Group Paragon owns and operates small
community-based homes for adults with learning disabilities
and associated physical disabilities, autistic spectrum disorders,
complex needs and acquired bran mury The company
currently operates 1,600 beds in 242 homes across England
and Wales, making it the largest operator in s field

Surrey (t/a SHL)

In November 2006, HgCapstal completed the £100 milhon
public-to-private acquistion of SHL Group plc SHL
provides world-leading psychometnc testing products for
the workplace In over twenty countnes Psychometnc
testing 1s increasingly accepted as a proven and fair way to
recrut and retain talent in an extremely compettive
marketplace SHL has produced consistent revenue growth
of 9% per annum for the last five years

HoCapital Trust ple
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FTSA

In March 2006, HgCapstal completed the £53 miullion buy-out of
FTSA, the global market leader in the design and manufacture
of crash test durmmies for use in the automotve and aesospace
industnes [t also provides associated technical support and
laboratory services, and develops and supplies sophistcated
software for computer-simulated crash testing, as wel as
marketing bespoke engineenng senvices and products to the
medcal and aerospace Industnes lis sales are spht evenly
between North Amenca, Europe and the Far East

Schleich

The €165m buy-out of Schleich was completed in December
2006 Schieich 1s the keading producer of plasac toy figunnes
such as farm and wildife animals, histoncal characters and The
Smurfs He products are sold in over thirty countnes, including
Germany, the US, the UK and France Toy figunnes are an
attractive product offenng for retallers as they are purchased on
different buying occasions throughout the year, in contrast to
traditional toy sales’ patterns, where typically 50% of sales are
made in the two months leading up to Chnstmas

Hg Renewable Power Partners fund (Hg RPP)
The Company made a commitment of €21 milion to the
Hg RPP fund See page 24 for further details

Follow-on investments

Schenck

In June 2006, Schenck completed the acqustion of Stock
Equipment Company (USA) Inc, the world market leader for
bulk handing and feeding systems for coal-fired power plants
This gves Schenck exposure to one of the key growth
industnes not previousty covered




[Realisations}

During 2006 HgCapital realised total proceeds of £323 million on

behalf of its clients, including £62.3 million for the Company
Company I Sector | ExIt route ] Cost | Proceeds + | 2006 retum + [

£'000 £000 £'000

Castlebeck Healthcare Trade sale 861 28177 27,316
Travelsphere Consumer and Leisure Finangia! 3,899 7,932 4,033
Raymaring* Consumer and Leisure Quoted share sale 61 4,384 4,323
PBR Healthcare Trade sale 3,495 2,532 (963)
Other™* Liguidation 6,038 21 (5,827}
Full realisations 14,354 43,236 28,882
Xt (Va Xyratex)** ™T Quoted share sale 3,823 7,622 3,799
ClinPhone* Healthcare PO 1,078 5,623 4,544
The Sanctuary Spa Consumer and Leisure Recapitalisation 1,048 3,865 1,917
Qther 1,877 1,995 18
Partial realisations 8,727 19,105 10,378
Total realisations by the Company 23,081 62,341 39,260

+ Incitides gross revenue recenved dunng the year
* Listed on the London Stock Exchange
** Traded on NASDAQ

™ ingludes entites liquidated dunng the year that had previously been written down

Figures below refer to the total value of each realisation,
including, where appropnate, repayment of third party debt
Proceads to chents mcluding the Company are stated net
of any such repayment

Full reahsations

Castlebeck

Castlebeck 1s cne of the UK's largest prowders of residental
healthcare to adufts and adolescents with learning
difficuties or severely challenging behawviour In July 2006
we sold this investment to Castle Holdings Lirmited for
£255 millon Castlebeck has returned 86 times the
onginal investment cost in a deal recognised by the industry
as the UK and Ireland Deal of the Year at the 2008
EVCA awards

Raymanne

Raymarnne I1s the leading global manufacturer of recreational
manne electronic products The business was listed on the
stock market in December 2004 and we scld cur remaining
shares in the company In March 2006 This investment has
returned 4 4 t1imes the onginal Invastment cost

Travelsphere

Travelsphere 1s a leading provider of escorted coach tour
holidays from the UK tc around seventy countres
warldwide, focusing on the 45+ age group We sold the
bustness to Blectra Partners for £155 milion in Apnl 2006
This investment has returned 25 times the ongnal
nvestment cost

PBR

PBR 1s a market leader \n the management of complex
Phase | and Phase A climical trials of new drugs on behalf
of the world's top pharmaceutical and biotechnology firms
We sold the business to PRA n July 2006 for €85 million
However, our investment was not fully divested HgCapital
chents retain a stake in PRA International, who acguired the
business and paid partly in cash, partly in eguity

Partial realisations

Xtx (Xyratex)

In 2006 we took the opporiunty to realise 36% of
HgCapitat clients’ holding in Xyratex, the NASDAQ-quoted
data storage and network technology business This
mnvestment has returned 2 4 tmes the ongmnal cost
(ncluding the unrealised value)

ClinPhone

In June 2008, we completed the flotation of ClinPhone on
the London Stock Exchange ClnPhone 1s a feading
suppler of technology solutions 1o the clinical tnals industry
HgCapital clients have retained a 6 2% stake This
investment has returned 35 tmes the onginal cost
{including the unrealised value)

The Sanctuary Spa

The Sanctuary Spa operates the UK's leading women-only
day spa and also retals beauty products under its brand
Duning the penod the business has been recapitalised,
enabling cash to be returned to investors

—_
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[Rewew of principal investments}

1 visma

Sector TMT

Year of investment 2006
In May 2006, HgCapital completed the £382 millon buy-
out of Visma, the number one provider of business software
in the Nordic region HgCapital holds a 57% stake in this
business on behalf of s clients

Location Nordic region
WWW vISma com

Headguartered in QOslo, with significant revenues in
Sweden, Finland and Denmark, the company provides
accounting, resource planning and payroll software,
outsourced book-keeping and payroll services, in addition
to debt collection and procurement to Its customer base of
over 200,000 enterpnses

2 Schenck

Sector Industrials

Year of nvestment 2005
In December 2005, HgCapital successfully completed the
€205 milion buy-out of Schenck and acquired an 85%
stake i the business

Schenck 18 the global market leader for high-tech
apphcations and solutions In industnal weighing, feading
and automation |0 June 2006 Schenck completed the
acquisition of Stock Equipment Company (USA) Inc, the
world market leader in handing systems for coal-fired
power plants Schenck has actwvities in more than forty
countnes and operates eleven state-of-the art assembly
facilities globaily

Location Germany
www schenck net

Cost and valuation of the Company’s holdings

3 Paragon

Sector Healthcare Locaton UK

Year of nvestment 2006 www milburycare com

In April 2008, HgCaprtal completed the £322 milion buy-
out of Paragon Healthcare Group HgCzpital has a 52%
stake in this business

Paragon owns and operates small community-based
nomes for adults with learning disabiliies and associated
physical disabiltes, autistic spactrum disorders, complex
needs and acquired bran inury The company uses a varnety
of techniques as therapy, including working with anmals
The company currently operates 1,600 beds In 242 homes
across England and Scotland

4 Hirschmann Electronics

Sector Industnals

Year of investment 2004
The €115 millon buy-out of Hrschmann Electronics from
Rheinmetall AG was completed in March 2004, with
HgCapital taking an 80% equity stake n the business

Location Germany
www hirschmann de

Hirschmann supplies  electronics  equipment  and
components Pnncipal products include industnal ethernet
and networlkang equipment (Hirschmann Automation
Controls), and sophisticated car antenna electrenics,
television transmissicn equipment and safety systems for
mobile plant equipment such as cranes (Hirschmann
Car Communications)

Since the penod end HAC has been sold to Belden for
€245 million, with the transaction expected to close mig-
March We are currently explonng sirategic options for the
HCC business

—

Company Deal type Residual cost Valuation @ Valvation basis ‘ Portfolio value |
£'000 £'000 %
VISMA Holdings * Buy-out 13,268 12,251 Cost 82
Schenck Process SA ™ Buy-out 11,698 11,537 | Cost 78
Paragon Ltd Buy-out 10,746 10,748 | Cost 72
Hirschmann Electronics Haldings SA Buy-out 2,669 10,078 | Eamings 68

* The difference between cost and valuation is due to foreign exchange rate movements

—_
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[Re\new of principal investments contlnued:|

5 Xtx t/a Xyratex

Sector TMT  Location UK  Ticker XRTX US
Year of investment 2003 Www xyratex com

In September 2003, HgCapital completed the £50 million
buy-out of Xyratex for a fully-diluted stake of 45%

Since our Investment the company has been trading ahead
of plan and, in June 2004, completed an wntial public
offering on NASDAQ

Xyratex 15 a global prowider of enterprise-class data storage
subsystems and storage process technology Storage
technology prowvides the means by which business and
personal IT data can be captured, processed, stored and
retneved 1n a digrtal form

To date, we have received proceeds of £58 5 million from
a placing of stock at IPO and subseguent share sales We
retain a just under 20% interest In Xyratex

6 Elite

Sector TMT

Year of investment 2005
The $74 milion buy-out of the digital cordless business
unit of National Sermiconductor Corporation was completed
in June 2005 HgCapital acquired an 81% equity stake 1n
the business

Location Benelux
www sitelsem com

Elite creates products and systems to support wireless voice
and data applicatons for the home These Include
baseband and radio transcevers for cordless DECT (Digital
Enhanced Cordless Telephony) telepheones and base
stations for VolP (Voice over Internet Protocol) and cordless
game pads and voice modules The company, which was
formerly part of National Semiconductor Comoration, is
based in Den Bosch and Hengelo, Netherdands, and
employs approximately seventy people

Cost and valuation of the Company’s holdings

7 Blue Minerva t/a IRIS

Sector TMT

Year of investment 2004
The £102 milhon buy-out of IRIS Software was completed
in July 2004 HgCapital chents have a 60% equity stake in
the business

Location UK
WWW INS o uk

IRIS Software 1s one of the largest independent business
software providers to UK accountancy practices and SMEs
For thres consecutive years (2000 to 2002}, 1t was rated the
leading sofiware product in independent surveys by the
Institute of Chartered Accountants in England and Wales

In 2005, IRIS acqurred Exchequer Software, an award-
winning iIndependent software house specialising in mid-
range accounting software RIS won ‘Business of the Year'
in the South East regional finals of the Natonal Business
Awards 2005 Following strong performance in the year,
HgCapital recapitalised IRIS in December 2005, returning
over £26 mullion to its clients

8 Surrey t/a SHL

Sector Services
Year of investment. 2006

In Novernber 2006, HgCapital completed the £100 million
buy-out of SHL, taking a stake of 72%

SHL 1s tha UK market leader in cbjective psychometnc
testing and has a global presence The core business
consists of the development and sale of 300 psychometnc
tests to corporate clients, covenng areas such as
numerical ability, verbal reasoning and personality fit SHL
also provides psychologists for the admirustration and
interpretation of tests The company has produced
consistent revenue growth of 9% per annum for the last
five years

Locaton UK
www shl com

Company Deal type Residual cost Valuation | Valuation basis Portfolo value ’
£'000 £'000 %
Xbe Ltd (Xyratex) ™ Buy-out 3172 9,717 | Guoted 65
Elite Holding SA Buy-out 5,749 9502 | Earnings 65
Blue Minerva Lid Buy-out 2,957 7,613 | Eamings 51
Surrey 1 Ltd Buy-out 7534 7,534 | Cost 51

* Traded on NASDAQ

- 1
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[Review of principal investments contlnued]

9 wer

Sector Industnals
Year of investment 2003

Location Germany
www wet de

The €169 milllon public-to-private transaction to acquire
WE T Automotive Systems AG was declared unconditional
In September 2003, with acceptances of over 76 3%
HgCapital acquired a 70% equity steke In the business

WET Automotive Systems 1s the world market leader for
seat-heating systems, supplying most of the major
European and North Amencan passenger car seat
manufaciurers as well as Asia from its Chinese facility

The weak US dollar and a slow North Amencan market
have both had an impact on profitability, although within
Europe and China the business 1s performing well A profit-
improvement programme has been implemented and the
sensors business has been divested

10 Addison

Sector TMT
Year of investment 2005

Location Germany
www addison de

The €78 million buy-out of Addiscn was completed in June
2005 HgCapital has a 93% equity stake in the business

Addison 15 a leading, privately-owned German applications
software company that provides business-cntical solutions
for tax accountants and SMEs

It develops, licences and manages standard and sector-
specific software for bookikeeping, accounts production,
tax, cost accounting, payroll administration and
corporate planning

In December 2005, HgCapital made a further investment
in Addison of €14 million to fund the acquisition of FBSG,
the number three player in the German tax accountant
software markst

Cost and valuation of the Company’s holdings

11 The Sanctuary Spa

Sector Consumer and Leisure Location UK

Year of investment 1995 www thesanctuary co uk
On 8 July 2005, our investment in the Sanctuary Spa Group
was acqurred by the newly incorporated The Sanctuary Spa
Holdings Limited (SSHL} Simultanecusly, SSHL acquired
the hcence to selt beauty products branded The Sanctuary
Spa, the nghts to which had previously been held by a
third party licensee HgCapital has a 79% equity stake In
the business

The Sanctuary Spa operates the women's day spa ‘The
Sanctuary’, based in Covent Garden, and also owns a
range of beauty products distnbuted threugh the spa and
Boots the Chemist

In June 2008, £4 milicn of HgCapital's clients’ loan siock
was repad while the remaining £5 mulion was repad in
December 2006

12 Frsa

Sector Industrials
Year of Investment 2006

in March 2006, HgCapital completad the £53 milon buy-
out of FTSA and holds an 80% stake in the business

FTSA 1s the global market leader in the design and
manufacture of crash test dummies for use n the
automotve and aerospace industnes It also provides
associated technical support and labeoratory services, and
develops and supples sophisticated software for
computer-simulated crash testing, as well as marketing
bespoke engineenng services and products io the medical
and aerospace industries Its sales are split evenly between
North Amenca, Europe and the Far East

Locaten North Amenca
www ftss com

Company Deal type Residual cost Valuation | Valuation basis | Portfolio value |
£'000 £°000 %
WET Holding Luxembourg SA Buy-out 7,590 6,625 | Wniten down 45
Addison Luxembourg SA * Buy-out 6,499 6,509 | Cost 45
The Sanctuary Spa Holdings Ltd Expanston 631 6,082 | Eamings 41
FTSA Holdings Ltd * Buy-out 6,235 6,008 | Cost 40

* The difference between cost and valuation is due lo foreign exchange rale movements
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[Rewew of principal investments contlnued:l

13 Clarion Events

Sector TMT

Year of investment 2004
The £50 millon buy-out of Clanon Events, the largest
independent exhiotion and events business n the UK,
completed n Cctober 2004 HgCapital has a 65% equrty
stake In the business

Location UK
www clancnevents co uk

The company owns, develops and exploits a portfolio of fitty
business and consumer shows, including the ‘Top Drawer’
giftware trade shows, ‘Fine Art & Antiques’, ‘Baby’, ‘Caravan
& Outdoor' and ‘House & Garden'

Clarion’s subsidiary ATE, acquired in June 2005, runs the
leading international show for the amusements and gaming
sector, and related conference and publishing services ATE
has been integrated mnto the group and 1s contniuting
increased profits in ine with expectations

14 Sporting Index

Sector Consumer and Leisure Location UK
Year of mvestment 2005 www sportingindex com

The £75 & milion buy-out of Sporting Index was completed
in November 2005 We acquired a 70% equity stake in
the business

Founded in 1982, Sporting Index 1s the recognised leader
In sporis spread betting, with a market share of
approximately 70% in the UK 1}t offers a greater vanety of
bets (approximately 23,000) and more choce than any
other sports spread betting company It 1s also the only
sports spread betting company to offer continuous 24-hour
betung and sports spread betting on Sky TV It is regulated
by the FSA and does net have a US presence

Cost and valuation of the Company’s holdings

15 Hofmann

Sector Industnals

Year of investment 2005
In November 2005, HgCapital successfully completed the
buy-out of Hofmann-Menu for a consideration of €138
million and now has a 78% equity stake n the business

Locaton Germmany
www hofmann-menue de

Hofmann 1s a market-leading provider of frozen food
products as well as related on-site caterng for small
business canteens and social organisations such as care
homes, hospitals and schools In Germany

Hofmann dfferentiates itself from its compehtion by
focusing on quality and a wide choice of healthy, tasty
menus The company's centralised production also
allows for signficant cost advantages over tradiional
catenng firms

16 Schleich

Sector Consumer and Leisure  Location Germany
Year of investment 2006 www schleich-s de

In December 2006, HgCapital completed the €165 milion
buy-out of Schleich and acgurred an B80% stake in
the business

Schleich s the leading producer of plastic toy figunnes,
such as farm and wildlife animals, histoncal characters and
The Smurfs Its products, trading under the highly
recognised name Schleich-S, are sold in over thirty
countries, including Germany, the US, the UK and France

The company 1s trading well ahead of budget, both in
terms of sales and profit

Company Deal type
Clanon Events Holdings Ltd Buy-out
Sporting Index Group Ltd Buy-out
Hofmann MM SA* Buy-out
Schleich Luxembourg SA * Buy-out

Reswdual cost Valuation | Valuation basis | Portfolio value |
£'000 £'000 %
4,965 5,704 Eamuings 38
5428 5428 | Cost 37
4747 4,673 | Cost 31
4634 4,640 | Cost 3

* The difference between cost and valuation is due fo foreign exchanga rate movements

e B p—|
gp HoCapital Trust plc
ANNUAL REPORT AND ACCOUNTS 2006
—_— )



an impressive set of figures...

—
_ ..

—

9002 SINMODIV ONY U043 WINKNY (%]

ary
| I—)

old snyy jepdenbi



[Rewew of principal investments contlnued:|

17 Worldmark

Sector Industnals

Year of investment 2000
The management buy-out of Werldmark {formerly Donprint)
from Jarvis Porter completed in January 2000 HgCapital
has a 39% equity stake in the business

Location UK
www worldmark com

The company s a leading global suppler of product
identification systems, components and service solutions to
the electronics and mobile telecommunications industries
Its products fall into four key areas ntelligent bar code
labels, branding products, functional products {n mould
design) and security labels The purchase price was £65 5
millon and the overall frangaction value was £73 milion

Subseqguent to the penod end, Worldmark was sold as a
secondary buy-out

18 Roife & Nolan

Sector TMT Location UK

Year of investment 2003 www rolfeandnolan com
In March 2003, HgCapital completed the £17 milion
public-to-private buy-out of Rolfe & Nolan plc

Rolfe & Nolan is a leading supplier of software to the futures
and options Industry it supports over 250 bank, brokerage
and exchange clients in twenty countries Its software has
become business-critical to its customers, enabling them to
trade through the globa! denvatives exchanges

Rolfe & Nolan's customers include UBS, Deutsche Bark,
HSBC, EDF Mann and Lehman Brothers

The company 15 performing ahead of plan In December
2004, Rolfe & Nolan completed a £20 miliion
recapitalsation, equatng to 1 4 times cost We retan a
73% holding in the ccmpany

Cost and valuation of the Company's holdings

19 ChnPhone

Sector Healthcare Location UK  Ticker CNP LN
Year of investrment 1996 www clinphone com
HgCapital invested n ClnPhene i December 1996
A leveraged recapitalisation of the business in 2001
facitated full repayment of the onginal cost of nvestment
HgCapital has a 40% equity stake in the business

ClinPhone provides outsourcing services to pharmaceutical
companies and clinical research organisations that are
testing new drugs Its telephone-based interaciive voice-
response system allows rapid communication of data from
doctors conducting clinical tnals, enabling drugs to be
brought to market more quickly

In June 20086, we completed the floatation of CinPhone on
the London Stock Exchange HgCapital clents have
retained a 6 2% stake

20 Hoseasons

Sector Consumer and Leisure
Year of iInvestment 2003

Location UK
www hoseasons ¢o uk

HgCaprtal acquired Hoseasons in a buy-out in May 2003
for an enterpnise value of £40 millon HgCapital has a 72%
equity stake in the business

Hoseasons 18 a leading independent self-catenng holiday
agency In the UK, selling through high-street agents, direct
marketing and, ncreasingly, over the web

The company ams to build on a frm but low-growth UK
business with a high return on capital and a strong brand
by expanding 1ts product offenng in Continental Europe In
2006, sales increased and profitability stabiised after
several years of decline In order 1o improve profitab:ity, the
company has invested In a new website and reservation
system designed to capralise on the industry shift from
sales through travel agents to online bookings

Company Deal type Residual cost Valuation | Valuabion basis | Portfolio value
£'000 £'000 %

Worldmark Intemational Ltd Buy-out 2,389 3214 | Other 22
Ralfe & Nolan Holdings Pic Buy-out 238 2,366 | Eamings 16
ClinPhone Pic * Expansion 7 2,027 | Quoted 14
Hoseascns Group Lid Buy-out 2,197 1,929 Written down 13

* Listed on the London Stock Exchanga
** Based on sales proceeds less a 10% discount appied
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[Renewable energy}

Hg Renewable Power Partners LP

In June 2006 the Company made a commitment of €21 million to Hg Renewable Power Partners LP, a dedicated
renewable energy fund managed by HgCapital The €3C0 milion fund 1s the largest raised to date for renewables
investment m Europe The fund's focus 15 on long-term investments in renewable power projects using proven
technologies, mncluding wind, small hydro, landfilt gas and waste-to-energy n Western Europe

At the tme of entenng the fund, the Company transferred its previously-held direct investrments i Wind Direct,
Tir Mostyn and Sorne Wind to the fund Since June the fund has completed three further investments in the European
renewables sector In total these generate enough energy to provide electrioity for over 50,000 homes

Renewable energy continues to benefit from a highly favourable regulatory and policy environment with climate
change moving up the political agenda The investment In the fund will give the Company exposure to a diversified
portfolio of assets offenng both Income and capital appreciation n a rapidly-growing sector

The fund’s portiolio now includes the following

Tir Mostyn Wind Direct
An operating wind farm in North Wales {value £8 2 mullon) A business that installs, owns and operates wind turbines
Sorne Wind on UK industnal sites {value £4 4 million)

An operating wind farm in Donegal, Ireland {value €4 1 million) Rewind

Picardy Wind Expansion capital of €0 9 milllon provided in return for

options to acquire a portfolio of Italan wind farms
A portfolio of wind farms in Northern France in operation P & P

or under construction (value €8 2 milion)

Since the perod end, the fund has completed an expansion capital investment of €1 2 mithon in Aufwind in return for
the option to Invest 1n long-term German biogas and wind projects

Cost and valuation of the Company's holdings

Company | Deal type | Residual cost | Valuation l Valuation basis | Portfolio value ]
£'000 £'000 %
Hg Renewable Power Partners LP | Fund | 1,725 | 1,553 | Net Assets | 10

The difference between cast and valuation 5 due to establishment and runmng costs, fees, and loreign exchange movements in the fund
As at 31 Becember 2006 alf undertymng lnvestments & the fund were held at cost

HgCapitat Trust plc
ANNUAL REPOAT AND ACCOUNTS 2006
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[Investment portfollo}

Company Sector Location Residual cost Vafuation Year of Portfolia ‘ Cum
£'000 £'000 ; investment value % value %
1 VISMA Holdings + T™T Europe Other 13,268 12,251 2006 82% §2%
2 Schenck Process SA + Industnals Germany 11,698 11,537 2065 78% 16 0%
3 Paragon Lid + Healthcare 1K 10,746 10,746 2006 72% 23 2%
4 Hrschmann Electronics Heldings SA + Industnals Germany 2,669 10,078 2004 §8% 300%
5 Xix Lid (V/a Xyratex} * T™T UK 3,172 9,717 2003 65% 36 5%
6 Elte Holding SA + ™T Benelux 5749 9,502 2005 65% 43 0%
7 Blue Minerva Ltd (t/a IRIS Software) + TMT UK 2,957 7,613 2004 51% 48 1%
8 Surrey 1 Ltd (t/a SHL) + Services UK 7,534 7,534 2006 51% 53 2%
9 WET Holding Luxembourg SA + Industnals Germany 7,590 6,625 2003 4 5% 57 7%
10 Adtison Luxernbourg SA + T™T Germany 6,499 6,509 2005 45% 62 2%
11 The Sanctuary Spa Holdings Ltd + Consumer and Lewsure UK 631 6,082 1995 41% 66 3%
12 FTSA Holdings Ltd + Industnals North Amenca 6,235 6,008 2006 40% 70 3%
13 Clanon Events Holdings Ltd + T™T UK 4,965 5,704 2004 38% 741%
14 Sporting Index Group Ltd + Consumer and Leisure UK 5428 5428 2005 37% 77 8%
15 Hofmann MM SA + Industrals Germany 4,747 4,673 2005 3% 80 9%
16 Schleich Luxembourg SA + Consumer ang Leisure  Germany 4,634 4,640 2006 31% 84 0%
17 Worldmark International Ltd fndustnals UK 2,389 3,214 2000 22% £62%
18 Rolie & Nolan Holdings pic + T™MT UK 238 2,366 1996 16% 87 8%
19 ClinPhone plc * Healthcare UK 7 2,027 2003 14% 89 2%
20 Heseasans Group Ltd + Consumer and Leisure UK 2,197 1,929 2004 13% 90 5%
21 Doc M SARL Healthcare Germany 1,956 1,857 2004 13% 91 8%
22 Axiom Holdings Ltd T™T UK 1,805 1,805 2001 12% 930%
23 Hg Renewable Power Partners LP +  Renewahle enargy Eurape Other 1,725 1,553 2006 10% 94 1%
24 PRA International Inc ™" Healthcare Benelux 1,478 1,504 2002 10% 950%
25 Classic Copynght (Holdings) Ltd
/2 Boosey & Hawkes + T™T UK 6,033 1,486 2003 10% 96 0%
26 Bertram Group Holdings Eid + Consumer and Leisure UK 2,848 1,482 1999 10% 97 0%
27 Weston Presicie Capital Il LP Fund North Amenca 1,867 1,201 1998 08% 97 8%
28 South Wharf pic ~ Industnals Iretand 47 992 1992 07% 98 5%
29 Eagle Rock Group Ltd + TMT UK 3,856 916 200t 06% 99 1%
30 Orbiscom Ltd ™T Ireland 3,063 599 2001 04% 99 5%
31 Eurgknughts (Il LP Fund Europe Gther 1,459 408 1996 03% 99 8%
32 Match Holdings Lid Healthcare UK 3,854 335 1999 02% 1000%
33 PARC Group Ltd Services Irefand 42 166 1995 00% 1000%
34 ACT Venture Capital Ltd Fund treland - 40 1994 00% 1000%
35 Orbis plc * Services UK 3,378 15 1997 00% 1000%
36 Bums e-Commerce Solutions T™T UK 3,244 - 2001 00% 1000%
37 86! {Holdings) Ltd + Services UK 1,972 - 1999 00% 1000%
38 Profiad Ltd + Heatthcare UK 1,653 - 1999 00% 1000%
39 Newchurch Ltd Healthcare UK 1,296 - 2000 00% 1000%
40 Azinger Ltd Services freland 204 - 1993 00% 1000%
41 Luxfer Holdings plc + Industnals UK 46 - 1996 00% 1000%
42 Weston Presidio Capital Il LP Fund North Amenca - - 1995 00% 1000%
Total 145,175 148,542 100 0%

*  Listed on the London Stock Exchange

A Listed on the Dublin and London Stock Exchange

** Traded on NASDAQ

*** Traded on NASDAQ The shares are subyact lo dealng restnctions that exprre in July 2067
+ HgCapital controls mora than 50% of the voling equity shares through its management of the Company and other funds

- I r
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[Flnanclal statements}

Income statement
Balance shest
Cash flow statement

Reconciliation of moverments in
sharehclders’ funds
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[Income statement}

for the year ended 31 December 2006

Revenue Capital Total

return return return
2006 2005 2006 2005 2006 2005
Note £000  £'000 £'000 €000 £000  £'000
Gains on nvestments and government securities 10 - ~ 34919 37,706 34919 37,706
Casried interast 3(b) - - 4,737y (2,976) {4,737) (2,976)
Income 2 7,769 4,963 - - 7,769 4,963
Investment management fee 3{a) (730) {567} {2,191) (1,781) {2,921) (2,248)
Other expenses 4(a) (636)  (498) - - (636)  (498)
Return on ordinary activities before taxation 6403 3,878 27991 32,969 34,394 36,847
Taxation on grdinary activities 6 (1,884 (913 657 528 {1,227)  (385)
Transfer to reserves 4519 249865 28,648 33,497 33,167 36,462
Return per ardinary share 7 1784p 1 77p 113 74p 132 99p 131 68p 144 76p

The total retum column of this statement represents the Company’s income Statement The supplementary revenue and capital return cofumns are
prepared under gudance pubhshed by the Association of investment Companies All recogmsed gams and losses are disclosed i the Revenue and
the Capital columns of the Income Statement and as a consequence no Statement of Total Recogrised Gans and Losses has been presented

The movemenis in reserves are set out in note 17 to the financial statements

Alf revenue and capital items in the above sfatement denive from continuing operations

No operations were acqtnred or discontinued durmg the year

The notes on pages 31 to 39 form part of these financial statements
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[Balance sheet]

as at 31 December 2006

2006 2005
Note €000 £'000
Fixed assets
investments held at farr value
Queted at market valuation 14,255 18,736
Unquoted at Directors' valuation 134,287 109,504
9 148,542 128,240
Current assets
Debtors 1 10,005 6,609
Govemment securties 12 34,284 24515
Cash 13() 2,268 867
46,557 31,991
Creditors — amounts falling due within one year 14 {7,964) {3.744)
Net current assets 38,593 28,247
Net assets 187,135 156,487
Capital and reserves
Called up share capitaf 16 6,296 6,296
Share premium account 17 14,123 14,123
Capital redemption reserve 17 1,248 1,248
Capital reserve — realised 17 152,787 122,191
Capital reserve — unrealised 17 2,985 4,933
Revenue reserve 17 9,696 7.696
Total equity shareholders’ funds 187,135 156,487
Net asset value per ordinary share 7 743 0p 621 3p

The financial statements on pages 28 to 39 were approved and authonsed

behalf by

Roger Mountford, Chairman
Timothy Amies, Director

The notes on pages 31 to 39 form part of these financial statements

ssug by the Board of Directors on 12 March 2007 and sighed on its
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[Cash flow statement}

for the year ended 31 December 2006

2006
£'000

Net cash (outflow)/inflow from operating actwities (2,273)

Taxation recovered 2,666 352

Capital expenditure and hinancial investment
Purchase of fixed asset investments {45,266) (35,376)
Proceeds from the sale of fixed asset investments 59,805 48,831

Net cash (nflow from capital expenditure and financial investment 14,539 13,455

Equity dividends paid {2,519) {2,015)

Net cash inflow before management of iquid resources 12413 13,334

Management of iquid resources
Purchase of government secunties (111,342) (50,890
Sale/redemption of govemment securities 100,334 37,246

Net cash outflow from management of liquid resources (11,008) (13,644)

Increase/(decrease) In cash in the penod 1,405 (310}

[Reconciliation of movements in shareholders’ funds]

for the year ended 31 December 2006

Called up Share Capital Captal | Revenus Total
share premium redemption | reserves reserve
capital account reserve
£'000 £7000 £'000 £ 000 £000 £000

At 31 December 2005 6,296 14123 1,248 127,124 7,696 156,487

Net retumn from ordinary activitles after tax - - 28648 4519 33,167

Dmwdends pad - - (2519 {2519

At 31 December 2006 14,123 185,772  9.696 187,135

At 31 December 2004 14,123 93627 6746 122,040

Net retum from ordinary activities after tax 33,497 2,965 36,462

Dradends pad - - 2019 (2,015)

At 31 December 2005 1,248 127124 7,696 156,487

The notes on pages 31 to 39 form part of these financial statements

- _—Or—/
3¢ HgCapital Trust ple

ARNLAL REPORT ANG ALLOUN § 2000
_— e}




[Notes to the financial statements]
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1 Principal actity § G

The principal activity of the Company 15 that of an Investment company within the meaning of section 266 of the Companses Act 1985 and section 842 2
of the Income and Corporations Taxes Act 1988 H
Basis of preparation §

The accounts have been prepared in accordance with applicabite Accounting Standards and with the Statement of Recommended Practice 'Financial
Statements of Investment Trust Companles' (SORP), dated January 2003 and revised In December 2005 All of the Company's operations are of a
continuing nature

Assoeiated underlakings
Certain venture capital investments deemed to be asseciated undertakings are carried at fair value in accordance with the Company’s Investments
accounting policy and Financial Reporting Standard (FRS) 9

nvestment income and interest recevable

Incoms from equity mvestments, including taxes deducted at scurce, 1s included in revenue by reference to the date on which the investment Is quoted
ex-dividend Where the Company elects to receive dividends in the form of additonal shares rather than cash dividends, the equivalent of the cash
dwvidend 15 recognised as income In the revenue account and any excess in the value of the shares receved over the amount of the cash dvidend is
recogmised 1n Capital reserve - realised Interest income is accounted for on an accruals basis Dividends recevable on equily shares where there 15 no
ex-didend date and on non-equity shares are brought into account when the Company's nght to receive payment 1s estabhished

Management fee and finance costs

The annual investment management fee and finance costs are charged 75% to Capital reserve - realised and 25% 1o the revenue account
This 15 n ine with the board’s expected spht of long-term returns, in the form of capital gains and income respectively, from the nvestment
portfolio of the Company

Expenses

All expenses are accounted for on an accruals basis All administrative expenses, excluding the management fee, are charged wholly to the revenue
account Expenses that are Incidental to the purchase or sale of an investment are included within the cost or deducted from the proceeds of

the nvestment

Foreign currency

All transactions in foreign currencies are translated into steding at the rates of exchange ruling at the dates of such transactions Foreign currency
assets and hiabihbies at the balance sheet date are transtated into sterling at the exchange rates nuling at that date Exchange differences ansing on the
transiation of foreign currency assets and liabilties are taken to Capital reserve - realised

Taxation

Deferred taxation 1s recognised (n respect of all timing differences that have onginated but not reversed at the balance sheet date where transachions or
events that result 1n an obligation to pay more tax in the future, or the nght to pay less, have occurred at the balance sheet date This 1s subject to
deferred assets only being recognised if it 15 considered more hikely than not that there will be suitable profits from which the future reversal of the
underiying timing differences can be deducted Timing differences are differences between the Company's taxabta profits and its results, as stated in
the financial statements, which are capable of reversal in one or more suitable penods

Investments

The general principle applied 15 that investments should be reported at “fair value™ in accordance with FRS26 and the International Prvate Equity and
Venture Capital Association (IPEVCA) valuation guidelines 1ssued jointly by the British Venture Capital Association (BVCA) and the European Venture
Capital Association {EVCA) in February 2005

Quated Quoted investmants are designated as held at fair value, which 1s deemed to be bid market pnces
Unguoted Unquoted investments are also designated as held at fair value and are valued using the following critena
(it nitially, investments are fair valued at cost, including fees and transaction casts,

(i after the receipt of the first audited financial statements following initial investment, companies are valued on the level of maintainable eamings and
an appropriate earnings muttipte A marketability discount 1s applied to the value attnbutable to shareholders, ranging from 20% to 30%

(m) where more appropriate, investments are valued with reference to their net assets rather than earnings, and

(v} appropnate provisions are made aganst all indwvidual valuatiens where necessary to reflect unsatisfactory financial performance leading to
diminution in value

Both realised and unrealised gains and losses ansing on investments are 1aken to capital reserves

Capital reserves

Capital reserve - realised

The tollowing are accounted for in this reserve

) gans and losses on the realisation of investments

fii} losses on investments within the portfolio where there is little prospect of realisation or recovenng any value,

{m) realised exchange ditferences of a capital nature, and

(iv) expenses, together with the related taxation effect, charged to this reserve in accordance with the abgve palicies

Capital reserve - unrealised

The followsng are accounted for n this reserve

{3 increases and decreases In the valuation of Investrnents held at the year end, and
(i) unrealised exchange differences of a capital nature

Orgamisational structure
In May 2003, the Company entered into a partnership agreement with HGT General Partner Linited and MUST 4 Carry £P A limited partnership, HGT LP,
was constituted to camry on the business of an investor wath the Company being the sole mited partner in this entity

Under the partnershup agreement, the Company made a capital commitment of its ngn-cash investment portfolio to HGT LP with the result that all fixed
asset investrents are now held through HGT LP Note 9 and the Invesiment portfolio on page 26 present the underlying investments held in HGT LP The
income and capital accruals relating to the investments held in HGT LP are shown in notes 11 and 14 Carmied interest paid to the Founder Partner 1s
shown on the face of the Income Statement as 1t s the first charge on investment gains

The agreement stipulates ihat the associated income and capital profits, after payment of the carned nterest and the General Partner share, are
distnbuted fo the Company and consequently these armounts (including the associated cash tlows) are shown in the appropnate lines within the Income
Staterment, Cash Flow Statement and the related notes




[Notes to the financial statements contmued}

2 Income

Income from investments

UK unquoted investment income
UK éividends

Overseas dividends

Other income

Gilt interest

Deposit interest

Other interest income
Underwriting commission

Total income

Total Income comprises
Dvidends

Interest

Underwniting cemmission

3 (a) Investment management fee Revenue ratum Capital return Fotal return
2006 2005 2008 2005 2008
£'000 £'000 £'000 £'000 £'000

Investment management fee 621 500 1,865 1,499 2,486
Irrecoverable VAT thereon 109 87 326 262 435

730 587 2,191 1,761 2,921

Details of the investment management, custodian and administration contracts are disclosed in the Directors’ report on pages 45 and 46
The investment managament fee 15 levied quarterly In amears Investment management fees are charged 75% to capttal and 25% 1o revenue

Total return
2006 2005 2008 2005
£'000 £000 £'000 E000

Carnied interest - - 4737 2976 4,737 2976

2006 2005
£'000 £ 000

3 (b) Carried interest l Revenue retum ‘ Capital retun

The camed interest payable ranks as a first distnbution of caprtal gains on the investments held In HGT LP, a limifed partnership established solely to
hold the Company’s investments, and 1s deducted prior to such gains being paid to the Company in its capacity as Limited Partner The gross amount of
capital gains of HGT LP during the peniod 1s shown on the Income Statement Details of the carried interest contract are disclosed n the Directors’
report on page 45

——————
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[Notes to the financial statements contmuedil

4 Other expenses

{a} Operating expenses

Custodlan and administration fees
Directors’ remuneration (note 5)
Auditors’ remuneration - audit services
- non-audit services
Other administration costs

The Company's total expense ratio, (TER} calculated as a percentage of
average net assets and including expenses, after relief for taxation, was

{b) Reconciliation of net return before taxation to net cash flow from operating actvibies

Total retumn before taxation

Gans on investments held at fair value

Movement en camied interest

{increase)/decrease in accrued income

Increase in debtors

Increase/{decrease) in creditors

Tax on investment income ncluded within gross income

2006 |

£000
34,394
(34,919
1,761
(3.613)
(20)
385
(261)

2005
€000

36,847
(37,708}
2,976
77

(250}
(402)

Net cash {outflow)/inflow from cperating actvities

{2,273)

1,542

5 Directors' remuneration

The aggregate remuneration of the Directors, excluding VAT where applicable, for the year 1o 31 December 2006 was £103,500 {2005 £98,000)

Further mformation on the Directors' remuneration is disclosed in the Directors’ remuneration report on page 48

—

ol
a3

oid 1sn) [endenby

BOOE SLINNOISY CHY LHOASH ity



[Notes to the financial statements contlnued}

6 Taxation on ordinary activities

{a) Analys:s of charge i the year 2006 2005 2006 2006 2005

Revenue retum Capital return Total return
£'000 E 000 ‘ £'000 £'000 £'000

Current 1ax
UK corporation tax 1,896 913 (657) (528) 1,239 385
Prior year adustment (12) - - - {12) -

Total current tax {note 6(b)) 1,884 913 (857) 528) 1,227

(b) Factors affecting current tax charge for the perlod
The tax assessed for the penod 1s lower than the standard rate of corporation tax in the UK for a large company (30%}
The ditferences are explained below 2006

£'000

Revenue return on ordinary activities before taxation 6,403

UK carporation tax at 30% thereon 1,921
Effects of

Non taxable UK dividends (25)
Tax deductible expenses in capital {657}
Tax relief to the capital account 657
Tax in refatien 1o the prior year (12}

@7
Current revenue tax charge for the period (note 6(a) 1,884

In the apinion of the Directors the Company has complied with the requirements of Section 842 ICTA 1988 and wil! therefore be exempt from
corporation tax ont any capital gains made n the year

7 Return and net asset value per ordinary share 2006 2005

Revenue and capital retums per share are shown below and have been calculated using the fotlowing

Net revenue attributable to equity shareholders after taxation £4,519,000 £2,965,000
Net capitat gains for the year £28,648,000 £33,497,000
Number of shares in 1ssue 25,186,755 25,186,755

Revenue retum Capital retum Tetal return
2006 | 2005 2006 | 2005 2006 | 2005

Return per ordinary share 17 94p 11 77p 113 74p 132 99p 13168p 144 76p

The net asse! value per share of 743 Op (2005 621 3p) was calculated by dividing equity shareholders' funds of £187,135,000 (2005 £156,487,000)
by the number of shares in issue at the year end of 25,186,755 (2005 25,186,755)

e e |
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[Notes to the financial statements contmued}

8 Dividends on ordinary shares
Register date

Final dndend (8 00p) for the year ended 31 Cecember 2004 18 March 2005
Finz) dividend (10 00p) for the year ended 31 December 2005 24 Maren 2006

2006 2005

Payment date £'000 £ 000
29 Aprel 2005 - 2,015

2,519 -

2519 2015

The proposed final dvidend is subject to approval by shareholders at the Annual General Meeting and has not been included as a liabibity in these

financial statements

The total dividends payable in respect of the finantial year, which form the basis of the retentron test as set out in section 842 of the Income and

Corporation Taxes Act 1988, are set out below

Revenue available for distribution by way of dividend for the year
Proposed final dudend of 14 Op for the year ended 31 December 2006
{based on 25,186,755 ordinary shares in issue at 31 December 2006)

2006
000

4,518
(3,526)

Undistributed revenue for section 842 purposes *

993

* Undistrbrted revenue comprises 13 2% of income from investments of £7,508,000 {see note 2)

9 Investments held at fair value

Investments held at fair value through profit and loss
Invesiments quoted on the London and Dublin Stock Exchanges
Investments quoted on NASDAQ

Unquoted investments

2008 2005
£'000 £000

3,034 3,961
11,221 14,775
134,287 109,504

148,542 128,240

Equity shares
Convertible secunties
Fixed income securities

85,803 60,029
1,401 925
61,338 47,286

148,542 128,240

Gpening valuation
Gpening unrealised (appreciation)/deprectation

Quoted ’ Unquoted Total

£000 £'000 £000

18,736 109,504 128,240
(8,254) 3,004 (5,250)

Opening book cost
Movements In the year
Additions at cost
Transfer from unguoted to quoted at cost
Disposals - proceeds
- realised gains on sales

10,482 112,508 122,990

- 45,266 45,266
1,504 (1,504) -
(16,381) {44,735) (61,126)
12,487 25,558 38,045

Closing book cost of investments
Closing unreahsed appreciation/{depreciation)

8,082 137,093 145175
6,173 (2,806) 3,367

Closing valuation of investments

14,255 134,287 148,542

Duning the year the Company incurred transaction costs on the sale of investments totatling £13,000 (2005 £33,000)

The gans on investments are shown after deducting such transaction costs
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[Notes to the financial statements contlnued:{

The Company has equity holdings of 10% or more of the following classes of share in the companies listed below

Company

Addison Luxembourg SA

Bertram Group Holding Ltd

Bertrarn Group Holding Ltd

Beriram Group Holding Ltd

Clarion Events Holding Ltd

Classic Copynght Holdings Ltd
Eagle Rock Entertanment Ltd

Elite Holding SA

FTSA Holdings Limited

Hirschmann Electronics Holdings SA
Hirschmann Efe¢tronics Holdings SA
Hirschmann Electronics Holdings SA
Hirschmann Electronics Holdings SA
Hofmann M M SA

Hoseasons Group Ltd

Newchurch Ltd

Orbiscom Ltd

Orbiscom Limited

Profiad Ltd

Rolfe & Notan Holdings plc

Schenck MPT SA

Schlelch Luxembourg SA

SGI Holdings Lid

Sporting ndex Group Ltd

The Sanctuary Spa Holdings Limited
WE T Holding (Luxembourg) SA

Country of incorporation

Luxembourg
England
Engtand
England
England
England
Engtand
Luxembourg
England
Luxembourg
Luxembourg
Luxembourg
Luxembaourg
Luxembourg
England
England
Ireland
Ireland
England
England
Luxembourg
Luxembotirg
England
England
England
Luxembourg

Shareholding

Class A Shares

A Ordinary Shares

B Ordnary Shares

C Qrdinary Shares

A Ordinary Shares

A Ordinary Shares

A Ordinary Shares
Ordinary Shares

Ordinary Shares (USDQ 01)
A Redeemable Shares

B Redeemable Shares

G Redeemable Shares

D Ordinary Shares
Ordinary Shares

Ordinary Shares
Subordinated £1 shares
Non - Convertible Redeemabie Prets
Ordinary Sharas

B Ordinary Shares

Ha Preferred Ordinary Shares
Ordinary Shares

Ordinary Equity

A Ordinary Shares
Qrdinary Shares

Ordinary Shares

Ordinary Shares

* Investee companies may 1ssue a hinber of different classes of share The percentage of the total 1ssued ordmary share capital of the ten iargest
mvestments held by the Company s shown i the table on page 40

Further information on these investments which, in the epinion of the Directors, have a significant effect on the Company’s financia! statements, 1s
containeg in the Review of principal Investments on pages 15 to 23

HgCapital Trust ple
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[Notes to the financial statements contmued}
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10 Gains on investments and govemment securities 2006
£'000

Realised gains on sales 20516
Foretgn exchange losses L))
Change in unrealised appreciation 14,407

34,919

11 Debtors

Taxation recoverable

Sales for future settlement
Prepayments and accrued income
Other debtors

12, Government securities 2005
£000

Investments held at fair value through profit and loss

Opening valuation 24,515 11,884
Purchases at cost 111,342 50,581
Sales and redemptions {100,334) (37,246)
Movement in unrealised capntal losses {65) (282)
Realised capdtal losses (1,174) (432)

Closing valuation 34,284 24,515

13 Movement in net funds
(a) Reconciliation of net cash flow to movement in net funds

Change in net funds
Exchange movements
Net funds at 1 January

Net funds at 31 December

{b) Analysis of changes In net funds

Cash




[Notes to the financial statements contmued]

14 Creditors - amounts falling due within one year

Carrigd interest
Corporation taxation payable
Sundry creditors

15 Risk

The following disclosures relating to the risks faced by the Company are prowided in accordance with Financial Reporting Standard 25 and 26,
“Dervatives and other financial instruments disclosures™

Financial instruments and nsk profile

The Company’s primary investment objective 1s to achieve long-term capital appreciation by investing in unquoted companies, mostly in the UK and
Eurcpe Additionally, the Company hetds gilts, cash and short-term deposits and items such as delitors and creditors ansing directly from 1ts operations
The numencal disclosures below exclude short-term debtors and creditors By their very nature, investment activities undertaken to achieve the
Company's objective involve certaln inherent nsks, primanly valuation risk These are considered further below

Valuation nsk

The Company's exposure o valuation nsk compnses mainly movements in the value of its underiying investments, the majonty of which are unquoted
A breakdown of the Company's portfolio is given on page 26 In accordance with the Company's accounting palicies, all underlying unquoted
investments are valued by the Directors with regard to the current guidelines issued by the Interational Prvate Equity and Venture Capital Association
The Company does not hedge against movements in the value of these investments The Company has exposure o interest rate movements, through
cash and git holdings

In the opimen of the Directors, the diversified nature of the Company's portfolio significantly reduces the risks of investing In unquoted companies

Currency risk

The Company I1s expesed to currency risk as a resuli of investing in funds and companies n ioreign cumencies The steriing value of these assets can
be s:gnificantly influenced by movements in foreign exchange rales The Company does not normally hedge against foreign currency movements
affecting the value of its investments, but takes account of this nsk when making investment decisions

Interest rate nsk
The Company has expasure {0 interest rate movements on both mterest recevable from funds awalting mvestment and interest payable on borrowings

Liquidity nsk
Invgstments in unquoted companies, which form the majonty of the Company’s investments, may not be as readily realisable as investments in quoted
companies

Ftnancial assets of the Company 2006 2005

Flxed Floating Non Interest- Fxed Fioating Non interest-
rate rata bearing Tetal rate rate bearning Total
£'000 £'000 £000 £000 £000 £'000 £'000 €000

Sterling 72,996 2,268 28,524 103,768 52977 867 38,558 92,402
Euro 19,000 - 35,138 58,138 18,824 - 25,476 44,300
Norwegian Kraner 5,027 - 16,940 21,967 - - - -
US doltar - - 1,201 1,201 - - 16,920 16,920

Total 97,023 2,268 85,803 185,094 71,801 867 80,954 153,622

The fixed rate assets compnse gilts and fixed rate lendings to nvestee companies Fixed rate lendings have a welghted average interest rate of 11 3%
per annum (2005 11 3%) and a weighted average Iife to matunity of & 8 years (2005 7 2 years) The floating rate assets consist of cash

The non interest-bearing assets represent the equily content of the investment portfolic
The Comgany drd not have any outstanding borrowmgs at the year end (2005 nil)

Cutrency exposure
The curréncy denomination of the Company's finangial assets 15 shown above Short-term debtors and creditors, which are excluded, are predominantly
in sterling, the functional curency of the Company

—
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[Notes to the financial statements contmued]

16 Share capital

17 Share premium account and reserves

Authonised

40,000,000 ordinary shares of 25p each

2006

Nominal |
Mo 000

40,000

€000

10,000

Nominal
No 00D

40,000

2005

| o

10,000

Allotted, calted up and fully paid

Ordinary shares

A1 January & 31 December

25,187

9,296

25,187

6,296

As at 1 January 2006

Transfer on disposal of nvestments

Share
premium
account
£'000

14,123

Capital
redemption
reserva
£'000

1,248

Capital
reserve
realised

£000

122,191
16,355

Capital
reserve
unrealtsed
£'000

4,933
(16,355)

Agvenue
raserva
£000

7,696
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Losses on sale of government secunties (1,174)
Foreign exchange losses L))
Net gain on sale of investments 21,690
Net movement in unrealised appreciation of investments - -
Dmidends paid - (2,519)
Net revenug for the year after tax - 4,019
Carned interest {4.737)

Management fee charged to capital, after taxation {1,534)

As at 31 December 2008 14,123 152,787

18 Contingent liabilities
As at 31 December 2006, investment purchases of £12,941,000 (31 December 2005 £680,000) had been authonsed and coniractually committed,
including uncalled commitment to Hg Renewable Power Partners LP




[Top ten mvestments]

Company

Addison Luxembourg SA

Accounting
date

Dec-05

Currency Turmover

€m 224

PBIT-

€9

Net assets/
{hatnlities)

126

% of total
share capttal
held by the
Company

181%

% of portiolio
2006 | 2005

45% 52%

Blue Mingrva Limited

Apr-06

£m 320

135

9 5%

51% 41%

Elite Holding 5A

Dec-05

sm -

L

79

15 6%

65% 47%

Hirschmann Electronics Holdings SA

Dec-05

€m 2868

224

613

126%

68% 32%

Paragon Limited

Mar-06

£'m 934

161

(16.4)

78%

72%

Schenck Process SA

Dec-05

€m 2351

228

3216

16 6%

78%

Surrey 1 Limited

Dec-05

£'m 682

100

ook

9 0%

51%

Visma Holdings

Dec-05

NOK'm 19070

1846

1,3780

92%

82%

WE T Holding Luxembourg SA

Jun-06

€m 1806

240

x

1 1%

45%

Xix Ltd

Nov-06

$'m 9836

726

2345

*  Profit Before Interest and Taxation and, where apphcable, befora amortisation of goodiwill
* Not applicable as there was no requirement lo prepare avdited financral statements for the full year in respect of these busmesses

This table does not form part of the financial statements

[Analysm of registered shareholders} as at 31 December 2006

By type of holder

Nominee companies
Durect pnvate investors
Others

Number
of shares

20,244141

1,876,760
3,065.844

% of total
I

2005

786
66
148

31%

Number
of hotders

369
260
52

65%

% of total
| 2005

536
392
7e

25,186,755

1000

681

1000

By size of holding

1- 5,000

5,001 — 50,000
50,001 - 106,000
Over 100,000

Rumber
of shares

729,167
2,656,071
1,792,738

20,008,778

Nurnber
of hoiders

480
151
24
46

% of total
1 2005

222
41
59

25,186,255

681

This table does not form part of the financial statements
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[Governance and other information]

Board of Directors
Drectors’ report and business review
Directors’ remuneration report

Corporate governance and
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Report of the incependent auditor
Shareholder information

Glossary

Notice of Annual General Meeting
Management and administration

42
43
48

49
52
54
56
57
59
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[Board of Dlrectors]

Roger Mountford {Chawrman}

Aged 58, Roger Mountiord was appointed to the Board in
2004 and becarme Chairman in Apnl 2005 He spent thirty
years as a merchant banker in the City of London and in
the Far East, latterty as Managing Director in the Corporate
Finance Department of SG Hambros He now serves on
several boards, Including the Cvil Aviation Authority, where
he s chairman of the CAA Pension Scheme

Timothy Amies

Aged 88, Tmothy Amies was appointed to the Board in
1991 He 1s a chartered accountant with over thirty years’
experience of working in the City He was a partner at
Laune Milbank & Co, stockbrokers for sixteen years pnor to
s acquisition by Chase Manhattan Bank He then became
a director of Chase Investment Bank involved in mergers
and acquisitions ke 1s Chairman of the Audit and Valuation
Comnuttee of the Company

Plers Brocke

Aged 66, Piers Brooke was appointed to the Board 1n
2001 He worked for thirty-eight years in both commerceal
and merchant banking, helding a vanety of general
management positions in the UK, Contnental Europe, the
Far East and North Amenca Most recently he was Director
of Financial Strategy at National Westrminsier Bank He s a
non-executive director of Focus Soiutions Group plc and
Lothbury Property Trust

| —
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Peter Gale

Aged 51, Peter Gale was appointed to the Board in 1891
and 1s Deputy Chairman of the Company He has worked
in many dwvisions of National Westmnster Bank,
specialsing 10 investment management In 1880 he
became responsible for the investment management of
National Westrminster Bank Group Pension Funds, which
subsequently became RBS Pension Trustee Lid Upon the
purchase of Gartmore Investment Management plc In
1996, he became a principal of the enlarged fung
management company and in 2003 became Managing
Director of Gartmore Prvate Equity

Andrew Munson

Aged 58, Andrew Munson was appointed to the Board in
2004 He was Senior Bursar of Peterhouse, Cambndge for
nne years and spent the prewicus twelve years as a
prncipal In private equity partnerships in the USA Prior to
that he was a fund manager, financial journakst and
investment banker in the City of Loendon He now serves cn
the board of Aberdeen Growth Opportuniies Venture
Capital Trust plc and s Charman of the JPMorgan
European Investment Trust plc

All Drectors are members of the Audit and Valuation,
Normination, Directors’ Remuneration and Management
Engagement Committeas

All Directors are non-execuiive




[Directors’ report]

The Dwectors present the annual report and financal
statements of the Company for the vyear ended
31 December 2006

BUSINESS REVIEW

Background

The business review has been prepared 1n accordance with
Section 2342728 of the Companies Act 1985 Inclusion of a
business revisw In the annual report and accounts became
mandatory for all UK companies in respect of accounting
penods commencing on or after 1 Apnl 2005

The purpose of the business review 15 {0 provide an
overview of the business of the Company by

* Analysing development and perfoermance  using
appropriate key performance indicators (KPIs}

¢ Qutining the principal nsks and uncertanties affecting
the Company

+ Descnbing how the Company manages these nsks
¢ Explaining the future business plans of the Company

Pnncipal activity and business review

The principal activity of the Company 1s to cperate as an
nvestment trust providing access to a diversified portfolic
of private equity investments A review of the business for
the year 1s given In the Charman’s statement on pages
4 and 5 and In the Investment manager's review, which

begins on page 10

Status of the Company

The Inland Revenue has accepted the Company as an
nvestment trust for the purposes of section 842 of the
Income and Corporation Taxes Act 1988 {ICTA) for the year
ended 31 December 2004 [n the opinion of the Directors,
the Company has conducted its affairs sc as to enable it to
continue to maintain acceptance as an investment trust
since that date It 1s the Company's intention to continue to
seek authonsation under section 842 of ICTA

The Company 1s not a close company within the meaning
of the provisiens of ICTA

The Company s an investment company within the
meaning of section 266 of the Companies Act 1985

The Company's shares are eligible investments within the
stocks and shares component of an Indmdual Savngs
Account (ISA)

Going concern

The Company Is In a position to meet all of its liabihties from
#s llquid assets and consequently the accounts of the
Company have been produced on a going concern basis

Business and strategy

The objective of the Company I1s to provide shareholders
with long-term capital appreciation In excess of the FTSE
All-Share Index by investing in unqueted companies The
strategy of the Manager 1s t¢ maxmise returns from mid-
market private equity through sector specialsation and
proactive work with portfolio companies It concentrates on
buy-outs in Western Europe with enterprise values between
£50 milkon and £350 million

No matenal change will be made 1o the investment policy
without shareholder approval

Geanng

The Company has a £25 million borrowing faciity which it
may use from tme to time to explot investment
cpportunities The Board regularly reviews cash flow and
the use of geanng

Performance

In the year to 31 Decermnber 20086, the Company's net asset
value per share (including dvidends re-invested) increased
by 21 4% This compares with a nse in the FTSE All-Share
lndex (total return) of 16 8% The Company’s ordinary share
price ncreased by 27 2% on a total return basis

Results and dvidend

The total return for the Comparny is set out In the Income
staternent on page 28 The total return for the year, after
taxation, was £33,167,000 (2005 £36,462,000} of which
£4,519,000 15 revenue return (2005 £2,965,000)

The Directors recommend the payment of a final dvidend of
14 Cp per crdinary share for the year ended 31 December
2006 (2005 10 0p) Subject to approval of this dvidend at
the forthcoming Annual General Meeting (AGM), 1t will be
pad on 1 May 2007 to shareholders on the register of
members at the close of business on 23 March 2007

Key performance indicators

Each Board meeting conducis a detaled review of the
portfollo and reviews a number of indices and ratios to
understand the impact on the Company's perfermance of
the indwidual porifollo holdings The key performance
indicators (KPIs} used to measure the progress and
performance of the Company over tme and which are
comparable to those reported by other invastment trusts
include net asset value per share, share price, earrungs per
share, average monthly trading volumes and cash flow The
Drectors recognise that ft 1S in the long-term interest of
shareholders that shares do not trade at a signficant
discount to the prevaling NAV and they also monitor the
Company's discount or premium regularly
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[Dlrectors’ report contlnued}

Prncipal nsks

The key rnisks faced by the Company are set out below The
Board regularly reviews and agrees polcies for managing
each risk, as summansed below

Performance nsk

The Board s responsible for deciding the mnvestment
strategy to fulfi the Company's objectives and for
monitoring the performance of the Manager An
nappropnate strategy may lead to poor performance To
manage this nsk the Manager prowides an explanation of all
investment decisions and the rationale for the composition
of the investment portfolo The Board monitors and
mantains an adequate spread of nvestments, based on
the diversification requirements inherent In the Company’s
investment policy, In order to minimise the rnsks associated
with particular countries or factors specific to particular
sectors

Income/dmdend sk

The amount of dividends and future dwvidend levels wil
depend on the income receved from the Company's
uncierying portfolio

Regulatory nsk

The Company operates as an investment trust in
accordance with section 842 of the ICTA 1988 As such,
the Company 1s exempt from capital gains tax on the profits
realsed from the sale of iis Investments The Manager
monitors Investment movements, the level and type of
forecast income and expendiure, and the amount of
retaned income (if any) to ensure that the provisions of
section 842 are not breached The results are reported to
the Board at each meeting

Operational nsk

In common with most other Investment trust companies,
the Company has no employees The Company therefore
relies upon the services provided by ithird parties and 15
dependent upon the control systems of the Manager and
the Company’s other service providers The secunty, for
example, of the Company's assets, dealng procedures,
accounung records and mantenance of regulatory and
legal reguirements, depend on the effective operation of
these systems These are regularty tested and monitored
and an internal conirol report, which includes an
assessment of nsks together with procedures to mitigate
such nsks, 1s prepared by the Manager and reviewed by the
Audit and Valuation Commitiee twice a year

Financial nsks

The Company’s investment activities expose 1t ic a vansty
of financial nsks that include valuation nsk, hquidity nsk,
market pnce nsk, foreign exchange nsk and inierest rate
nsk Further detalls are disclosed In note 15 on page 38,
together with & summary of the policies for managing
these nsks

HgCapltal Trust plc
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Liguidity nsk

The Company, by the very nature of its investment
objective, invests in unguoied companies, and liguidity in
their secunties can be constrained, making the investments
difficult to rease at, or near, the Drectors’ published
valuation at any one point in time  The Manager has regard
to the hquidity of the portfolio when making investment
decisions, and the Company manages 1s iquid resources
to ensure sufficient cash 1s avalable to meet its contractual
commitments

Future prospects

The Board's main focus 1s on the achievement of capital
growth and the future of the Company 15 dependent upon
the success of the investment strategy The outlook for the
Company 1s discussed in the Chairman's staterment and the
Investment manager's review, beginning on pages 4 and 10
respectively

DERIATIVE TRANSACTIONS
The Company has not entered into any dernvative
transactions dunng the year

DIRECTORS
The Drrectors of the Company are listed on page 42
There were no changes to the Board during the year

The Board undertook a review of committee membership
and the resultant position 1s detaled in the Corporate
governance and Directors’ responsibilities report, beginning
on page 49

In accordance with the Articles of Association, Mr Gale will
retire by rotation at the Company's AGM and, being eligible,
offers himself for re-election He has been a Director of the
Company for over fifteen years

The Board has considerad Mr Gale’s performance as part
of its evaluation process and recommends that he be
proposed for re-electicn gwen his extensive industry
knowledge and his valuable contnbuticn Peter Gale 1s
professionally responsible for the selection and moritonng
of a wide range of private equity managers on behalf of a
major Institutional INnvestor

As part of its long-term succession planning the Board
intends to identify an additional director, who will then stand
for election by shareholders n 2008 The Charman, Mr R
Mountford, 1s seeking re-election at the AGM to be held In
Apnl 2007, a year earler than required By taking steps to
ensure that the re-election of Directors ts not concentrated
in any year it will be easier to achieve the planned and
progressive refreshing of the Board over time, as
recommended by the Combined Code on Corporate
Governance

The Board considers that Mr Mountford has proven
business and leadership skills, which he has exercised over
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a long career in merchant banking both n the UK and Far
East In addition, he has excellent knowledge of financial
markets and corporate governance Through his role as
Charman, Mr Mountford uses this expernience and skill to
ensure that the Board discharges its duties in an effective
manner at all times

Messrs Brooke and Munscn will stand for re-glection next year

None of the Directors has a service contract with
the Comparny

Directors’ Interests

The interests of those persons who were Directors at the
end of the year in the ordinary shares of the Company were
as follows (al holdings are beneficial unless stated
otherwise)

31 December 1 January

2006 2006

TJ Amies 30,000 30,000
P L Brooke - -
P Gale 4,000 4,000
R P Mountford 10,000 6,000
A H Munson - -

No notfication of any change n the above interests has
been recewed from 31 Decernber 2006 to the date of
this report

Substantial interests

The Company 1s aware that the following shareholders had
an nterest n 3% or more of the voting nghts of the
Company on 12 March 2007

Ordinary % of voting
shares nghts
Hg Investment Managers Ltd* 1,610,583 64
Hg Pooled Management Ltd** 1,019,619 40
East Riding Pension Fund 1,750,000 69
The Scottish Investment
Trust plc 1,200,000 48
Oxfordshire County Council 900,000 38
Legat & General Investment
Managers Ltd 855,629 34

* Includes 1,095,851 shares (4 4%) held by HgCapital staif
The remaming shares are managed on behalf of
discretionary clents under a delegation agreement from
BlackRock Investment Management (UK) Limited

“* Managed on behaif of RW SPLP LP, where the beneficial
owner 1s the BBC Pension Trust Lmited Fund RW

The Company Is not aware that any other shareholder had
an interest of 3% or more In the Company's ardinary share
capital as at 12 March 2007

Investment management and admimstration

Under the management amangements implemented in May
2003, the Company's assets, excluding cash and
government securities, are held in HGT Limited Partnership
which s managed by Hg Pooled Management Lid
{HgCapnal) At the time of entenng the new management
agreement a new Incentive scheme was introduced to align
the Manager's remuneration more closely with the
performance of the Company

Transitional agreements were put In place untl Apnl 2008,
whereby the Manager would receive as a minimum the
same compensation under the new arrangements as under
the old contract

Dunng the financial year ended 31 December 2005 the
transiponal provisions ceased, as the net asset
performance of the Company over the previous three
years had been sufficiently strong to brnng the carned
Interest entittement under the new agreement into force
The detals below relate to the two forms of incentive
payable 10 the Manager under the current investment
management arrangements

A management fee of 1 5% per annum of NAV, excluding
investments in other collective investment funds, 1s payable

In 2003, the Board and HgCapital agreed to introduce
a camed interest n which the executives of HgCapital
participate In order to provide an wncentive to deliver
good performance This arrangement alfows for a
camed interest of 20% of the excess annual growth
In average NAV over an 8% preferred return, based on a
three-year roling average NAV, calculated half-yearly and
aggregated with any dividends declared by the Company
In respect of that financial year The first carned interest
under this arrangement accrued In the year ended
31 December 2005

The management agreement may be terminated on giving
two years' nohice and such notice shall be deemed to be
given at the end of the half-year in which notice 1s served
Ne penalty on termmnation 1s payable by the Company in the
event that two years' notice 1S given to HgCapital, during
which penod HgCapital would receive a management fee
calculated on the basis of the value of assets remaning
under tis management and not on the entire net assets of
the Company

The Company pad no further fees m respect of
management of the cash portfolo by Hg Investment
Managers Lmited as this will be covered by HgCapital oui
of the fees it recaves
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[Di rectors’ report contlnued}

The Board has agreed that the Company will not invest
rmore than 15% of its gross assets in other listed investment
companies, Including listed investment trusts

HgCapital has been appointed as secretary and
admirustrator of the Company for a fee equal to 0 1% of
NAV The Bank of New York Europe Limited {BNYE) is the
custodian of the Company's assets and its fess and
expenses are met by HgCapital

Continued appointment of the investment manager
The Board has concluded that it 1s in shareholders’ interests
that Hg Pooled Management Limited should continue as
Investrment manager of the Company on the existing terms
The Board considers the arangements for the provision of
investment management and other services to the
Company on an ongoing basis and a formal review is
conducted annually

As pan of this review the Board considered the qualty and
continuity of the Manager's personnel, succession
planning, sector and geographic coverage, Investment
process and the resulls achieved to date The Board also
considered the Manager's ongong commitment to the
promotion of the Company's shares, which is ewdenced by
the Manager’s formation of the Intiative for Private Equity
Investmert Trusts descnbed on page 59

The principal contents of the agreement with the Manager
have been set out in the previcus section Having
considered the terms of this agreement and those of other
private equily imvestment trust companies, the Board
considers that the terms of the agreement represent an
appropnate balance between cost and incentwvisation of
the Manager

Directors’ remuneration report

The Directors' remuneration report 1s set out on page 48
An ordinary resolution to approve this report will be put
o members at the forthcoming AGM No person's
entitlement to remuneration 1s conditional upen the
resolution being passed

Voting policy

The exercise of voting nghts aftached to the Company’s
portfollo has been delegated to HgCapital, whose policy
15 to participate actively as a shareholder, renewing each
case separately

Socially responsible investment

The Company has commitied to nvest m the Hg
Renewable Power Partners fund, which the Board believes
offers a profitable route for the Company to participate in
efforts to combat climate change

The Manager addresses other invesiment opportunities on
a sector basis The sectors chosen do not generally raise
ethical 1ssues

HgCapital Trust plc
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Donations
The Company made no political or chantable donations
during the penod

Payment of suppliers

It 1s the general policy of the Company to pay for the supply
of goods and services within thirty days of the date of any
inveice The Company has no trade creditors

Annual General Meeting

The AGM of the Company will be held at the offices of
HgCapital, 2 More London Riverside, London SE1 2AP on
Wednesday 25 Aprl 2007 at 12 noon Notice of the AGM
15 given on pages 57 and 58

Authonty to buy back shares

The Directors' authority to buy back shares was renewed at
last year's AGM and will expire on 24 October 2007
Although no shares were bought back during the year, the
Directors are proposing to renew the authonty at the
farthcoming AGM, and are seeking authcnty to purchase
up to 3,775,000 ordinary shares {peing 14 99% of the
issued share capital) as set out n Resolution 8 This
authority, unless renewed, will expire on 24 October 2008

Purchases of ordinary shares will only be made through the
market for cash at prices below the prevaling NAV per
ordinary share Under the Listng Rules of the Financial
Services Authonty, the maximum price that can be pad 1s
5% above the average of the market values of the ordinary
shares for the five business days before the purchase 15
made The minimum pnce that may be paid will be 25 Op
per share (being the nominal value of a share) Any shares
purchased under this authonty will be cancelled In making
purchases, the Company will deal only with member firms
of the London Stock Exchange

Authonty of Directors to allot shares

Resolutions 9 and 10 1o be proposed at the AGM are
similar to the authonties given to the Directors at last year's
AGM By law, directors are not permitted to allot new
shares (or to grant nghts over shares) unless authonsed to
do so by shareholders Resclution 9 gives the Directors, for
the penod untl the conclusion of the AGM In 2008, the
necessary authonty 1o allot secunties up o an aggregate
nominal amount of £314,800, which 15 equivalent to
1,259,300 ordinary shares of 25 Op each, or approximately
5% of the 1ssued ordinary share capital

Resotution 10 empowers the directors untit the conclusion
of the AGM in 2008 or, If earlier, the expiry of fifteen months
from the date on which the resolution s passed, to allot
secunties for cash, otherwse than to existing shareholders
©on a pro rata basis, up to an aggregate nominal amount of
£314,800, which 1s equivalent {0 1,259,300 ordinary shares
or approximately 5% of the issued share capital In no
creumstances would the Directors use this authonty to
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dilute the interests of existing shareholders by issung
shares at a pnce that 1s less than the NAV attnbutable to the
shares at the time of 1ssue

Auditor

Ernst & Young LLP has indicated its wilingness to continue
in office as independent auditor and resolutions proposing
its re-appointment and authorising the Directors to
determine its remuneration will be submitted at the AGM

Statement as to disclosure of information to auditors
The Directors who held office at the date of approval of this
Directors’ report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the
Company's auditer 1s unaware, and each Director has
taken all the steps that ought to have been taken as a
Director to make himself aware of any relevant audd
information and to establish that the Company's auditor i1s
aware of that information

By ordm f

Hg Pooled Management Ltd
Secretary
12 March 2007
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[Directors’ remuneration report}

The Board presents the Directors’ remuneration report for
the year ended 31 December 2006 The Board has
prepared this report In accordance with the requirements of
Schedule 7A to the Companies Act 1985, and an ordinary
resclution for the approval of this report will be put to
members at the forthcoming Annual General Meeting

Directors’ Remuneration Committee

The Directors’ Remuneration Committee consists of Roger
Meuntford (Chairman), Timothy Amies, Piers Brooke, Peter
Gale and Andrew Munscn and meets when necessary to
consider any change in the Directors” remuneration polcy
The Company has no employees other than its Directors,
who are all non-executive and Independent of the
management company The secretary (whose duties are set
out elsewhere In this report, and who 1S not appointed by
the Directors’ Remuneration Committee) provides a
companson of the Directors’ remuneration with other
investment trusts of similar size and/or mandate This
companson, together with consideration of any change in
non-executive Directors’ responsibilities, 18 used 1o review
whether any change in remuneration 1S appropriate

No element of the Directors' remuneration 1s perfarmance
related The Company has not awarded any share
options cr long-term performance incentives to any of
the Directors

| —
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None of the Directors has a service contract with the
Company The terms of therr appointments are detalled in
a letter sent to them when they jon the Board These
letters are avaitable for Inspection at the registered office of
the Company

Directors’ remuneration
Remuneration

2006 2005
Director £ £
Timothy Amies 20,500 17,000
(Charman of the Audit Commitee)
Piers Brooke 18,500 17,000
Dawd Bucks (past Chairman) - 7,550
{retred 19/04/05)
Peter Gale 18,500 17,000
Roger Mountford 27,500 22,582
(appointed Charman 19/04/05)
Andrew Munson 18,500 17,000

The information in this table and in the paragraphs below
has been audied

With effect from 1 July 2008 the remuneration of the
Charman was increased from £25,000 to £30,000 per
annum, and that of the Charrman of the Audit Committes
from £17,000 to £24,000 Remuneration of the other
Board members was increased from £17,000 to £2C,000
per annum Remuneration 1s reviewed on an annual basis

The Company’s Articles of Asscciation imit the aggregate
remuneration of the Directors to £150,000 per annum

Nore of the Directors receives any non-cash benefits or
pension entitiements

Compensation for loss of office
No past Director has been compensated for loss of office

Retirement of Diractors

All of the Company's Directors are subject to retrement
by rotation in accordance with the Company's Articles
of Association

By order of the Board
Hg Pooled Management Ltd

Secretary ;

12 March 2007



[Corporate governance and Directors’ responsibihties}

The Company is committed to high standards of corporate
governance The Board has put in place a framework for
corporale governance which it believes 1s sutable for an
nvestment trust and which enables 'Ehe Company to
comply with the 2003 Combined Code on Corporate
Governance (the “Combined Code") The Board has made
the appropnate disclosures in the annual report to ensure
the Company meets 1ts contnuing cbligatons under the
Financial Services Authority, Investment Entties (Listing
Rules and Conduct of Business) Instrument 2003

The Board considers that the Company has complied with the
provisions contained within Section 1 of the Combined Code
throughout this accounting penod (except as dascnbed
below), and this statement descrbes how the relevant
prnciples of governance are applied to the Company

The Board

The Board consists of five non-executive Directors all of
whom the Company deems to be independent of the
Company's Manager

In the Board's opinion Mr Amies continues to qualify as an
independent Director despite his length of service, as he s
independent of the Manager and free from any business or
other retationships that could matenzally interfere with the
exercise of his jJudgment

For the same reasons and having considered Mr Gale's
position &s a senior employee of Gartmore, a shareholder of
the Company, the Board considers him to be independent

Ther biographies on page 42 highlght ther wide range of
business expenence The Board does not feel that it would be
appropnate to adopt a policy whereby Directors serve for a
imited penod, as, with a private equity portfolic, histoncal
knowledge 15 useful The structure of the Board 1s such that 1t
1s considered unnecessary 1o identify a senior non-executve
Director other than the Deputy Chaimman

The Board 1s supplied in a tmely manner with mformation in
a form and of a quality appropnate to enable it to discharge
its duties Strategic 1ssues and all cperational matters of a
matenal nature are determined by the Board

The Directors retire by rotation at every third Annual General
Meeting {AGM) and any Directors appointed to the Board
since the previous AGM also retire and stand for election
Directors who reach the age of seventy will retire at the next
AGM of the Company and at each following AGM, but will
be eligible for reappointment subject to the approval of the
rest of the Board

The Directors being proposed for re-election at this year's
AGM are Mr Mountford and Mr Gale The Board's
recommendations that both should be re-elected are set
out on page 44

Messsers Gale and Amies were both appointed on 1 May
1891 Whilst the Combined Code recommends that any
non-executive director serving for longer than nine years be
subject to annual re-election, under the retrement by
rolaton provisions of the Company's Articles of
Association, every Director shall retire and be eligible for re-
election every three years Mr Gale 1s standing this year and
Mr Amies was re-glected in 2006 The Board has decided
that it 18 unnecessary therefore for Mr Amies to stand for re-
election this year

The Board meets at least five tmes z year and there 1s
regular contact with HgCapital between these meetings
The Directors also have access to the advice and services
of the secretary, who s responsible to the Board for
ensunng that Board procedurss are jollowed and that
applicable rules and regulations are complied with Where
necessary, In the furtherance of therr duties, the Directors
may seek ndependent professional advice at the expense
of the Company

The Board has responsgibiity for ensuring that the Company
keeps proper accountng records which disclose with
reasonable accuracy at any time the financial position of the
Company and enable it tc ensure that the financial
statements comply with the Companies Act 1985 The
Board 1s also responsible for safeguarding the assets of the
Company and for taking reasonable steps for the
prevention and detection of fraud and other rregulanties
Finaly, 1t 1s the Board’s rasponsibility to present a balanced
and understandable assessment of the Company's position
In all public communications

The Company has mantained appropriate Directors’
Liabiity Insurance cover throughout the year

The Beard formally reviews its performance on a
regular basis, together with that of the Audit and
Valuation Committes

Board/Audit and Valuation Committee/

Drrectors’ ongoing evaluation

An appraisal system has been agreed by the Board for
evaluation on a regular basis of the Boarg, its committees
and the indiwdual Directors, including the Charman The
evaluation for the year ended 31 December 2008 has been
camed out This took the formn of a detaled guestionnatre
followed by discussions to identify how the eflectiveness of
the Board's actwities, including its commuttees, pelicies or
processes might be mproved The resuits of the evaluation
process were presented to and discussed by the Board
and it was agreed that the current compostition of the Board
and its committees reflects a sutable mix of skils and
expenence, and that the Board was functioning effectively
The Board 15 satisfied that collectively the members of the
Audit and Valuation Comrmittee have a sufficient level of
recent and relevant financial expenence

—

o
[{=]

opd 1snuy eadenby

00T SLNNOIDY ONY 1HO-d3H TYNNNY



. |
50

—_— )

[Corporate governance and Directors’ responsibilities contlnued}

Delegation of responsibilities
The Board has delegated a number of areas of
responsibility, outlined below

Management and administration

The management of the investment portfolic has been
delegated to Hg Pooled Management Ltd (HgPM) HgPi
has also been appointed as secretary and administrator 1o
the Compary certan of its corporate secretanal duties
have been delegated to Capita Sinclarr Henderson Limited
(CSH) who have a team specialising in providing secretanal
services to investment trusts Custody and settlement
services are underiaken by The Bank of New York Europe
Limited (BNYE}, a subsidiary of The Bank of New York

The Board has delegated the exercise of voling rghts
attaching to the secunties held in the portfolio to HgCapital
HgCapital does not operate a fixed policy when voting but
reviews each case separately

All other matiers are reserved for the approval of the Board

Board committees

All the Drrectors of the Company are non-executive and
serve on the Nominaton Committee, which meets when
necessary to select and propose suitable candidates for
appointment When looking for a new Director, the Board
assesses the skills of the Board as a whole, to identfy any
areas that need strengthening External search consultants
are also used

Separate Audit and Valuation, and Management
Engagement, Committees have been established These
committees consist of all five Directors, each of whom has
no previous connection with the investment management
of the Company other than n ther capacity as a Directer of
the Company

The Audit and Valuation Cormmittee, which has wntien
terms of reference detailing its scope and duties and which
meets al least four times per year, examines the
effectiveness of the control systems AY the Directors of the
Company, including the Chairman, are members of this
committee to enable them to be kept fully informed of any
Issues that may anise and to participate fully in discussions
on portfolio valuation The commuttee reviews the intenm
and annual reports and also recenves infermation from the
relevant corporate audit and comphance departments The
committee reviews the scope, resulls, cost effectiveness,
independence and objectmty of the external auditor Semi-
annually, at each balance sheet date, the committee
reviews n detall the valuation of the unguoted investments
within the portfollo The terms of reference of this
committee are avaflable on request and will also be
avallable at each AGM

Non-audit fees of £4,000 were pad to Ernst & Young LLP
for reviewing the interim financial statements  Ernst & Young
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LLP provides detals of any other relationship with the
Manager and confirms to the Board each year that in iis
opirwon 1t 1s independent of the Manager Based on the
review of the non-audit services provided by the auditor, the
Board has concluded that Ernst & Young LLP s
independent of the Manager

The external audttor 15 smvited to atiend the Audit and Valuation
Commuttee meetng at which the annual accounts are
considered and has the opportunity to mest with the committee
without representatives of the Manager being present

The Management Engagement Commttee, which also has
written terms of reference detailing its scope and duties,
(copies of which are avalable on request and will also be
avalable at each AGM), regularty reviews the terms of the
investment management and admirestration contracts

The Directors' Remuneration Committee, which 1s made up
of all the Directars, meets when necessary o consider any
change to the Directors’ remuneration The remuneration of
the Chairman and Directors Is reviewed against the fees pad
to drectors of other specialist investment trusts and
investrment trusis of a comparable size, as well as taking
account of any data published by the AIC

Membership of the Board Committees

Mr Mountford 1s Chairman of the Directors' Remuneration
Commutiee, the Management Engagement Committee and
the Nomemnation Commuittee Mr Amies I1s the Charman of
the Audit & Valuaton Committee

The composition of the Board's standing committees was
considered at the year end and 1t was felt appropnate that
every non-executive Director should be a member of
all committees

Attendance record

The following table summanses the Directors’ attendance
at mestings of the Board and Audit and Valuation
Committee, compared with the number they were eligible
to attend

Number of mestings attended/elgible to attend

Cirector Board ARNVC
Peter Gale 477 3/4
Tim Armies /7 3/4
Piers Brooke 77 3/4
Roger Mountford 7T 4/4
Andrew Munson I 444

Each of the other Commitiees met on at least one occasion
dunng the year




[Corporate governance and Directors’ responsibilities contmued}

Internal controls

The Board 15 responsible for the mnternal controls of the
Company and for reviewing therr effectiveness, for ensunng
that financial information published or used within the
business I1s reliable, and for regularly monitering compliance
with regulattons governing the operaton of investment
trusts The Board continually reviews the effectiveness of
the internal control system The processes indicated below
have been put in place to ensure that the Company fully
complied with the Combined Code for the year ended 31
Decermnber 2008 and up to the date of this report, and will
continue to do so for the year ending 31 Decernber 2007

As part of the Board's respensibility for the internat control
systemn, an angoing process has been established in
conjunction with HgCapital and CSH for identifying,
evaluating and managing the Company’s significant nsks
Controls of the nsks identfied, covenng financial,
operational, compliance and rnsk management, are
embedded in the operations of HgCapital, CSH, BNYE and
other outsourced service providers There 15 a monitoring
and reporting process to review controls put In place to
track nsks identified, carmed out by the compliance function
within HgCapital and the auditors of the other two
organisations This accords with the guidance n the
Turnbull Report HgCaprtal and CSH report to the Company
on tharr review of internal controls (which for HgCapita
includes checks on the custodian) formally on an annual
and a semi-annual basis and orally at each Board and Audit
and Valuation Committee meeting

The Company does not have ts own (nternal audtt function,
as all the administration 1s delegated to the Manager This
matter 1s kept under annual review

HgCapnial prepares cash flow forecasts and management
accounts, which allow the Board to assess the Company's
actmvties and to review 1ts performance

The Board and HgCapital have agreed clearly-defined
investment cntera, specified levels of authonty and
exposure lmits Reports on these issues, ncluding
performance statistics and nvestment valuations, are
submitted to the Board at each meeting HgCapial's
evaluation procedure and financial analysis of the
comparies within the portfolio include detaled research
and appraisal, and also take nto account environmental
policies and other business 1ssues The Board recognises
that these control systems can only be designed to manage
rather than eliminate the nsk of fallure to achieve business
objectves and to provide reasonable, but not absolute,
assurance aganst matenal misstatement or loss It relies
on the pperating controls established by HgCapital, CSH
and BNYE

Ftnancial statements

The Board 1s requred io ensure that the financial
statements gve a tue and far view of the affars of the
Company as at the end of each financial year and of the
profit of the Company for that penod

The Beard considers that in prepanng the financial
statements on pages 28 to 39 the Company has used
appropniate accounting policies, conssstently applied
{fexcept where disclosed) and supported by reasonable
and prudent judgements and estmates and that all
accountng standards that it considers to be applicable
have been followed

Relations with shareholders

All sharehoiders have the cpportunity to attend and vote at
the AGM The notice of the AGM which is sent out at least
twenty working days in advance sets out the business of
the meeting and any item nct of an entirely routing nature 1s
explaned In the Directors’ report on page 46 Separate
resclutions are proposed for substantive 1ssues

Both the Charman of the Board and the Charman of
the Audit and Valuation Commitiee, together with
representatives of HgCaprtal, are avalabte to answer
sharehclders’ questions at the AGM Proxy voling figures
are announced to shareholders at the AGM

HgCapitai holds regular discussions with  major
shareholders, the feedback from which is greatly valued by
the Board In addiion, the Chayman and Directors are
avallable to enter into dialegue and correspondence with
shareholders regarding the progress and performance of
the Company The sechon of this report entitled
“Shareholder Information”, on pages 54 and 55, provides
information useful to shareholders

| —
w
iy

od 354 jeadebH

200Z SLNNOIDY ONY LHOdSY TYNNNY



- 1
52

—_— e

Report of the independent auditor to
the members of HgCapital Trust plic

We have audited the financial statements of HgCapital
Trust plc for the year ended 31 December 2006 which
comprise the Income statement, the Balance sheet, the
Cash flow statement, the Reconciliation of movements In
shareholders’ funds and the related notes 1 to 18 These
financial statements have been prepared under the
accounting policies set out therein We have aisc audited
the mformation in the Directors’ remuneration report that 1s
descnbed as hawing been audited

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

Respective responsibilities of Directors and auditors
The Dwectors’ responsibiiies for prepanng the annual
report, the Directors’ remuneration report and the financial
statements in accordance with applicable United Kingdom
law and Accounting Standards (United Kingdem Generally
Accepted Accounting Practice) are set out in the Statement
of Directors' respensibilities

Our responsibility 1s to audit the financial statements and
the part of the Directors’ remuneration report to be audited
in accordance with relevant legal and regulatory
reguirements and International Standards on Auditing (UK
and lreland)

We raport to you our opinion as to whether the financial
staternents give a true and far view and whether the
tinancial statements and the part of the Directors’
remuneration report to be audited have been properly
prepared in accordance with the Companies Act 1885 We
also report to you whether in our opinion the information
gven I the Drectors’ report 18 congistent wath the
financial statements

In addicn we report to you if, n our opinion, the Cormpany
has not kept proper accounting records, If we have not
receved all the information and explanations we require for
our audit, or if nformation specified by law regarding
drrectors’ remuneration and other transactions 1S
not disclosed

We review whether the Corporate governance siatement
reflects the Company’s compliance with the nine provisions
of the 2006 Combined Code specified for our review by the
uisting Rules of the Financial Senices Authonty, and we
report 1f it does not We are not requred to consider
whether the Board's statements on internal control cover all

HgCapital Trust plc
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nsks and contrals, or form an opinion on the effectiveness
of the Company's corporate governance procedures or its
nsk and control procedures

We read other information contained in the annual report
and conswder whether it s consistent with the audited
financial statements The other information comprises only
nvestment objective, Financial ghlights, Chairman's
statement, Ten year track record, Inveshing in prvate equity,
Investment manager's strategy, Investment manager's
review, Investments, Realisations, Rewview of pnncipal
investments, Renewable energy, Investment portiolio, Top
ten investiment listing, Analysis of registered shareholders,
Directors' report and business review, the unaudited part of
the Directors’ remuneration report, Corporate governance
and Dwrectors’ responsibilies, Shareholder information,
Glossary, Notice of Annual General Mesting ang
Management and administration We consider the
implications for our report if we become aware of any
apparent misstatements or matenal inconsistencies with
the financial statements Qur responsitiiies do not extend
to any other information

Basis of audit opinion

We conducted our audit in accerdance with International
Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination,
on a test basis, of evidence relevant to the amounts and
disclosures In the financial statements and the part of the
Directors’ remuneration report {0 be audded It also
includes an assessment of the significant estmates and
Judgments made by the Directors in the preparation of the
financial statements, and of whether the accounting
pohcies are appropnate to the Company's crcumstances,
consistently applied and adequately disclosed

B

We planned and performed our audit so as to obtain all the
information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance that the financial statements
and the part of the Directors’ remuneration report to be
audited are free from matenal misstatement, whether
caused by fraud or other irregulanty or error In forming our
opinion we also evaluated the overall adequacy of the
prasentation of information in the financial statements and
the part of the Directors’ remuneration report to be audited




Opinion
In our opinion

* The financial statements give a true and far vew, n
accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Company’s
affars as at 31 December 2006 and of its profit for the
year then ended

The financial statements and the part of the Directors’
Remuneration Report to be audited have been property
prepared in accordance with the Companes Act 1985

¢ The information given in the Directors' report 15
consistent with the financial statements

ooy
Ernst &

Registered auditor
London
12 March 2067
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[Shareholder mformation}

Financial calendar
The announcerment and publication of the Company's results
may normally be expected in the months shown below

March

* Prelminary results and final dvidend for year announced
» Anpual report and financial statements published

April/May
* Annual General Meeting
* Final dwidend paid

September
» |ntenm figures announced and intenm report published

Dividend ~ 2006
The proposed final dividend n respect of the year ended
31 Becember 2006 1s 14 Op per share

Ex-dvidend date
{shares transferred without dvidend)

21 March 2007

Record date 23 March 2007
{last date for registering transfers to

receve the dividend)

Last date for registenng

DRIP instructions {see below) 10 Apnil 2007

Dwiciend payment date 1 May 2007

Payment of dividends

Cash dividends will be sent by chegue to the first-named
shareholder at therr registered address, together with a tax
youcher, to arrve on the payment date Alternatively,
dividends may be pad drect intc a shareholder's bank
account via BACS ([Bankérs' Automated Cleanng Service)
This may be arranged by contactng the Company’s
registrar, Computershare Investor Services PLC
{Computershare), on 0870 707 1037

Dividend reinvestment scheme (DRIP)

Shareholders may request that their dvidends be used tc
purchase further shares in the Company Dmwidend
rainvestment forms may be obtaned from Computershare
on 0870 707 1037 or may be downicaded from
www-Uk computershare com/investor  Sharehelders who
have already opted for dividend renvestment do not need
to re-apply The last date for registering for this service for
the forthcoming dimdend 1s 10 Apnl 2007

Share price
The Company's mid-market ordinary share pnce 1s
published daly n the Fnancial Times, Daly Telegraph
and Evening Standard under the section ‘“Investment
Companies”

ISIN/SEDOL numbers
The ISIN/SEDOL numbers and mnemanic code for the
Company's Ordinary shares are

ISIN GB0003921052
SEDCL 0392105
Reuters code HGTL

Share dealing

Investors wishing to purchase or sell shares in the
Company may do so through a stockbroker or most banks

mrm
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The following share dealing services are avallable through
our Regisirars, Computershare Investor Services pic

Internet share dealing

Please note that, at present, this serice 1 only available to
shareholders In certain European Junsdictions, ncluding the
UK Please refer to the website for an up to date list of these
countnes This service prowvides sharcholders with an easy
way to buy or sel the Company's ordinary shares on the
London Stock Exchange The commission Is just 0 5%,
subyect to a minimum charge of £15 In addiion stamp duty,
currently 0 5%, 1 payable on purchases There Is no need to
open anaccount in order to deal Real time dealng 1s avalable
dunng market hours In addmion there 1s a convenent facilty
to place your order outside of market hours Up to 90 day mit
orders are avalable for sales To access the service log on to
www computershare com/dealing/uk

Shareholders should have ther Shareholder Reference
Number (SRN) avalable The SRN appears on share
certificates A bank debit card will be required far purchases

Telephone share dealing

Please note this service 1s, at present, only avalable to
shareholders resident in the UK and Ireland The
commission 18 1%, subject to a minimum charge of £15 In
addition stamp duty, currently 0 5%, 15 payable on
purchases The service 1s avalable from B8am to 4 3Cpm
Monday to Fnday, excluding bank holidays, on telephone
numiber 0870 703 0084 Shareholders should have ther
Shareholder Reference Number (SRN) ready when making
the call The SRN appears on share certificates A bank
debit card will be required for purchases Detaled terms
and conditions are avalable on request by telephaning
0870 703 0084

These services are cffered on an execution only basis and
subject to the applicable terms and condiions This 1s not
a recommendation 1o buy, sell or hold shares n HgCapital
Trust ple Shareholders who are unsure of what action to
take should obtain independent financial advice Share
valugs may go down as well as up which may result n a
shareholder recsiving less than he/she onginally invested

To the extent that this statement 1s & financial promotion for
the share dealing service provided by Computershare
Investor Services plc, it has been approved by
Computershare Investor Services plc for the purpose of
Section 21 {2) (b) of the Financial Services and Markets Act
2000 only Computershare Investor Services plc s
authonised and regulated by the Financial Services Authority
Where this has been received n a country where the
provision of such a service would be contrary to local laws
or regulations, this should be treated as for information only

Uncertificated Secunties Regulations 1995 - CREST
The Company's ordinary shares have joned CREST, an
electroric systern for uncertificated secunties trading

Private :nvestors can continue to retain ther share
certificates and reman outside the CREST system Private
investors are able to buy and sell ther holdings in the same
way as they did pnor to the Introduction of CREST, although
there may be differences in dealing charges




[Shareholder information contlnued:'

Income tax

Currently, all UK dvidends are paid to stockholders net of a
tax credt of 10% Changes to the tax regime mean that
from Apnl 1999 non-tax payers are no longer able to
reclarn the tax credit

Non-PEP and ISA stockholders liable to higher rates of tax
will be assessed for any additional tax through their annual
tax return

Capital gains tax {CGT)

Investment trusts currently pay ne CGT on gans mads
within the portfolo When investors sell all or part of ther
holdings, they may be lable to CGT For the tax year
2006/7, the first £8,800 per annum of such gans from all
sources 1s exempt

Up to 5 Apnl 1998 the cost of invesiments for CGT
purposes was adjusted to allow for inflation However, from
6 Aprl 1998 this indexation was replaced by a taper relef
and from this date chargeable gains will be reduced in ne
with the length of time the investment has been held

PEP and ISA Investments will continue 1o remain exermpt
from CGT

Please remember that we are unable to offer iIndwidual
Investment or taxation advice Investors who are in any
doubt as to ther labidty for CGT should seek
professional adwce

Risk factors

» |nvestments in unquoted companies, which form the
majonty of the Company’s Investments, may not be as
readily realisable as investments in quoted companies

¢ As the Company invests in Europe and in companies that
tracle Iinternationalty, the value of its shares may be
affected by changes in rates of exchange

* The Company nvests in a portfolo of smaller-cap
companies, with enterpnse values between £50 million
and £350 million, the performance of which can fluctuate

« The pnce at which the Company's shares trade on the
London Stock Exchange s not the same as ther net
asset value {although they are related) and therefore you
may realise returns which are lower or higher than
NAV performance

Past performance Is not necessanly a guide to future
performance and an investor may not get back the
amount onginally nvested

The value of Investments in the Company and the income
from 1t can fluctuate as the value of the underlying
investments fluctuates

» The Company Invests in unquoted companies and
although great care I1s taken n ther valuation such
valuations cannot, by their nature, be exact and are hable
to change

Duration of the Company

At an Extraordinary General Meeting held in Apnl 2003,
shareholders agreed to extend the lfe of the Company to
2011 The Anicles of Associaton, as amended, now

provide for an ordinary resofutton to be put to shareholders
at the Annual General Meeting in the year 2011 to continue
the Iife of the Company for a further five years and a similar
resolution wilt be put to the shareholders in 2016 and every
fith year thereafter If the resoluton to continue the life of
the Company I1s not approved In 2011, an Extraordinary
General Meeting will be convened within six months after
the date of the AGM to wind up the Company voluntanly

Nominee code
Where shares are held In a nominée company name, the
Company undertakes

* To provide the nominee company with multiple copies of
shareholder communications, so fong as an indication of
guantities has been previded It advance

» To allow investors holding shares through a nominee
company to attend general meetngs, provided the
correct authonty from the nominee company s available

Nominge companies are encouraged to provide the
necessary authorty to underlying shareholders tc attend
the Company's general mestings

Sharsholder enquiries

In the event of quenes regarding your shares, please
contact the Computershare Investor  Centre
Gomputershare now offers a free secure share
management website that allows you to

* View your share portfolio and see the latest market pnce
of your shares

« Elect 10 receve your shareholder communications onhing
« Calculate the total market pnce of each shareholding

* View pnce histories and trading graphs

* Update bank mandates and change address details

* Use online dealing services

Log on to www-Uk computershare comvinvestor and enter
your Shareholder Reference Number and Company Code
{this information can be found on the last dmdend voucher
or your share certificate)

Changes of name or address must be netified N wniting to

Computershare Investor Services PLC
PO Box 82

The Pavlions

Bridgwater Road

Bnstol BS99 7NH

General enquines about the Company should be direcied
to

The Secretary

Hg Pooled Management Ltd

2 More London Riverside

London SE1 2AP

Telephone 020 7089 7888
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[Glossary]

Investment trusts

Net asset value per share (NAV)

This 18 the value ¢f the Company’s assets attnbutable to
one ordinary share It 1s calculated by dwding
“shareholders’ funds” by the total number of shares in
issue  For example, as at 31 December 2006,
shareholders’ funds were £187,135,000 and there were
25,186,755 ordinary shares in issue, the NAV was therefore
743 Op per share

Shareholders’ funds are calculated by deducting current
and long-term liabilities, and any provision for habilities and
charges, from the Company's total assets

Ciscount

Investment trust shares frequently trade at a discount to
NAV This occurs when the share pnce s less than the NAV
In this crcumstance, the pnce that an nvestor pays or
receves for a share would be less than the value
attnbutable to 1t by reference to the undertying assets The
discount s the difference between the share pnce and the
NAV, expressed as a percentage of the NAV For example,
if the NAV were 600p and the share pnce were 570p, the
discount would be 5%

Premwum

A premium occurs when the share pnce s higher than the
NAV and investors would therefore be paying more than the
valug aftnbuiable io the shares by reference to the
underying assets For example, f the share prce were 660p
and the NAV were 600p, the premium would be 10 0%

Discounts and premiums are manly the consequence of
supply and demand for the shares on the stock market

Total return

The total return to shareholders compnses both changes in
the Company’s NAV or share price and dividends pad to
shareholders, it 1s calculated on the basis that dvidends are
reinvested In the Compary's shares on the date the
dvidend 1s paid

Pnvate equity

Camed interest

Equivaient to a performance fee, this represents a share of
the cantal profits that wilt accrue io the Manager, after
achievement of an agreed hurdle rate

Enterpnse value (EV)
This 1s the aggregate value of a company’s entire Issued
share capital and net debt

Expansion capital

The provision of capital to an existing, established business,
to finance organic growth or acquisitions - sometimes also
known as venture capital

HgCapital Trust pltc
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IPO (initial public offering)

An offering by a company of its share capial to the public
with a view to seeking an admission of ts shares to a
recognised stock exchange

IRR (internal rate of return)

The annual internal rate of return receved by an investor
n a fund It 15 calculated from cash drawn from and
returned to the investor together with the residual value of
the fund unit

LBO (leveraged buy-out)

The purchase of all or most of a company's share caprtal,
usually by its managers, funded mainly by borrowings
often secured on the company’s assets, resultng In a
post-financing capital structure of the company that 18
heavily geared

LP (imited partnership)

An organisation made up of a managing general partner
and lmited partners, who mnvest money but have limited
liability, are not involved In day-to-day management, anc
usually cannot lose more than therr capital contrbution
Usually lmited partners receve income, capital gains
and tax benefits, the general partner usually receives a fee
and the founder partner a percentage of capital gans
and income

MBI {management buy-in)

A change of ownership, where an Incoming management
team raises financial backing, normally a mix of equity and
debt, to acquire a business

MBO {management buy-out)

A change of ownership, where the incumbent management
teamn raises financial backing, normally a mix of equity and
debt, to acquire a business 1t manages

P2P {public to private)

The purchase of all of a listed company’s shares using a
special-purpese vehicle funded with a mixture of debt and
unguoted equity

Preferred return
A preferential rate of return on an indwdual Investment or a
portfolio of nvestments

Quoted company
Any company whose shares are Isted or traded on a
recognised stock exchange

Unguoted company
Any company whose shares are not hsted or traded on a
recognised stock exchange

Venture capital

Investing I companies at a pont in that company's
Ife cycle that is either at the concept, start-up or early stage
of development




[Notice of annual general meeting}

Natice 1s hereby given that the Annual General Meeting of
HgCapstal Trust plc will be held at the Company’s offices at
2 More London Rwerside, London SE1 2AP, on
Wednesday 25 Apni 2007 at 12 noon to transact the
following business

Ordinary business

1

To receive the repcrt of the Directors and the
financial statements for the year ended 31 December
20086, together with the report of the independent
audtor thereon

To approve the Directors’ remuneration report
To declare a dwadend of 14 Op per share

To re-elect Mr P Gale as a Director

To re-elect Mr R Mountford as a Director

To re-appont Ernst & Young LLP as independent
audrtor to the Company

To authonse the ODirectors to determine the
independent auditor's remuneration

Special business

To consider and, if thought fit, pass the following
resolutions numbered B and 10 as spacial resolutions and
resolution 9 as an ordinary resolution

8

THAT in substitution for the Company’s existng
authonty to make market purchases of ordinary shares
of 25p 1 the Company {ordinary shares}, the Company
be and it 1s hereby authonsed in accordance with
section 166 of the Companies Act 1985 (the Act) to
make market purchases of ordinary shares (within the
meaning of section 163 of the Act) provided that

{ the maxsmum number of ordinary shares hereby
authonised to be purchased 15 3,775,000,

{1} the mnmum pnce which may be pad for an
ordinary share shall be 25p,

{u) the maximum price (exclusive of expenses) which
may be paid for an ordinary share shall be the lower
of 5% above the average of the market valuas of the
ordinary shares for the five business days
immediately preceding the date of the purchase and
the net asset value per ordinary share on the date of
purchase, and

(M unless renewed, the authority hereby conferred
shall expire on 24 October 2008 save that the
Company may, pnor to such expiry, enter nto a
contract to purchase ordinary shares which will or
may be completed or executed whally or partly after
such expiry

9 THAT

10

() the Directors be and they are hereby generally and
unconditionally authcnsed, in accordance with
section 80 of the Companies Act 1985 (the Act), to
exercise all the powers of the Company to allot
relevant securihies (as defined in that section) up to
an aggregate norminal amount of £314,800 provided
that this authonty shall expire on the date of the next
Annual General Meeting of the Company after the
passing of this resclutron, but so that this authonty
shall allow the Company, acting by its Directors, to
make offers or agreements before the expiry of this
authonty which would or might require refevant
secunties to be aliotted after such expiry,

() all authcnties previcusly conferred under sechion 80
of the Act be and they are hereby revoked, provided
that such revocation shall not have retrospeciive
effect, and

(i} words and expressions defined in or for the
purposes of Part IV of the Act shall bear the same
meanings in this resclution

THAT, subject to and condiional upon the passing
as an ordinary resolution ¢f the reseclution numbered
9 set out In the notice of this meeting, the Directors
be and they are hereby empowered, pursuant to
section 95 of the Companies Act 1885 (the Act), to
allot equity secunties {as defined in section 94 of
the Act) of the Company for cash pursuant o the
authonty conferred by the previous resoluton as if
section 89 (1) of the Act dd not apply to any such
allotment, prowvided that this power shall be limited to
the allotment of equity securities

(i which are, or are to be, wholly paid up 1n cash up to
an aggregate nominal value of £314,800 at a price
of not less than the net asset value per ordinary
share as at the most recent practicable date, as
determined by the Directors,

{i} (otherwise than pursuant io sub-paragraph (i)
above) In connection with 1ssues by way of nghts In
favour of all holders of ordinary shares where the
equity secunties respectively attributable to the
interests of all such holders are either proporiionate
(as nearly as may be) to the respective numbers of
ordinary shares held by them or are otherwise
allotted in accordance with the nghis conferred on
such eguity secunities (but subject in either case to
such exclusions or other arrangements as the Board
may deem necessary or expedient n relation to
fracuonal entittements or legal practical problems
under the laws of, or the requirements of, any
regulatory body or any stock exchange in any
terntory or otherwise howsoaver),
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[NO'[ICB of annual general meeting contmued:|

and shall expire on the earlier of the date which 1 15
months after the date on which this resolution 1S
passed and the date of the next Annual General
Meetng of the Company after the passing of this
resolution, save that the Company may before such
expiry make an offer or agreement which would or
mughi require equity securiies to be allotted after
such expiry,

(i) all powers previpusly conferred under section 85 of
the Act be and they are hereby revoked, provided
that such revocation shall not have retrospective
eifect, and

(M words and expressions defined In or for the
purpcses of Part IV of the Act shall bear the same
meanings In this resolution

By order of the Board ﬁw s :3

Hg Pocled Management Ltd
Secretary
12 March 2007

Notes

1 A member entitled to attend and vote at the meeting may appoint one or more proxies to attend and vote n his stead

A proxy need not be a member of the Company

Proxy forms must reach the office of the Company’s registrars in Bnstol by 12 noon on 23 April 2007 A form of proxy 18
provided to shareholders with the annual report Completion and return of the form of proxy will not prevent a member
from attending the meeting and voting n person

To be entitled to attend and vote at the meeting (and for the purpose of the determination by the Company of the number
of votes they may cast), members must be entered on the Company's register of members at close of business on 23
April 2007 {the specified time) If the meeting I1s adjourned to a time not more than 48 hours after the time applicable to
the onginal meeting, the specified tme will also apply for the purpose of determining the entitlement of members to attend
and vote {and for determimng the numbers of votes they may cast} at the adjourned meeting If, however, the meeling 1s
adjourned for a longer penod then, to be so entitied, members must be entered on the Company’s register of members
at the time which 15 48 hours before the tme fixed for the adjourned meeting or, f the Company gives notice of the
adjourned meeting, at any tme speafied in that notice

No service contracis exist between the Company and any of the Directors, who hold office In accordance with letters of
appointment and the Articles of Association
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[Management and admmistration]

HgCaputal Trust ple

2 More London Riverside
London

SE1 2AP

www hgcapralirust com

Registered office

(Registered in England No 1525583}
2 More London Riverside

London

SE1 2AP

Investment manager
HgCapital*t

2 More London Rwerside
London

SE1 2AP

Telephone 020 7089 7888
www hgcapital com

Secretary and administrator
HgCapital

2 More London Riverside
London

SE1 2AP

Telephone 020 7089 7888

Stockbroker

Winterflood Secunties”
The Atnurm Building
Cannon Bndge

25 Dowgate Hill

London EC4R 2EA
Telephone 020 7621 0004
www wingresearch co uk

Custodian

The Bank of New York Europe Limited”
One Canada Square

London E14 5AL

Regtstrar

Computershara Investor Services plc*
PO Box 82

The Pavlions

Bndgwater Road

Bnstol B399 7NH

Telephone 0870 707 1037

www-uk computershare com/Investor

Independent auditor
Ernst & Young LLP

1 More London Place
London SE1 2AF

IPELT
Initiative for Private Equity Investment Trusts
WwWWw Iper com

HgCapital Trust 1s a founder member of the Iniative for
Private Equity Investment Trusts (PEIT} Thus group of UK-
listed PEITs was formed to raise awarengss and increase
understanding of what PE[Ts are and how PEITs enable all
investors — not Just institutions — to INvest in private equity
(PEIT provides information on PEIMs and pnvate equity in
general, undertakes and publishes research on the PEIT
sector and works to improve levels of knowledge about
PEITs among investors and thesr adwisors

“Authonsed and regulated by
the Financial Services Authonty

tHgCapal 18 the trading name of
Hg Pocled Management Limited
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