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Investment objective

The objective of the Company 1s 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 primanly in the

UK and Continental Europe




Financial highlights

+30%

+8%

+18%

>95X

£106m

£51m

Strong growth in net assets
{including dividend)

Share price and dividend

{total return) versus the
FTSE All-Share Index total
return of 5%

Ten year total return per annum

versus 6% per annum from the
FTSE All-Share Index

Ten year investment return for
every £1 invested

Another record year for realisations

Record number of new investments,

which deep sector knowledge
helped us to identify




Chairman's statement

THE BOARD BELIEVES THE COMPANY IS WELL PLACED TO CONTINUE GROWING
WHILE TAKING ADVANTAGE OF IMPROVED MARKET CONDITIONS FOR THE
ACQUISITION OF GOOD BUSINESSES AT REASONABLE PRICES

Performance

I am pleased to report that over the year to 31 December 2007 the Company agan created value for
shareholders through strong growth Iin net asset value The total return (NAV plus dividend) was 30 0%, which
compares well against the total return of 5 3% of the FTSE All-Share Index and a decrease of 10 5% n the
FTSE Small-Cap Index The Company’s net asset value at year-end was 948 2 pence per share, two
successful realisations which completed shortly after the year-end, The Sanctuary and Clarion Events, have
added 47 pence per share The NAV per share at the end of February was 1,002 1 pence

The Company’s long-term returns to shareholders continue to be streng, with a total return {share price plus
dividend) over the last ten years of 17 9% p a, some 11 7% p a above the total return on the FTSE All-Share
Index The strong long-term performance delivered by HgCapital as Manager was recognised when the
Company was chosen, for the third consecutive year, as Prnivate Equity Investment Trust of the Year in the
Investment Week awards We congratulate the Manager and its staff for ther hard and dedicated work In
achieving this consistently high level of performance

During the year, the Company received £106 4 million from the realisation of investments (2006 £62 3 milign)
and invested £50 8 million {2006 £45 3 million} in new and follow-on investments Both are new records

The Company’s share price at the end of the year was 775 0 pence, an increase of 6% over the year Total
return {share price growth nlus dividend) was 8%, which also represented a substantial out-performance of the
relevant FTSE indices despite the trend of widening discounts against NAV that was observed across the
whole sector of private equity investment trusts and investment trusts in general At year-end the market
capitaisation of the Company had grown to £185 million

Revenue return was 29 6 pence per share, compared with 17 9 pence in the previous year The Company's
revenue vares from year to year in accordance with the structure of the underlying investments and the
Company'’s holding of iguid funds awaiting reinvestment Each year the Board recommends a dividend based
on the revenue return that year, to maintain its status as an investment trust, this year the Board recommends a
final dividend of 25 0 pence per share (2006 14 0 pence)

Performance record

Year Net assets Revenue

ended attributable Net asset Ordinary available Earmnings { Dividends
3 to value per share Gross | for ordinary per per
December ordinary ordinary price revenue | shareholde ordinary ordinary
1998 66,851 2578 2080 2,495 1,359 52 495
1999 89,863 346 5 2890 3,901 2,481 96 8 00
2000 103,521 4110 3565 7,332 4,623 179 14 50
2001 95,795 3803 2940 3,893 2,420 96 800
2002 83,837 3329 2185 3,628 2,148 85 800
2003 99,987 3970 2885 7,106 3,969 158 il
2004 122,040 484 5 4515 4,905 2,649 105 12 00
2005 156,487 6213 5835 4,963 2,965 118 800
2006 187,135 743 0 7310 7,769 4,519 179 10 00
2007 238,817 948.2 775.0 12,129 7,446 29.6 14.00*
* Final dividend for the year ended 31 December 2006, declared on 23 March 2007, paid on 1 May 2007

** Change n accounting standards relating to recogmition of dividends




Chairman’s statement continued

Realisations

Our Manager made six major realisations during the year Doc Morns, Hirschmann Electronics, IRIS and CS
Group In the first half and Schenck and Hofmann Menu (cash received In early January 2008) n the second
half The process of selling The Sanctuary and Clarion Events began before year-end and these sales were
completed in January and February respectively All of these realisattons have been achieved for proceeds
above the values at which they were held in the Company's balance sheet Bnef descriptions of these
investments can be found In the Manager's review As | noted In the Intenm statement, in current market
conditions value creation will rely all the more on organic growth and margin enhancement, rather than on
arbitrage between entry and exit multiples The Board 1s reassured that HgCapital's investment style, which has
always been to take a controling position and then work actively with management to define and delver
strategies that add value to the underlying business, 1s well suited to more uncertain times

Investments

The first half of the year, durning most of which equity markets were at peak levels, did not provide good
condittons for acquiring sound businesses at reasonable prices Some owners of businesses are only adjusting
therr expectations slowly to changed market conditions, however, HgCapital has completed a number of
suitable acquisitions In the second half, especially in Continental Europe, leading to an increased rate of
investment £23 8 million has been invested in four businesses in Continental Europe alongside the Manager's
Hg5 fund As | have reported before, the Manager has continued to seek buyout and development capital
opportunities that fall outside the investment parameters of Hg5 but which offer the Company attractive returns
through co-investment with other clients of HgCapital £12 4m has been invested in two UK businesses that
offer potental for successful roll-out, alongside other clients including (on the same terms as the Company)
some members of the Manager's staff Further information on all new investments can be found in the
Manager's report and on the Company’s web-site at www hgcapitaltrust com

The Company's portfolio 1s well diversified, both geographically and by sector The portfolio contains a wide
range of businesses with potential for organic growth and value creation over coming years following recent
realsations, 74% by value of the portfolio (excluding hquid funds) 15 1In investments acguired In the last three
years and 48% is still valued by the Board at cost

With £79 8 million in liquid funds at year-end available for reinvestment and a £25 miliion borrowing facility, the
Company 15 well positioned to take up opportunities to invest on attractive terms

Board and AGM

In |ast year's report the Board stated that as part of its long-term succession planning it intended to identify an
additional Director After a formal process in which the Board employed a specialist recrutment agency we
invited Richard Brooman to join the Board He 1s a chartered accountant with long expenence as a finance
director and on the board of another investment frust Mr Brooman has been appointed charman of the
Company's Audit and Valuation Committee with effect from 1 July 2008, in succession to Tim Amies who has
made a huge contribution to the Company's progress through his leadership of the Committee Mr Brooman'’s
election will be proposed at this year's AGM

The Board will also ask shareholders to renew the power to purchase shares in the market for cancellation,
which the Board may use to return capital to shareholders if conditions for new investment are unfavourable
and the Company appears to have surplus capital Resolutions will also be proposed to amend the Articles to
take account of those provisions of the Companies Act 2006 that are coming into effect, and to increase the
total avallable for payment of directors’ fees, to take account of increases in fees and the enlargement of the
Board

Walker Report

It has been the Board's consistent policy to publish reports that are transparent and comprehensive n
describing the portfolio, the sources of value creation and nsk In November 2007 Sir David Walker published
his report “Guidelines for Disclosure and Transparency in Private Equity”, which sets out guidelines regarding
the disclosure of information by private equity companies and therr UK portfolio companies The Board
welcomes this report The Manager's review details the relattionship between the Company and the Manager,
the firm's history and investment approach, strategy and tactics The Investment pages describe the history of
the Manager's involvement with its portfolioc companies and gives details of their financial performance and any
key factors that impact this




Chairman’s statement continued

Prospects

The market for debt in very large leveraged buyouts is undoubtedly very difficult, however, for the mid-market
buyouts 1n which HgCapital specialises, large amounts of debt requiring wide syndication or refinancing in
public markets are typically not necessary With strong liquidity HgCapital has the flexibility to underwnte
acquisitions with more equity than before and refinance with debt at a later date Future deals may include
more mezzanine-level funding which, until recently, had been largely squeezed out by easy bank lending While
these factors may serve to restrain prices paid for businesses, they do not appear to be preventing deals from
being completed in the mid-market sector

The private equity business finds opportunity in change and thrives on adapting to it While deal structures may
evolve, the fundamental skills involved in identifying businesses with potential, redefining their strategy, and
driving improvement remain the same The Board retains confidence in the Manager's ability to identify a
regular flow of apportunities and to add value for the benefit of shareholders

With a young portfolio of investments as a base for value creation in coming years and strong hiquidity, the
Board believes the Company 1s well placed to continue growing while taking advantage of improved market
conditions for the acquisition of good businesses at reasonable prices The Board i1s confident that, for many
investors, an allocation to a well-managed private equity portfollo remains appropriate in current market
conditions, especially with the liquidity and transparency offered by an investment trust structure HgCapital
Trust has delivered consistent value creation to shareholders for more than a decade and the Beard believes it
will continue to provide investors with an efficient vehicle for gaining exposure to a diversified portfolio in an
asset class that offers attractive long-term prospects for growth

(

Roger Mountford
Chairman
17 March 2008




Ten year track record

Historical total return* performance

Cne year Three years Five years Seven years Ten years

%pa %pa %pa % pa %pa

Net asset value 00 272 253 147 161
Share price 74 217 e 148 179
FTSE All-Share Index 53 14§ 154 48 82
FTSE Small Cap Index {10 5) 97 160 34 :1:]

be worth £5,183
An equivalent FTSE Afl-Share index retumn wouid be worth £1 824
* Total return assumes all dvidends have been remnvested

Based on the Company's share price at 31 December 2007 and allowng for divdends to be reinvested, an ivestment of £1,000 ten years ago would now




HgCapital Trust plc gives the investor access to a
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 supenor performance, both relative to the

public markets and its peers over the long term




Investing in private equity
STRONG PERFORMANCE IN ABSOLUTE TERMS AND RELATIVE TO OTHER ASSET CLASSES

Private equity

Private equity describes secunties 1ssued by private and uniisted compames The securities are loans, equity and equity-
related, enjoying the full rewards and nsks of ownership Investments can be in early-stage businesses, or provide
expansion capital for profitable growing businesses, and can be used to finance management or leveraged buyouts of
estabhshed businesses The objective 1s fo achieve higher returns than public equity over a rolling penod of five to ten
years Invesiments are typically held for three to seven years and are realised through an initial public offering, a trade sale,
or a sale to another financtal institution Internim proceeds are sometimes possible through recapitalisations

Investment profile

Prnivate equity investments are less hquid than public equittes To compensate for this feature they offer more control and
more attractive returns Over the ten years from 1896 to 2006 UK private equity funds outperformed the FTSE All-Share
Index by 10 8% per annum and outperformed every asset class over this penod* The nsk profile of an individual private
equity investment depends on many factors, the pnincipal ones are the nature of the business, the matunty and stage of the
business, its size and the financial structure of the balance sheet

A diversified portfolio helps to mitigate some of these nsks, more important mitigants are the quality of company selections
by the private equity manager and the quality of the management teams running the company

Advantages of private equity
Compared with investment In the public markets, a pnvate equity investor has significant advantages

* More investment opportunities significantly more pnvate than listed companies
* Better access to information the ability to conduct detailed market, financial, legal and management due dihgence
* More control for the pnvate equity manager over the management of the business and the timing of its sale

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

* Management talent the ability to attract high calibre management and the alignment of management’s interests to the
success of the investment through equity participation

Pnivate Equity Investment Trusts (PEITs)

A Prvate Equity Investment Trust (PEIT) offers the opportunity to participate in a diversified portfolio of mainly unquoted
companies that are generally valued at a discount to their quoted peers By buying shares in a PEIT, which are freely
traded, the investor benefits from hquidity while participating in the potentially supenor returns of a private equity portfolio

The Company’'s objective 1s to provide shareholders with long-term capital appreciation rather than dividend growth To
maintain its status as an investment trust, it distnbutes a proportion of its iIncome by way of a dividend each year The
earmings of a PEIT in any year are affected by vanous factors, including the structure of the underlying investments
Accordingly the revenue eamings per share and the dividend of a PEIT will tend to fluctuate from year to year A PEIT
should not be confused with a Venture Capital Trust (VCT) which offers tax advantages to certain investors but 1s highly
constrained in the companies that quahfy for investment

Advantages of investment via an investment trust

PEITs offer investors hquidity in their shares, which can be traded in vanable bargain sizes and at any time This 1s of
significant benefit to investors who do not wish to commit to the ten year lock-in and mimimum investment required when
investing in prnivate equity via imited partnerships

Share price

The majer driver of a PEIT's share price 1s net asset value (NAV), the growth of which ts driven by realisations and by
revaluation of the unrealised portfolio, based on the profitability of each underlying investment and market ratings The
share pnce of a PEIT usually tracks NAV but it may trade at a premium or a discount, depending on the market's view of
future realisations and new investments, and the investment sirategy of the manager Although not all PEITs will provide
high returns, a strong manager with a carefully thought-out investment strategy that offers a diversified portfolio of
companies across a humber of sectors and geographies can increase the likelihood of success

Publication of net asset value

Unquoted 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 August respectively The NAV per share of the Company is catculated monthly with
respect to cash, cash equivalents and listed investments in the portfolio, and to reflect any realisations since the previous
valuation The NAV is released to the public through the London Stock Exchange's regulatory news service on the fourth
day of each month This NAV i1s then used as the basis for calculation of the discount or premium published in newspapers
for the following month

* Source BVCA Performance Measurement Survey 2006




Manager’'s strategy

TO PRODUCE A DIVERSIFIED PORTFOLIO OF EUROPEAN MID-MARKET COMPANIES BY
COMBINING DEEP SECTOR KNOWLEDGE WITH STRONG OPERATIONAL SKILLS

CUR STRATEGY

Mid-market

HgCapital concentrates on mid-market buyouts with enterpnse values of between £50 milion and £500 milhon This market
compnises a high volume of companies with proven, reliable track records and defensible market posiions Companies in
this range are small enough to provide opportunities to unlock incremental value through orgamsational changes and
operational mprovements, yet large enough to attract quality management and to offer multiple exit options

Pan-regional

We focus on investments in Europe, with the majonty of activity taking place in the UK, Benelux, Germany and the Nordic
countnes Qur network of local offices, combined with a common culture and consistent processes, underpins our ability to
produce strong performance

Broad coverage
HgCapital's dedicated sector teams continue to provide investors with exposure to the substantial majonty of private equity
activity within is target size range and across the relevant geographies

Clear investment cniteria

When evaluating an investment opportunity, HgCapital applies a ngerous and commercial investment approach Our
process governs all investment decisions, with the goal of ensunng that only the most attractive investments are completed,
irrespective of an opportunity’s sector or geography

In all cases we look to earn a return on the Company's capital that rewards the investor for the measured nsks we take We
hike situations where change 1s taking place and where our speciahst knowledge and skills will give us an edge over others

Over the past two years we have adopted a two-pronged approach to avoid overpaying We have been prepared to pay
competitive prices for businesses that have strong management teams, leading market positions, high barners to entry and
that serve growth markets Alternatively, we have bought companies at lower valuations that serve growth markets, have
clear performance improvement potential and have a requirement for management change

OUR TACTICS

Sector specialisation

Our well-resourced sector teams combine the domain knowledge and expertise of a trade buyer with the flexibity of a
financial investor Our sector teams {Consumer and Leisure, Healthcare, Industnals, Services and TMT) share a similar top-
down approach to screening their respective industries By leveraging on our sector knowledge, we can concentrate our
resources on converling pnme opportunities and avoid spending 4ime on transactions of less interest or value

In addition, over the last four years we have built a specialist team 1o identify businesses that will operate, construct and
develop renewable energy projects in Western Europe

Active portfolio management

We undertake intensive, continuous, informed interaction wath our portfolo companies using dedicated portfolio
management executives to develop, execute and monitor value-enhancement strategies for each of our investments
HgCapital will typically invest as the lead controlling owner 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 planming and to work
with management when needed, and have recently strengthened this team with a number of senior appointments To
monitor and analyse our portfolio companies throughout the investment's Iife cycle, we operate a Portfolio Review
Committee that meets on a menthly basis to discuss our investments’ performance Particufar attention 1s given to those
that are recent, underperforming or scheduled for exit

Deep resources

We invest substantally in all areas of our business to ensure that high quality resources can be applied to each aspect of
an investment opportunity Our team of over 70 people 1s well-positioned to produce high absolute returns over the long
term from a well-diversified portfolio of investments which, we believe, will continue to be supenor to the returns generated
by comparable public equity markets




Manager’s review

2007 WAS ANOTHER RECORD YEAR FOR REALISATIONS AND INVESTMENTS, WITH THE CURRENT PORTFOLIO
CONTINUING TO PERFORM WELL

HgCapital Trust (‘the Company’) invests alongside other clients of HgCapital Typically, the Company's holding
forms part of HgCapital's much larger controlling interest in buyout investments of companies with an enterprise
value (EV) of between £50 milion and £500 milien The Manager's review generally refers to each transaction
In s entirety, apart from the tables detailing the Company’s participation or where 1t specifically says otherwise

The Company’s net asset value increased from £187 1 milion to £238 8 milion during the year This arose
largely from unrealised movements and realised proceeds in excess of the book value as at 31 December 2006
of £12 5 milllon and £43 2 million respectively This increase 1s the result of strong earnings growth and cash
generation by our portfolio companies, as well as a good flow of realisations

During the year, the Company invested a total of £50 8 million (2006 £45 3 million), participating in eight new
investments These new Investments were made in Fabory (Netherlands, €345 milhon EV), Atlas (UK, £25
million EV), Mondo Minerals (Finland, €230 million EV}, SLV {(Germany, €320 million EV), CS Group (UK, £100
million EV), Americana (UK, £186 million EV}, Cornish Bakehouse (UK, £9 milhon EV) and Wastebidco (UK)

Dunng the year, the Company invested a further €3 5 million out of its €21 millon commitment to the €300
million Hg Renewable Power Partners fund The fund's focus 1s on long-term sinvestments in renewable power
projects using proven technologies, Including wind, small hydro, landfill gas and waste-to-energy in Western
Eurcpe

The Company realised record proceeds during the year (including gross income received) amounting to £106 3
milfion {2006 £62 3 milllon) These proceeds arose principally from the sale of Schenck, Hirschmann and the
combined sale of IRIS Software and CS Group

Since the penod end, we have made one new investment in Casa Reha {Germany, €327 million EV) We have
also completed the sales of Hofmann Menu, The Sanctuary Spa and Clanon Events, with clients receving
proceeds of £58 4 million, £50 0 milion and £73 9 million respectively In addition we have sold our remaning
shares In Xyratex and PRA for £23 7 mulion and £10 million respectively In aggregate these realisations have
returned proceeds of £216 million to clients, of which the Company received £38 9 million

Attribution analysis of current year movements in net asset value

£000
Opening net asset value as at 1 January 2007 187,135
Gross revenue 12,129
Expenditure {(4,028)
Taxation (2,418)
Dividends paid (3,526)
Realised proceeds in excess of 31 December 2006 book value (excludes gross
revenue) 43,170
Net unrealised appreciation of investments 12,544
Carned interest (6,189)
Closing net asset value as at 31 December 2007 238,817




Manager’s review continued

A DIVERSE PORTFOLIO THAT IS PERFORMING WELL, WITH STRONG LONG-TERM GROWTH POTENTIAL

At the end of 2007, the Company held a portfolio of 45 investments (2006 42), of which the 20 principal investments
represent over 90% of the portfolio’s value This portfolio of small- and mid-cap stocks combines strong growth with sector
and geographic diversification

With the ligh number of realisations and new investments made duning 2006 and 2007, the portfolio at year-end was
relatively young Around 54% of the portfolio by value had been acquired within the previous two years (2006 55%) It s
the Company’s policy not to revalue any investment upwards untl receipt of audited accounts for a full trading year
following acquisition, as a result, some 48% of the portfolio by value at year-end was still held at cost (2006 49%))

The Company's ten largest investments, which represent over 60% of the Company's portfolio, are performing well,
realising sold year-on-year growth in earnings At the same time, a minority of investments performed below expectation in
the year, most notably FTSA, Elite and Axiom

Over the last three years, the focus of the portfolio has shifted towards Continental Europe, with over half the Company’s
investments by value located outside the UK We believe this to be advantageous, as these markets are less mature than
the UK and offer significant potential for growth over the next decade

We look forward to exploiting new opportunities that will anse from a downward adjustment in the capital markets and the
economy

The Company benefits from strong liquidity, holding £79 8 milhon in hquid funds at year-end awaiting reinvestment
It also has a £25 millton borrowing facility

Asset class+

Unquoted 62%
Cash & other assets 5%
Quoted 3%

Geographic spread by value++

UK 45%
Germany 24%
Nordic region 14%
Benelux 13%
Eurcpe 2%
North Amenca 2%

Valuation basis++

Cost 48%
Eamings 28%
Third Party 10%
Wintten down %
Quoted 4%
Net assels 3%

Deal type by value++

Buyout 86%
Expansion 10%
Renewable energy 2%
Fund 1%
Venture 1%

Sactor by value++

™T 29%
Industnals 22%
Consumer & Leisure 22%
Services 17%
Healthcare %
Renewable energy 2%

Fund 1%




Manager’s review continued

Vintage by value++

2007 28%
2006 26%
2005 20%
2004 7%
2003 8%
2002 1%
Pre 2002 10%*

“includes 7 5% relating to The Sanctuary Spa, which has been sold post perod end

+Percentages are based on nat asseats
++Percentages are based on fixed assets and are shown by value




Investments

DURING 2007 HGCAPITAL INVESTED A TOTAL OF £322 MILLION ON BEHALF OF ITS CLIENTS,
INCLUDING £50 8 MILLION ON BEHALF OF THE COMPANY

Company Sector Activity Deal Type ggus;
BMFCO {V/a Fabory) Services Dustnibutor of industnal fasteners Buyout 10,871
Atlas Energy Services E-learming preducts for the oil & gas industry Buyout 8,153
Mondo Minerals Industnals Tale mimng Buyout 7.004
SLV Electronik Industnals Lighting products Buyout 5,962
Guildford (/a CS Group) ™T Software services to the legal & not-for-profit sectors | Buyout 5,048
Amencana Consumer & Leisure Wholesaler and retailer of fashion apparel Buyout 4611
Cormish Bakehouse Consumer & Letsure Pasty retailer Expansion 4,200
Wastehidco Industnals Investment vehicle for potential acquisiton of Biffa ple | Buyout 309
New investments 46,156
Sporting Index Consumer & Leisure Spread betting Buyout 1,758
FTSA tndustnals Crash test dummies Buyout 578
Aoaocm ™T Telecommunications software Expansion 85
Hg RPP LP Renewable energy Renewable energy fund Fund 2,180
Further Investments 4,601
Total investment by the Company 50,757

Figures below refer to the total size of each acquisiion, including debt raised from third parties, made by HgCapital on behalfl of its clients, including the
Company

New investments

Fabory

In October 2007, HgCapital completed the €345 milllon buyout of Fabory, the leading distnbutor of industnal fasteners in the
Benelux region Its Fabory Centres (FCs} have proved a highly successful retail format and the company 1s poised for an
aggressive roll-out of further FCs in the high-growth markets of Central and Eastemn Europe

Atlas

In November 2007, HgCapital completed the £25 million buyout of Atlas Founded in 1897, Atlas Interactive 1s a leading
provider of interactive e-learning products, targeted at regulatory-dniven health, safety and environmental training for the all
and gas sector Over the past 10 years the business has seen rapid organic growth and its customers include leading
companies such as BP, Shell and QatarGas

Mondo Minerals

In November 2007, HgCapital completed the €230 million buyout of Mondo Minerals Mondo s one of the world's leading
comparnies In talc mining and processing and has secure reserves of raw matenals for the next 40 years Mondo’'s
customers are active In a variety of European industnes including paper, paint, ptastics, and ceramics The group supplies
chents 1in more than 50 countnes

SLv

In August 2007, HgCapital completed the €320 million buyout of SLV Group SLV Group 1s one of the fastest-growing
manufacturers of mnovative ighting systems in Europe It combines German design excellence, low-cost production in Asia
and first class logistics

CS Group

In Apnl 2007, HgCapital completed the £100 mullion P2P buyout of CS Group, the UK’s leading provider of back-office
application software to the legal and not-for-profit sectors CS Group was sold in a combined sale with IRIS in July 2007,
delivenng a retumn of 2 2x onginal cost, including the unrealised value Further details are set out in Realisations

Americana

In March 2007, HgCapital completed the £186 million buyout of Amencana, the branded apparel business, which owns the
youth brands Bench and Hooch Revenues are predominantly through UK wholesale channels although the business i1s
increasing its wholesale revenues in Continental Europe and building a UK retail presence

Cornish Bakehouse

In July 2007, HgCapital completed the £9 millon buyout of Cornish Bakehouse, the St Ives-based pasty retailer It sells a
full take-away range, predominantly for lunchtime trade, at a higher quality level than direct competitors We are backing a
proven management team that previously grew and sold a very successful specialst retasl chan

Wastebidco

Wastebidco 1s a specially formed acquisition vehicle set up with the purpose of acquinng 2 4% of the shares of Biffa plc, an
Integrated UK waste management company As announced by the target on 24 January 2008, HgCapital withdrew from the
consortium formed with Montagu Assumung that a transaction occurs with the new Montagu consortium then it i1s intended
that Wastebidco's shares in Biffa plc will be tendered at the consortium’s offer price




Realisations

DURING 2007 HGCAPITAL REALISED TOTAL PROCEEDS OF £688 MILLION ON BEHALF OF ITS

CLIENTS, INCLUDING £106 4 MILLION FOR THE COMPANY

Company Sector Exit Route EC'::; Procezt‘:loso; 2007 mt;:l’r(;loa
Schenck Industnals Financ:al sa'e 11,698 33,852 22,254
Blue Minerva (t/a [RIS) ™T Financial sale 2,938 17,660 14,721
Hirschmann Industrials Financial sale 2,669 14,874 12,205
Guildford (ta CS Group) ™T Financial sale 5,031 9,067 4,938
Doc Mornis Healthcare Trade sale 1,956 4,739 2783
Worldmark Industnals Financtal sale 2,389 3,569 1,180
Bertram Consumer & Leisure Trade sale 2,848 2,009 (839)
Eagle Rock ™T Sale to management 3,856 1,618 {2,238)
South Wharf plc* Industnats Quoted share sale 47 1,033 986
Other 9§ 366 270
Full realisations 33,529 89,787 56,258
Xtx tha Xyratex™ T™T Quoted share salg 1,885 4,957 3,062
Addisen T™T Recapitahsation 4,203 5,441 1,238
Rolfe & Nolan T™T Recapitalisation 225 2,093 1,868
Voyage (formerly Paragon) Healthcare Loan redemption 1991 1,991 -
SHL Services Loan redemption 1,048 1,127 81
Other 4,501 894 (3 507}
Partial realisations 13,861 16,603 2,742
Total reallsations by the Company 47,390 106,390 59,000
+ Includes gross revenue received dunng the year

* Listed on the Dublin and Lendon Stock Exchange

** Traded on NASDAQ

Realisation figures below refer to the total value of each transaction, including, where appropnate, repayment of third party debt Proceeds
to chents including the Company are stated net of any such repayment

Full realisations

Schenck

In December 2005, HgCapital completed the €205 million buyout of Schenck Process SA, the global market leader in high-
tech applications and solutions in industnal weighing, feeding and automation In June 2006, Schenck completed the
acquisition of Stock Equipment Company (USA) Inc In November 2007 the bustness was sold, returning proceeds to
chents of £174 million, equal to 2 9x onginal cost

IRIS Software

The £102 million secondary management buyout of IRIS Software Ltd was completed in July 2004 In June 2007, a deal
was signed to sell IRIS to Hellman & Frniedman in a combined sale with CS Group On completion this delivered £105 1
million o clients Of this amount, £92 5 million has been received as cash and £12 6 million as equity in the newly combined
IRIS-CSG, delivering a 3 6x return, including the unrealised value

Hirschmann

In March 2004, HgCapital completed the €115 million buyout of Hirschmann Electronics Hirschmann 1s the market-leading
global supplter of electronics equipment, components and related accessones It has manufacturing plants in Germany and
Hungary as well as sales and services operations in Europe, the USA, the Far East and South Amenca The business was
sold in March 2007, wath proceeds of €113 million received for clients Further proceeds of €25 million were received
Apnl 2007, with the potential of a further €15 million over the next 2-3 years, subject to warranty claims This Investment has
returned 5 8x onginal cost, including the unrealised value of potential future payments




Realisations continued

CS Group

In Apri 2007 HgCapital completed the £100 millon P2P buyout of CS Group, the UK's leading provider of back-office
apphcation software to the legal and not-for-profit sectors CS Group was sold 1n a combined sale with IRIS in July 2007,
delivering £87 million to clients As with IRIS, of this amount, £76 6 milllon has been received in cash and £7 4 million as
equity in the newly combined IRIS-CSG This has delivered a 2 2x return, including the unrealised value

DocMorns

Founded in 2000 as a mail order business, DocMorris has grown to become the largest pharmacy serving the German
market It offers prescrnption drugs at attractive pnces by sourcing direct from the pharmaceutical manufacturers in Apn!
2007 HgCaptal, together with 31 and Neuhaus Partners, sold their stakes to Celsio AG, Europe's largest pharmaceuticat
distnbutor This investment returned 2 5x onginal cost, including the unrealised value of future escrow payments

Worldmark
Worldmark 1s a supplier of labels to the electrontcs industry We bought the business in 2000, then its market detenorated
rapidly We changed its focus and board leadership, and the business recovered

The business was sold in January 2007 Clients received proceeds amounting to £29 2 milllon, representing a 1 5x multiple
of cost

Bertram

Bertram 1s a book wholesaler and distnbutor of books, games and audio-visual titles to public libranes Following the
acqusition of Bertram m 1999, the business made mistakes in the execution of its strategy We changed the management
team, trading smproved and eventually in February 2007, the business was sold to Woolworths plc Proceeds of £13 1
million were received for clients, representing an overall return of 0 7x onginal cost

Eagle Rock

Eagle Rock creates and acquires audio and audic-visual entertainment productions with a strong focus on rock music by
mature and established international artists It exploits these intellectual property nghts through DVD, TV licensing and CD
All manufacturing and distnbution are outsourced, as 1s most of the production In Apnl 2007, the company was sold to
management and an investment consortium Proceeds of £7 5 million were received for clents, representing a return of
0 4x onginal cost

South Wharf

Following the demerger of the glass business, South Wharf became a property company, owning 26 acres of long-
leasehold land and a small glass trading activity Title to the land was improved significantly so that it could be sold We
sold our quoted shares for proceeds of £48 8 million Over its life, this investment has returned a multiple of 7 3x onginal
cost

Partial realisations

Xyratex

Xyratex has been a world leader in the hard disk and network storage technology market for over 20 years It completed its
IPO on NASDAQ on 24 June 2004 at a pnce of $14 per share, realising £10 2 milion for HgCapital clients at the time
HgCapital has since selectively sold stock with a total value of approximately £80 mullion from the time when our lock-up
penod expired in early 2005 until July 2007

Since the period end, the residual stake was sold for £23 7 million, resulting in a total retum of 2 25x onginal cost

Addison

Addison i1s a leading German applications software company that provides business-critical solutions to two related markets
- tax accountancy and small to medium enterpnses (SMEs) It develops, licenses and manages standard and sector-
specific software for bookkeeping, accounts production, tax, cost accounting, payroll admimstration and financial planning
Addison 1s the clear number two player in the German market and the fastest-growing The business was recapitalised in
October 2007, returning £28 million to clients

Rolfe & Nolan

Rolfe & Nolan 15 the number two global supplier of back-office processing software to the exchange traded dervatves
industry It supports over 250 bank, brokerage and exchange clients in 20 countnes Custorners include Deutsche Bank,
Goldman Sachs, HSBC, Lehman Brothers and MAN Financial

The business has been recapitalised a number of imes, most recently :n June 2007, which returned £12 million to clents
Over its ifetime this investment has retumed 2 2x onginal cost, including the unrealised value

Loan redemptions
During the penod, partial redemptions of loan stock from Voyage and SHL returned proceeds of £13 million and £9 million
respectively

Other realisations

Other realisations received dunng the penod include deferred considerations freom earn-outs on PBR and Mednova and
cash distnbutions received from residual overseas fund investments The restructunng of Pulse Stafing Limited (formerly
Match) resulted i the onginal loan stock being cancelled and the remamng investment 1s now held in an equity nstrument




Review of principal investments

1 VISMA

Sector TMT

Location. Nordic region
Year of investment: 2008
WWW VISma com

In May 2006, HgCapital completed the £382 million buyout of Visma, the number one provider of business software n the
Nordic region HgCapital's clients hold a 57% stake in this business

Headquartered in Oslo, with significant revenues throughout the Nordic regien, the company provides its customer base of
over 200,000 enterpnses with accounting, resource planning and payroll software, outsourced book-keeping and payroll
services, In addition to debt collection and procurement

2 The Sanctuary Spa
Sector. Consumer and Leisure
Location UK

Year of investment. 1985

www thesanctuary co uk

In July 2005, our onginal investment in the Sanctuary Spa Group was acquired by the newly incorporated The Sanctuary
Spa Holdings Limited (SSHL) Simultaneously, SSHL acquired the licence to sell beauty products branded The Sanctuary
Spa, the nghts to which had previously been held by a third party licensee HgCapital's clients took a 78% stake in the
business

The Sancluary Spa operates the women's day spa ‘The Sanctuary’, based in Covent Garden, and also owns a range of
beauty products distributed through the spa and Boots the Chermist In 2006, we received £9 million from loan stock repaid

Post penod end, The Sanctuary Spa has been sold to PZ Cussons for £75 million, returming £50 million to chents

3 Fabory

Sector Services
Location Benelux

Year of investment: 2007

www fabory com

In October 2007, HgCapital acquired Fabory from AAC Capital Pariners for a consideration of €345 millon HgCapital's
chents hold a 79% stake in this business

Fabory 15 a full-ine wholesale distnbutor of industnal fasteners with a market-leading position in the Benelux markets Key
features of Fabory's business model are its well-invested infrastructure and very high service and availability levels,
enabling it to charge premium prices to a relatively pnce-insensitive customer base Fabory delivers fasteners direct to
customers or through its B2B retail concept (Fabory Centres’) The company plans to roll out the Fabory Centre concept in
the high growth economies of Central & Eastern Europe

4 Hofmann

Sector industnals
Location Germany

Year of Investment 2005
www hofmann-menue de

In November 2005, HgCapntal successfully completed the €138 million buyout of Hofmann Menu for a 78% equity stake in
the business

Hofmann 1s a market-leading provider of frozen food producis as well as related on-site catenng for small business
canteens and social orgamisations such as care homes, hospitals and schools In Germany Hofmann differentiates itself
from its competition by focusing on quality and a wide choice of healthy, tasty menus The company’s centralised
production also allows for significant cost advantages over traditional catening firms

Stnce the peniod end the sale of the business to Gilde Buy Out Partners has completed, returning £58 4 million to clients

Cost and valuation of the Company's holdings

Company Deal type Ruslduali’::,:::; Valugggg ::::;:tbn Portfolio valt:z
VISMA Holdings * Buyout 13,268 13,812 | Cost 89
The Sanctuary Spa Heldings Ltd Expanston 631 11,628 | Eamings 75
BMFCO UA (/a Fabory) * Buyout 10,871 11,428 | Cost 74
HofmannM M SA Buryout 4,747 10,774 | Third Party 70
* The difference between cost and valuation is due to foreign exchange rate movements




Review of principal investments continued

§ Voyage Group
Sector. Healthcare
Location, UK

Year of iInvestment 2006
www milburycare com

In Apnt 2006, HgCapital completed the £322 milllon buyout of Voyage Group (formally known as Paragon Healthcare)
HgCapital's chents have a 52% stake in this business

Voyage owns and operates small community-based homes for adults with leaming disabilities and associated physical
disabilites, aubistic spectrum disorders, complex needs and acquired brain injury The company uses a vanety of
techmques as therapy, including working with animals

The company currently operates 1,600 beds in 242 homes across England and Scotland

6 Atlas

Sector Services

Location UK

Year of investment: 2007
www atlasinteractive co uk

In November 2007, HgCapital completed the £25 million acquisition of Petroleam Limited, also known as Atlas Interactive
HgCapital's clients have a 57% stake in the business

Atlas Interactive 1s a leading provider of interactive e-learning products, targeted at regulatory-driven health, safety and
environmental traiming for the ol and gas sector Aflas Interactive has a global market share of around 1-1 25% (25% to
38% UK market share), making it a relatively large player in this fragmented space It benefits from deep-rooted customer
relationships with majer companies such as BP, Shell and QatarGas, and maintainsg a high level of repeat business In
additon, it has amassed over 1,000 hours of standardised intellectual property-protected e-learning content that it resells to
its customer base

7 Clarion Events
Sector. TMT

Location UK

Year of investment. 2004
www clanonevents co uk

The £50 million buyout of Clanion Events, the largest independent exhibition and events business in the UK, completed in
October 2004, with HgCapital's clients taking a 65% equity stake in the business

The company has a portfolio of fifty business and consumer shows, including the “Top Drawer giftware trade shows, 'Fine
Art & Antiques’, ‘Baby’, 'Caravan & Outdoor’ and ‘House & Garden' Clanon's subsidiary ATE, acquired in June 2005, runs
the leading international show for the amusements and gaming sector, and related conference and publishing services
Since the penod end the business has been sold, returming £73 9 million to chents

8 Addison

Sector TMT

Location Germany
Year of investment 2005
www addison de

The €78 million buycut of Addison was completed in June 2005 HgCapital's clients have a 93% equiy stake in the
business

Addison 1s a leading German applications software company that provides business-cntical solutions for tax accountants
and SMEs It develops, icences and manages standard and sector-specific software for baokkeeping, accounts production,
tax, cost accounting, payroll administratton and corporate planning

In December 2005, HgCapital made a further investment in Addison of €14 million to fund the acquisition of its competitor
PBSG, and in November 2007 a recapilalisation of the business was completed to enable the company to pursue its growth
strategy, retuming £28 million to chents

Cost and valuation of the Company’s holdings

Company Deal type Rasldualit':';):; Valug%csg LI:ISL;:tIon Portfolio vah.:
Voyage Group Ltd (formerly Paragon} Buyout B,755 8,755 | Cost 57
Atlas Energy Group Ltd Buyout 8,153 81583 | Cost 53
Claron Events Holdings Ltd Buyout 4,965 7,504 | Earmnings 49
Addison Luxembourg SA Buyout 2,296 7.547 | Eamings 49




Review of principal investments continued

9 Mondo Minerals
Sector. Industnals
Location' Nordic region
Year of investment. 2007
www mondominerals com

in November 2007, HgCapital completed the €230 million acquisition of Mondo Minerals OY HgCapital's clients have a
91% stake in the business

Mondo 1s the world number two 1n talc mining and processing with estimated 2007 revenues of €134 milion The core
markets for Mondo are the paper and paint industnes, where it holds a market share of 65% and 40% respectively in
Europe Mondo supples the majonty of the talc demand for paper producers in Finland, a highly regional market Talcis a
base chemical with multiple proven applications and Mondo has secure raw matenal reserves of more than 40 years

10 Sporting Index
Sector Consumer and Leisure
Location UK

Year of investment 2005

www sportingindex com

The £75 8 million buyout of Sporting !ndex was completed in November 2005 HgCapital's clients acquired a 70% equity
stake in the business

Founded in 1992, Sporting Index is the recognised leader in sports spread betting, with a market share of approximately
70% n the UK It offers a greater vanety of bets (approxsmately 23,000) and more choice than any other sports spread
betting company It 1s also the only sports spread betting company to offer continuous 24-hour betting and sports spread
betting on Sky TV It 1s regulated by the FSA and does not have a US presence

11 SHL

Sector: Services
Location UK

Year of investment 2006
www shl com

In November 2006, HgCapital completed the £100 millicn buyout of SHL, taking a stake of 72%

SHL 1s the UK market leader in objective psychometnc testing and has a global presence The core business consists of the
development and sale of 300 psychometric tests to corporate clents, covering areas such as numerical ability, verbal
reasoning and personality fit SHL also provides psychologists far the administration and interpretation of tests

12 SLV

Sector Industnals
Location Germany

Year of investment 2007
www slv de

In August 2007, HgCapital completed the €320 million acquisition of SLV Group HgCapital's clients have a 67% stake In
the business

SLV 15 a fast-growing and highly profitable German provider of innovative Iighting systems Since 2000, the company has
established a unique business model focused on B2B SLV has a competitive advantage in the areas of product
development and design, production, warehousing, and logistics and distnbutton SLV 1s positioned at the lower end of the
premium market, providing superior quality at attractive pnces Today SLV generates 45% of sales abroad Manufactunng i1s
outsourced predominately to China, providing a considerable cost advantage The company also benefits from long-
established relationships with suppliers

Cost and valuation of the Company’s holdings

Company Deal type Resldual*:(,:::; Valu;t(l)gg \;:L]::tion Portfolie valu:z
Mondo Minerals Co-op * Buyout 7.004 7,358 | Cost 48
Sporting Index Group Ltd Buyout 7,186 7186 | Cost 47
SHL Group Holdings 1 Ltd Buyout 6,489 6,489 | Cost 42
SLV Electronic SARL * Buyout 5,962 6,438 | Cost 42
* The difference between cost and valuation 1s due to foreign exchange rate movements




Review of principal investments continued

13 Sitel Semiconductor
Sector TMT

Location Benelux

Year of investment. 2005

www sitelsemi com

The $74 million buyout of the digital cordless business unit of National Semiconductor Corporation completed in June 2005
HgCapital's chents acquired an 81% equity stake in the business

Elte creates products and systems to support wireless voice and data applications for the home These include baseband
and radio transceivers for cordless DECT (Digital Enhanced Cordless Telephony), telephones and base stations for VolP
{Voice over Internet Protocol}, and cordiess game pads and voice modules The company, which was formerly part of
National Semiconductor Corporation, 1s based in Den Bosch and Hengelo, Netherlands, and employs approximately
seventy people

14W.E.T.

Sector Industnals
Location* Germany

Year of investment 2003
www wet de

The €168 milien public-to-private transaction to acqure WE T Automotive Systems AG was declared unconditional in
September 2003, with acceptances of over 76 3% HgCapital's clients acquired a 70% equity stake in the business

WET Automotive Systems is the world market leader for seat-heating systems, supplying most of the major European and
North Amencan passenger car seat manufacturers 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

15 Schleich

Sector. Consumer and Leisure
Location: Germany

Year of investment' 2006

www schleich-s de

In Becember 2006, HgCapital completed the €165 million buyout of Schleich acquining an 80% stake in the business

Schleich 1s the leading producer of plastic toy figurines, such as farm and wildlife amimals, historical characters and The
Smurfs Its products, trading under the highly recognised name Schleich-S, are sold n over thirty countnes, including
Germany, the US, the UK and France

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

16 Americana

Sector Consumer and Leisure
Location UK

Year of investment. 2007

www bench co uk

In March 2007, HgCapital completed the £186 milton buyout of Americana HgCapital's clients have a 43% stake in the
business

Americana i1s a branded appare! business, manufactunng and marketing two brands targeted at the youth market, Bench
and Hooch The Bench brand is amed at both men and women 1n the 16 to 25 age group Hooch is a fashion clothing
brand targeted at the female 13 to 17 age group Revenues are predomnantly through UK wholesale channeis, though the
business 15 increasing its wholesale revenues in Continental Europe and building a UK retail presence

A significant upgrade of Amencana's management team has recently been completed Further opportunities are being
explored in international wholesale expansion beyond Continental Europe and in product range extension

Cost and valuation of the Company’s holdings

Company Deal type Resldualg(::::; Vam;tt]lgg :::Il:u;m Portfolio vah:z
Elite Holding SA {t/a Sitel Semiconductor) Buyout 5,744 6103 | Eamings 40
WET Holding Luxembourg SA Buyout 7,580 5417 | Whniten down 35
Schlesch Luxembourg SA * Buyout 4,634 5,089 | Cost 33
Amencana International Holdings Ltd Buyout 4,614 4,641 | Cost 30
* The difference between cost and valuation is due fo foreign exchange rate movements




Review of principal investments continued

17 Cornish Bakehouse
Sector. Consumer and Leisure
Location UK

Year of investment 2007
www cornishbakehouse com

In July 2007, HgCapital completed the £9 million buyout of Cormish Bakehouse (shortly to be renamed Cornish Kilchen)
HgCapital's clients have a 57% stake in the business

Cormish Bakehouse Is a pasty retaller founded in 1993 by a St Ives based entrepreneur It sells a full take-away offer,
predominately for Junchtime trade, including pasties, sandwiches, baguettes, cakes, pizza, snacks and dnnks All bakery
products are dehvered frozen and cooked on site

A rapid roll-out of outlets 1s planned under the direction of the high calibre and experienced management team led by Phillip
Newton, former CEQ of the Merchant Retail Group ple, which owns The Perfume Shop, the highest density retail format in
the UK

18 Xyratex

Sector. TMT

Location* UK

Ticker XRTX:US

Year of investment' 2003
www xyratex com

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

Xyratex 1s a global provider of enterpnse-class data storage subsystems and storage process technology Storage
technology provides the means by which business and personal IT data can be captured, processed, stored and retrieved
in a digitat form  Since our investment the company has been trading ahead of plan and, in June 2004, completed an inthal
public offering on NASDAQ

Total proceeds to December 2007 were £89 9 millon Since the penod end, the residual stake has been sold for £23 7
million, resulting 1n a total return of 2 25x onginal cost

19 Hg Renewable Power Partners LP
Sector Renewable energy

Location Europe

Year of investment 2006

www hqgcapital com/enfenergy

The first closing of the fund at €147 1 million took place in June 2006 A final closing in December 2006 took the fund up to
its hard cap limit of €303 million, including a 1% co-investment by HgCaptal and its employees

The fund has made investments to date valued at €60 0 million including accrued loan stock interest as at 31 December
2007, and has cash available for future investments and fees of €8 0 milhon

The fund I1s 26% called as at 31 December 2007

20 IRIS Software
Sector TMT

Location UK

Year of investment 2004
WWW Ins co uk

The £102 million buyout of IRIS Software completed in July 2004, with HgCapial's clients holding a 63% stake in the
business

IRIS 15 the UK's leading provider of financial, practice management and tax software to accountancy practices and has an
ouistanding reputaton within its sector Under HgCapital's ownership, IRIS acquired four companies for a total
constderation of £31 million and the core business grew revenue by 12-13%

fn July 2007 IRIS was sold to Hellman & Fnedman in a combined sale with CS Group, returning £150 million to chients over
the Iife of the investment, including the residual unrealised value, resulting in a return of 3 6x onginal cost

Cost and valuation of the Company’s holdings

Company Deal type Rosldua;?::; Valug.t(i)gg ::Lt;:tlon Portfolio vall.‘l'z
Cormish Bakehouse Investments Ltd Expansion 4,200 4,200 | Cost 27
Xix Ltd (Va Xyratex) Buyout 1,277 3,721 | Quoted 24
Hg Renewable Power Partners LP 2:;‘;‘;’3”5 3,803 3,555 | NetAssets 23
Software (Cayman) LP - re IRIS Buyout 17 1,989 | Third Party 13




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 €303 million fund 1s the largest raised to date for renewable energy investments in
Europe The fund’'s focus 1s on long-term Investments in renewable power projects using proven technologies, including
wind, small hydro, landfill gas and waste-lo-energy in Westermn Europe

Renewable energy benefits from a highly favourable regulatory and policy environment with cimate change solidly on the
political agenda The investment in the fund will give the Company exposure to a diversified portfolto of assets offering both
income and capital appreciation in a rapidly growing sector

The fund has investments in eight wind projects in construction or operation totalling 125 MW and four biogas projects that
are n construction totalling 1 4 MW, and has made investments in companies that develop wind and biogas projects giving
it the nght to acquire a further 400+ MW of wind projects and 75+ MW of biogas projects The fund's investments are In
France, Germany, Ireland, Italy and the United Kingdom

The fund's portfolio now includes the following investments

Tir Mostyn
A 21 25 MW operating wind farm in North Wales The onginal investment was made in November 2004, with construction
completed in October 2005 The wind farm has now been operating for over two years

Sorme Wind
A 32 MW operating wind farm in Donegal, Ireland This investment was made in July 2005, with the farm entering operation
in November 2006

Picardy Wind

A portfolio of four wind farms in Northern France in operation or under construction with a total capacity of 47 5 MW This
investment commenced in July 2006 with the first operattonal wind farm located near Bougainville All four projects sell or
will sell power to Electncité de France (EdF) under 15 year power sales contracts

Wind Direct

A business that installs owns and operates wind turbines on UK industnal sites, providing its customers with low cost, direct
energy supples The investment was made in 2006 and includes one site In operation and one entenng construction, with
35 sites in development

Aufwind Schmack Neue Energien

A company that develops and operates biogas plants in Germany Biogas plants ferment agncultural, household and
industnal residues, or purpose-grown energy crops, producing biogas, which 1s used to generate electricity and heat or
which may be used direcily in other gas-dependent processes This investment was made in January 2007 Four biogas
projects are under construction with a combined capacity of 1 4 MW

Schmack Biogas Framework Agreement
The nghts to acquire 10 German biogas projects totalling 30 MW from the leading biogas equipment supplier This
agreement was entered into in December 2007

Bagmoor Wind Farm
A 16 MW wind farm in construction in Lincolnshire, England Construction 15 due to start in March 2008 with commercial
operation expected to begin in 2009

RidgeWind
A United Kingdom wind farm developer with over 200 MW of wind farms in development, including a 28 MW project that has
secured planning permission

Rewind
An investment of €2 1 milkon provided in August 2006 in return for the option to acquire a 120 MW portfolio of wind farms in
Sicily

Cost and valuation of the Company’s holdings

Residual cost Valuation | Valuation Portfolio value
Company Dozl type £'000 £'000 | basis %
Hg Renewable Power Partners LP Z:g‘r‘:]";ab'e 3803 3,555 | Netassets 23

The difference between cost and valuation is due to establishment and running costs fees foreign exchange movements in the fund and the revaluation of
invastments




Investment portfolio

Residual Portfolio Cum
Company Sector Locatlon é::osot Valug'té%run Invi e\slf::;?l: val\:z Vah:z
1 VISMA Holdings + ™T Nordic region 13,268 13,812 2006 89% 89%
2 The Sanctuary Spa Holdings Ltd + Consumer & Leisure | UK 631 11,628 1995 7 5% 16 4%
3 | BMFCO UA (t/a Fabory) + Services Benelux 10,871 11,428 2007 74% | 238%
4 Hofmann MM SA + Industrials Gemmany 4,747 10774 2005 7 0% 30 8%
5 Voyage Group Ltd (formerly Paragon) + | Healthcare UK B, 755 8,755 2006 57% 36 5%
-] Aflas Energy Group Ltd + Services UK 8,153 8,153 2007 5 3% 41 8%
7 Ctanon Events Holdings Ltd + ™T UK 4,965 7 594 2004 49% 46 7%
8 Addison Luxembourg SA + ™T Germany 2,296 7.547 2005 4 9% 516%
8 Mondo Minerals Co-op + Industnials Nordic region 7,004 7.358 2007 48% 56 4%
10 | Sporting Index Group Ltd + Consumer & Leisure | UK 7,186 7,180 2005 47% 61 1%
11 | SHL Group Holdings 1 Ltd + Services UK 5,480 8,489 2008 4 2% B85 3%
12 | SLV Electroruk SARL + Industnals Germany 5,962 6,438 2007 4 2% 69 5%
13 | Elte Holding SA + T™T Benelux 5,749 8,103 2005 4 0% 73 5%
14 | WE T Holding Luxembourg SA + Industnals Germany 7,590 5,417 2003 35% 77 0%
15 | Schlewch Luxembourg SA + Consumer & Leisure | Germany 4,834 5,059 2008 33% 80 5%
16 | Amencana Intemational Holdings Ltd Consumer & Leisure | UK 4,611 4,611 2007 30% 83 3%
17 | Corush Bakehouse Investments Lid + Consumer & Leisure | UK 4,200 4,200 2007 27% 86 0%
18 | Xtx Ltd (ta Xyratex) ™ TMT UK 1,277 a7z 2003 24% | 884%
18 | Hg Renewable Power Partners LP Renewable energy Europe 3,803 3 555 2006 23% 90 7%
20 | Software (Cayman) LP - re IRIS ™T UK 17 1,999 2006 13% 92 0%
21 | FTSA Holdings Ltd + Industnals North Amenca 6,813 1,881 2004 13% 93 3%
22 | PRA Internationat Ing ** Healthcare Benelux 1,478 1,768 2002 12% 94 5%
23 g}:?;g’g;;”ﬂgh‘gﬁ;’f‘gs) Ltd ™T UK 6,033 1,488 2003 10% | 955%
24 | Weston Presidio Capital Ill, LP Fund North Amenca 1,733 1,181 1998 08% 96 3%
25 | Hoseasons Group Ltd + Consumer & Leisure | UK 2,197 985 2003 06% 96 9%
26 | Software (Cayman) LP - re Guiddford ™T UK 15 927 2007 06% 97 5%
27 | Rolfe & Nolan Heldings ple + T™T UK 14 836 2003 05% 98 0%
28 | Hirschmann Electronics Holdings SA + Industnals Germany - 718 2004 05% 98 5%
29 | Orbiscom Ltd ™T Ireland 2,981 584 200 0 4% 98 8%
30 | Chnphone plc* Healthcare UK 7 499 1998 03% 98 2%
31 | Wastebidco Ltd * Industnals UK 308 473 2007 03% 99 5%
32 | Axiom Holdings Ltd T™MT UK 1,888 413 2001 02% 99 7%
33 | Schenck Process SA + Industnals Germany - 258 2005 01% 99 8%
34 | Pulse Staffing Lid Healthcare UK 400 207 1959 01% 99 9%
35 | DocM SARL Healthcare Gemmany - 208 2004 01% | 1000%
36 | ACT Venture Capital Ltd Fund Ireland - 38 1994 - | 1000%
37 | Euroknights lll LP Fund Europe 968 1 1996 -] 100 0%
38 | Orbis pic*® Servicas uK 3,378 - 1997 - | 1000%
39 | Bums e-Commerce Solutions T™MT UK 3,245 - 2001 - | 1000%
40 | SGt (Holdings) Ltd + Services UK 1,721 - 1999 - | 100 0%
41 | Profiad Ltd + Healthcare UK 1,653 - 19599 - | 1000%
42 | Newchurch Ltd Healthcare UK 1,297 - 2000 - | 1000%
43 | Azinger Lid Services Ireland 204 - 1993 - | 1000%
44 | Lantor plc (formerly South Wharf pic) Industrials freland - - 1992 - | 1000%
45 | Weston Presidio Capital Il, LP Fund North America - - 1985 - | 100 0%

Total 148,542 154,367 100 0%

“ Listed on the London Stock Exchange ** Traded on NASDAQ * Underlying investment histed on the London Stock Exchange

+ HgCapital controls more than 50% of the voting equity shares through its management of the Company and other funds




Income statement

for the year ended 31 December 2007

Note

Revenue return

Capital return

Total return

2007 2006 2007 2006 2007 2008

£'000 £000 £000 £000 £2000 £000
Gains on investments and government secunties 10 - - 55,714 34,919 55,714 34 919
Carnied interest 3b) . . (6,189) (4,737) (6,189) (4,737)
Income 2 12,129 7,769 . - 12,129 7,769
Investment management fee 3(a) {840) (730) (2,519) (2,191) {3,359) (2,921)
Other expenses 4(a) {669} (636) - - (669) {636)
Return on ordinary activities before taxation 10,620 6,403 47,006 27,991 57,626 34,384
Taxation on ordinary activities ] (3,1748) (1,884) 756 657 (2,418) {1,227}
Transfer to reserves 7,446 4,519 47,762 28,648 55,208 33,167
Reaturn per ordinary share 7 29 56p 17 94p 189 63p 113 74p 219 19p 13168p

The total return column of this statement represents the Company's profit and loss The supplementary revenue and capital return columns are prepared
under guidance published by the Association of Investment Companies All recogmised gains and losses are disclosed in the Revenue and the Capital

columns of the Income Statement and as a consequence no Statement of Total Recognised Gains and Losses has been presented

The movements in reserves are set out In note 17 to the financial statements
Ali revenue and capital items in the above statement denve from continuing operations

No operations were acquired or discontinued during the year

The notes on the following pages form part of these financial statements




Balance sheet

as at 31 December 2007

Note 2007 2006
£'000 £000
Fixed assets
Investments held at fair value
CQucted at market valuation 6,482 14,255
Unquoted at Directors’ valuation 147,885 134 287
] 154,367 148,542
Current assets
Debtors 11 13,906 10,005
Governmant secunties 12 79,723 34,284
Cash 13(a) 117 2,288
93,746 46,557
Creditors — amounts falling due within one year 14 {9,296) (7,964)
Net current assets 84,450 38,583
Net assets 238,817 187 135
Capltal and reserves
Called up share capital 16 6,296 6 296
Share premium account 17 14,123 14,123
Capital redemption reserve 17 1,248 1248
Capital reserve — realised 17 197,852 152,787
Capital reserve — unrealised 17 5,682 2,985
Revenue reserve 17 13,616 6696
Total aquity shareholders’ funds 238,817 187,135
Net asset value per ordinary share 7 943 2p 743 0p

The financial statements were approved and authonsed for 1ssue by the Board of Directors on 17 March 2008 and signed on its behalf by
Roger Mountford, Chairman
Timothy Amies Director

The following notes form part of these financial statements




Cash flow statement

{for the year ended 31 December 2007

Nota 2007 2'006
£'000 £000
Net cash outflow from operating activities 4{b) (2,259) {2,273)
Taxation {paid)/irecovered {2,437) 2,666
Capital expenditurs and financial investment
Purchase of fixed asset Investments {50,757) {45,266)
Proceeds from the sale of fixed asset investments 103,283 59,805
Net cash inflow from capital expenditure and financial investment 52,526 14,539
Equity dividends pald (3,528) (2,519)
Net cash inflow before management of liquld resources 44,604 12,413
Management of liquld resources
Purchase of government secunties (181,486) (111,342)
Sale/redemption of government secunties 134,731 100,334
Net cash outflow from management of liquid resources (46,755) (11,008)
(Decrease)increase in cash in the peried 13 {2,151} 1,405
Reconciliation of movements in shareholders’ funds
for the year ended 31 December 2007
Called up Share Capital Capital Revenue Total
share premium redemption reserves resefve
Note capital account reserve
£000 £000 £'000 £'000 £'000 £000
At 31 December 2006 6,296 14,123 1,248 155,772 9,696 187,135
Net return from ordinary actwvities after tax - - - 47,762 7 448 55,208
Dnndends paid 8 - - - - (3,526) {3,528)
At 31 December 2007 16,17 6,208 14,123 1,248 203,534 13,616 238,817
At 31 December 2005 6,206 14,123 1,248 127,124 7,696 156,487
Net return from ordinary activities after tax - - - 28,648 4519 33,167
Dwidends paid 8 - - - - (2,519) (2,519}
At 31 December 2006 16,17 8,296 14,123 1,248 1585772 9,896 187,135

The foliowng notas form part of these financial statements




Notes to the financial statements

1. Principal activity and accounting policies
The principal activity of the Company s that of an investment company withmn the meaning of section 266 of the Companies Act 1985 and section 842 of

the Income and Corporations Taxes Act 1988

Basis of preparation

The accounts have been prepared in accordance with appheable UK law and Accounting Standards (GAAP) and with the Statement of Recommended
Practice ‘Financial Statements of Investment Trust Companies’ (SORP), dated January 2003 and revised in December 2005 All of the Company s
operations are of a continung nature

Associated undertakings
Certam venture capital investments deemed to be assonated undertakings are camed at fair value in accordance with the Company’s Investments
accounting pelicy and Financial Reporting Standard (FRS) 9

Investment income and interest receivable

Income from equity investments including taxes deducted at source, 15 included 1n revenue by reference to the date on which the mvestment 1s quoted ex-
dividend Where the Company elects to receive dividends in the form of additional shares rather than cash dividends, the equivalent of the cash dividend
1s recognised as income 1n the revenue account and any excess 1n the value of the shares received over the amount of the cash dividend 1s recognised in
Capital reserve - realised Interest income 15 accounted for on an accruals basis Dividends receivable on equty shares where there 1s no ex-dividend date
and on non-equity shares are brought into account when the Company’s nght to receive payment 15 established

Management fee and finance costs

The annual investment management fee and finance costs are charged 75% to Capital reserve - realised and 25% to the revenue account

Thus 15 1n Iine wath the board’s expected split of long-term returns, in the form of capital gams and income respectively, from the mvestment portfolio of
the Company

Expenses

All expenses are accounted for on an accruals basis All admmistrative expenses, excludng the management fee, are charged wholly to the revenue
account Expenses that are incidental to the purchase or sale of an mvestment are included within the cost or deducted from the proceeds of the
imvestment.

Foreign currency

All transactions 1n foreign currencies are translated into sterling at the rates of exchange ruling at the dates of such transactions Foreign currency asses
and habilities at the balance sheet date are translated into sterling at the exchange rates ruling at that date Exchange differences anising on the translation
of foreign currency assets and liabilities are taken to Capital reserve - realised

Taxation

Deferred taxation 1s recogmsed in respect of all tnmung differences that have onginated but not reversed at the balance sheet date where transactions or
events that result in an obligation to pay more tax m the future, or the nght to pay less, have occurredat the balance sheet date This 1s subject to deferred
assets only bemng recogmisedif 1t 1s considered more Likely than not that there will be suitable profits from which the future reversal of the underlying
timing differences can be deducted Timing differences are differences between the Company’s taxable profits and its results, as stated i the financial
statements, which are capable of reversal in one or more suttable periods

Investments

The general principle applied 1s that investments should be reported at “fair value” m accordance with FRS26 and the International Private Equity and
Venture Capital Association (IPEVCA) valuation guidelines 1ssued jountly by the British Venture Capital Association (BVCA) and the European Venture
Capital Association (EVCA) in February 2005

Quoted Quoted investments are designated as held at fair value, which 1s deemed to be bid market prices

Unquoted. Unquoted investments are also designated as held at fair value and are valued using the following guidelines

) initially, investments are valued at cost, including fees and transaction costs,

() after the receipt of the first audited financial statements following imbal investment, companies are valued on the level of maintainable
carnings and an appropnate carnings multiple A marketability discount 13 applied to the value attnibutable to sharcholders, ranging from 20% to 30%
() where more appropriate, mvestments are valued with reference te theirnet assets rather than earmings, and

(v} appropriate provisions are made agamst all mdividual valuations where necessary to reflect unsatisfactory financial performance leadmg to

diminution m value
Both realised and unrealised gains and losses ansing on investments are taken to capital reserves

Capital reserves
Capital reserve - reahised
The following are accounted for in this reserve

) gamns and losses on the realisation of mvestments

() losses on investments within the portfolio where there 15 little prospectof realisaton or recoverimg any value,
(1) realised exchange differences of a capital nature, and

(v} expenses, together with he related taxation effect, charged to this reserve in accordance with the above poliaes

Capital reserve - unreahised

The following are accounted for in this reserve

(1) increases ang decreases in the valuation of mvestments held at the year end, and
(1) unrealised exchange differences of a apital nature

Orgamisational structure

In May 2003, the Company entered into a partnership agreement with HGT General Partner Limited and MUST 4 Carry LP A limuted partnership, HGT
LP, was constituted to carry on the busmess of an mvestor with the Company being the sole limited partner i this entity

Under the partnership agreement, the Company made a capital commitment of 1ts non-cash mvestment portfolio to HGT LP with the result that all fixed
asset investments are now held through HGT LP Note 9 and the Investment portfolto present the underlying investments held in HGT LP The income
and capital accruals relating to the mvestments held m HGT LP are shown 1n notes i1 and 14 Carried interest pard to the Founder Partner 15 shown on
the face of the Income Statement as it 15 the first charge on nvestment gains

The agreement stipulates that the associated income and capital profits, after payment of the carried interest and the General Partner share, are distributed
to the Company and consequently these amounts (including the associated cash flows) are shown in the appropnate lines within the Income Statement,
Cash Flow Statement and the related notes




Notes to the financial statements continued

2 Income
2007 2006
£000 £'000
Income from investments
UK unguoted investment income 8,305 5370
UK dividends M 82
8,346 5452
COther income
Gilt interest 3,650 2,056
Deposit interest 123 95
Other interest ncome - 166
3,783 237
Total Income 12,129 7,769
Total income comprises
Dividends 4 82
interest 12,088 7.687
12,129 7,769
3 {a) Investment management fee
Revenue return Capital return Total return
2007 2006 2007 2006 2007 2006
£°000 £°000 £000 £000 £'000 £000
Investment management fee 745 821 2,235 1,865 2,980 2486
Irrecoverable VAT thereon 95 108 284 326 379 435
840 730 2,519 2,191 3,359 2,921

Details of the investment management, custodian and admimistration contracts are disclosed in the Directors’ report
The investment management fee 1s levied quartery in arrears Investment management fees are charged 75% to capital

and 25% 1o revenue

3 (b) Carried interest

Revenue return Capital return Totaf return
2007 2006 2007 2008 2007 2006
£'000 £'000 £'000 £'000 £'000 £'000
Carried interest - - 8,189 4,737 6,189 4,737

The camed interest payable ranks as a first distnbution of capital gains on the investments held m HGT LP, a imited
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 gress amount of capital gains of HGT LP dunng the penod 1s shown on the
Income Statement Details of the carned interest contract are disclosed in the Directors’ report




Notes to the financial statements continued

4. Other expenses

(a) Operating expenses

2007 2006

£'000 £'000
Custodian and administration fees 249 197
Diractors” remuneration (note 5) 138 104
Audifors' remuneration - audii services 32 27

- taxation and intenm review 7 4

Cther admimistration costs 243 304
The Company's total expense ratio, (TER) calculated as a percentage of 132% 1.45%
average net assets and including expenses, after relief for taxation, was
{b) Reconciiation of net retum before taxation to net cash flow from operating activities

2007 2006

£'000 £000
Total return before taxation 57,626 34,304
Gains on investments held at farr value {55,714) (34,919)
Movement on carmned interest 1,452 1,761
Increase in accrued income (5,237) (3.613)
Decrease/(increase) in debtors 15 (20)
{Decrease)/increase In crediors (397) 385
Tax on investment income included within gress income 4) (261)
Net cash outflow from operating actlvities (2,259) {2,273)

5. Directors’ remuneration

The aggregate remuneration of the Directors, excluding VAT where applicable, for the year to 31 December 2007 was
£133,000 (2006 £103,500) Further informatian on the Directors’ remuneration 1s disclosed tn the Directors’ remuneration

report




Notes to the financial statements continued

6 Taxation on ordinary activities
(a) Analysts of charge in the year

Revenue retum Capital return Total return
2007 2008 2007 2006 2007 2006
£'000 £'000 £'000 £°000 £'000 £'000
Current tax
UK corporation tax 3174 1,806 (758) {657) 2,418 1,239
Pnor year adjustment - (12} - - - (12)
Total current tax (nots 6(b)} 3,174 1,884 (756) (657) 2,418 1,227
(b) Factors affecting current tax charge for the penod
The tax assessed for the penod is lower than the standard rate of corporation tax in the UK for a large company (30%)
The differences are explamned below
2007 2006
£'000 £000
Revenue return on ordinary actvibes before taxation 10,620 6,403
UK corporation tax at 30% thereon 3,186 1,921
Effects of
Non taxable UK dividends {12) (29)
Tax deductible expenses in capital {7586) {857)
Tax relief to the caprtal account 756 857
Tax in relation {o the pnor year - {12)
{12) (37)
Current revenue tax charge for the period (note 6(a)) 3174 1,684
In the opinion of the Directors the Company has complied with the requirements of Section 842 ICTA 1988 and will
therefore be exempt from corporation tax on any capital gains made in the year
7 Return and net asset value per ordinary share
2007 2008
Revenue and capital returns per share are shown below and have been calculated using the
following
Net revenue attnbutable to equity shareholdears after taxation £7,446,000 £4,519.000
Net capital gains for the year £47,762,000 £28 648,000
Total return £55,208,000 £33,167,000
Number of shares in 1ssue 25,186,755 25,188,755
Revenue return Capital return Total returm
2007 2008 2007 2008 2007 2008
Return per ordinary share 29 56p 17 94p 189 83p 113 74p 21919 131 68Bp

The net asset value per share of 948 2p (2006 743 Op) was calculated by dividing equity shareholders’ funds of

£238,817,000 (2006 £187,135,000) by the number of shares in 1ssue at the year end of 25,186,755 (2006 25,186,755)




Notes to the financial statements continued

8 Dwidends on ordinary shares

Company Register date Payment date éggz E%ggg
Final dividend (10 Q0p}) for the year ended 31 December 2005 24 March 2008 2 May 2006 - 2,519
Final dividend (14 Q0p) for the year ended 31 December 2006 23 March 2007 1 May 2007 3,526 -

3,526 2,519

The proposed final dividend 1s subject to appreval by shareholders at the Annual General Meeting and has not been

included as a hability in these financial statements

The total dividends payable in respect of the financial year, which form the basis of the retention test as set out In section

842 of the Income and Corporation Taxes Act 1988, are set out below

2007
£:000
Revenue available for distnbution by way of dividend for the year T.446
Proposed final dividend of 25 00p for the year ended 31 December 2007 (6,287}
(based on 25,188,755 ordinary shares In issue at 31 December 2007)
Undistributed revenue for sectlon B42 purposes * 1,149
" Undistnbuted revenue compnses § 6% of income from investments of £11,996 000 (see note 2)
9. Investments held at fair value
2007 2006
£'000 £'000
Investments held at fair value through profit and loss
Investments quoted on the London or Dublin Stock Exchanges 2,761 3,034
Investments traded on NASDAQ 3721 11,221
Unquoted investments 147,885 134,287
154,367 148,542
Equity shares 57,655 85,803
Convertible secunties 200 1,401
Fixed income secunties 96,512 61 338
154,367 148,542
Quoted Unquoted Total
£'000 £'000 £'000
Opening valuation as at 1 January 2007 14,255 134 287 148,542
Opening unrealised (appreciation)/depreciation (6,173) 2,806 (3,367)
Opening book cost 8082 137,093 145,175
Movements in the year
Additions at cost 309 50,448 50 757
Disposals - proceeds (5.891) (95,971) (101,962)
- realised gains on sales 4,049 50,523 54,572
Closing book cost of investments 8,449 142,093 148,542
Closing unrealised appreciation 33 5,792 5,825
Closing valuation of investments as at 31 December 2007 6,482 147,885 154,367




Notes to the financial statements continued

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

Company Country of incorporation Sharehelding % of class®
Addison Luxembourg SA Germany Class A Shares 19 5%
Atlas Energy Group Ltd UK Ordinary Shares 58 8%
BMFCO UA The Netherlands Membership Rights 10 2%
Clanon Events Holdings Ltd UK A Ordinary Shares 17 0%
Classic Copyright (Holdings) Ltd UK A Ordinary Shares 15 8%
Corrush Bakehouse investments Ltd UK Ordinary Shares 38 2%
Doc M SARL Gemmany Ordinary Shares 17 0%
Elite Holding SA The Netherlands Ordinary Shares 19 3%
FTSA Holdings Lid UK Ordinary Shares 19 5%
Hirschmann Electronics Holdings SA Germany A Redeemable Shares 12 6%
Hirschmann Electromics Holdings SA Germany C Redeamable Shares 126%
Hofmann MM SA Germany Ordinary Shares 15 1%
Hoseasons Group Ltd UK Ordinary Shares 120%
Mondo Minerals Co-op Finland Registered Shares 11 4%
Newchurch Ltd UK Subordinated £1 shares 11 6%
Orbiscom Lid UK Non - Convertible Redeemable Prefs 23 0%
Profiad Ltd UK B Ordinary Shares 13 9%
Rolfe and Nolan Holdings Ltd UK Hg Preferred Ordinary Shares 17 2%
Schenck Process SA Gemnany Ordinary Shares 16 6%
5GI (Holdings) Ltd UK A Ordinary Shares 14 8%
Sporbng Index Group Lid UK Ordinary Shares 13 7%
The Sanctuary Spa Holdings Ltd UK Ordinary Shares 29 4%
W E T Holding Luxermbourg SA Gemmany Ordinary Shares 14 5%

* Investee companies may 1ssue a number of different classes of share The percentage of the total issued ordinary share

capital of the ten largest investments held by the Company i1s shown In the table entitled ‘top ten tnvestments’

Further information on those investments which, in the opinion of the Directors, have a significant effect on the Company's

financial statements, 1s contained in the Review of principal investments




Notes to the financial statements continued

10 Gains on investments and government securties

2007 2006
£'000 £'000
Realised gains on sales 53,017 20,516
Foreign exchange losses - [C3]
Change in unrealised appreciation 2,697 14,407
55,714 34,919
11 Debtors
2007 2006
£'000 £'000
Sales for future settlement - 1,321
Prepayments and accrued income 13,901 8,664
Other debtors 5 20
13,906 10,005
12 Government secunties
2007 2008
£'000 £'000
Investments held at fair value through profit and loss
Opening valuation 34,284 24,515
Purchases at cost 181,486 111,342
Sales and redemptions {134,731) (100 334)
Movement In unrealised capital gains/(losses) 239 (65)
Realised capial losses (1,555) (1,174}
Closing valuation 79,723 34,284
13 Movement n net funds
{2) Reconcihatton of net cash flow {o movement in net funds
2007 2006
£'000 £'000
Change In net funds (2,151) 1,405
Exchange movements - (4)
Net funds at 1 January 2,268 867
Net funds at 31 December 117 2,268
At 1 Jan Cash Exchange At 31 Dec
{b) Analysis of changes In net funds 2007 flows movements 2007
E'000 £000 £'000 £ 000
Casgh 2,268 (2.151) - 117




Notes to the financial statements continued

14 Creditors - amounts falling due within one year
2007 2006
£:000 £'000
Camed intarast 6,189 4,737
Corporation taxation payable 2,584 2,287
Sundry creditors 543 8940
9,296 7.964

15 Risk

The following disclosures relating to the nisks faced by the Company are provided in accordance with Financial Reporting
Standard 28, “Financial instruments disctosures”

Financial instruments and nisk profile

As a pnvate equity investment trust, The Company's primary investment objective 1s to achieve long-term capiial
appreciation by investing in unquoted companies, mostly in the UK and Europe Additionally, the Company holds
Government gilts and cash and items such as debtors and creditors ansing directly from its operations In pursuing its
investment objective, the Company 1s exposed to a varety of risks that could result in ether a reduction of the Company's
net assets or a reduction In the profits available for distnbution by way of dividends These nisks, valuation nsk, market risk
{compnsing currency risk and interest rate nsk} and hquidity nsk and and the directors’ approach to the management of
them, are set out below The Company Secretary, in close cooperation with the board of directors and the Manager,
coordinates the Company's risk management The objectives, policies and processes for managing the nisks, and the
methods used to manage the nsks, that are set out below, have not changed from the previous accounting penod

Valuation risk

The Company's exposure to valuation risk comprises mainly movements in the value of its underlying investments, the
majorty of which are unguoted In accordance with the Company’s accounting policies, all underlying unquoted investments
are valued by the Directors with regard to the current guidelines 1ssued by the International Private Equity and Venture
Capital Association The Company does not hedge against movements in the value of these investments The Company
has exposure to interest rate movements, through cash and gilt holdings

In the opinion of the Directors, the diversified nature of the Company’s portfolio significantly reduces the nsks of investing in
unquoted companies

Market nsk

The fair value or future cash flows of a financial Instrument held by the Company may fluctuate due to changes in market
prices This market nsk compnses currency nsk (see below), interest rate nsk (see following page) and equity price nsk
(see fellowing page) The board of directors review and agree policies for managing these nsks The Manager assesses the
exposure to market nsk when making each investment decision, and monitors the overall level of market nisk on the whole
of the investment portfolio on an ongoing basis

Currency nisk and sensitivity

The Company I1s exposed to currency nsk as a result of investing in funds and companies in foreign currencies The sterling
value, being the Company's functional currency, of these assets can be significantly influenced by movements in foreign
exchange rates The Company does not nermally hedge against foreign currency movements affecting the value of its
investments, but takes account of this nsk when making investment decisions The Manager morutors the Company's
exposure to foreign currencies and reports to the board on a regular basis The following table illustrates the sensitivity of
the Revenue and Capital retumn for the year in relatien to the Company's year-end financial assets for movements in foreign
exchange rates against the Company's funchional currency The rates represent the high and low positions dunng the year
for the currencies listed
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Revenue return Capltal return

NAV per NAV per
ordinary ordinary
£'000 share (pence) £'000 share (pence)

Low
Euro (1 3532) g - 364 14
Norwegian Kroner (10 8223) [a)] - (a7 ©
US Dollar (1 9180) B4 03 559 22
72 03 906 35

High
Euro (1 5296) (168} ©7 (6 525) (25 6)
Norwegian Kroner {12 7668) (148} (0 8) {2,118) (84)
US Dollar {2 1161) (100) (0 4) (875) (35
(416} {17) (9,518) {37 8)

In the opinion of the directors, the above sensitivity analysis are not representative of the year as a whole, since the level of
exposure changes frequently as part of the currency sk management process used to meet the Company's cbjectives

Interest rate nsk and sensitivity

The Company has exposure to interest rate movements as this may effect the farr value of funds awaiting investment,
interest receivable on cash and interest payable on borrowings The Company has little immediate direct exposure to
interest rates on its fixed assets as the majonity of these are fixed rate assets and equity shares that do not pay interest
Therefore, and given that the Company has no borrowings and maintain low cash levels, the Company's revenue returm s
not matenally affected by changes in interest rates

However, funds awaiting nvestment are invested in Government securities and as stated above, the valuation 13 affected by
movements in interest rates The sensitivity of the Capial return of the Company to movements on interest rates have been
based on the UK Base rate With all other variables constant, an 0 5% decrease in the above, should increase the Capital
return for the year by £400,000, with a correspending decrease If the UK Base rate increase by 0 5% In the opinion of the
directors, the above sensitivity analyses are not representative of the year as a whole, since the level of exposure changes
as mvestments are made and repaid throughout the year

Liquidity nsk

Investments in unquoted companies, which form the majority of the Company's investments, may not be as readily
realisable as mvestments in quoted compames, which might result in the Company having difficulty in meeting obligations
associated with financial liabiities Liquidity nsk 1s currently not significant as more than 33% of the Company’s net assels at
the year-end are invested in iquid funds The Beard gives guidance to the Manager as to the maximum amount of the
Company's resources that should be invested in any one company For detalls refer to the investment policy

Equity price risk

Equity price risk 1s the nisk that the fair values of equities (including loans) decrease as a result of changes in the values of
individual assets The Board of directors manages the nisks inherent in the investment portfolios by ensunng full and timely
access to relevant mformation from the Manager The Board meets regularly and at each meeting reviews invesiment
performance The Board monitors the Manager's compliance with the Company's objectives, and 1s responsible for
investment strategy and asset allocaton The Manager's best estimate of the effect on the net assets and total return due to
a reasonably possible change in quoted indices and the value of unquoted securities, with all other vanables held constant,
15 as follows

% NAYV per ordinary

change £'000 share {pence}

Quoted 10% 648 286
Unquoted 10% 14,789 587
15,437 613
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Financial assets of the Company

2007 2008
Non

Fixed Floating Interast- Fixed Floating Non interest-
rate rate arin Total rate rate beanng Total
£'000 £'000 E'OOE £'000 £7000 £000 £'000 £'000
Sterling 124,858 117 21,223 146,298 72,996 2,268 28,524 103,788
Euro 38,607 - 20,734 59,341 19,000 - 39,138 58,138
Norwegian Kroner 7,203 - 7,553 14,756 5,027 - 16,940 21,967
US dollar 5,667 - 8,145 13,812 - - 1,201 1,201
Total 176,435 117 57,655 234,207 87,023 2,268 85,803 185,094

The fixed rate assets compnse gilts and fixed rate lendings to investee companies Fixed rate lendings have a weighted
average interest rate of 10 9% per annum (2006 11 3%) and a weighted average 1ife to matunty of 7 9 years (2006 68
years) The floating rate assets consist of cash

The non interest-beanng assets represent the equity content of the investment parifolio

The Company did not have any outstanding borrowings at the year end (2006 £nil) The numenical disclosures above
exclude short-term debtors and creditors

Currency exposure
The currency denomination of the Company’s financial assets 1s shown above Short-term debtors and creditors, which are
excluded, are predominantly in sterling, the funchonal currency of the Company

Captal Management policies and procedures

The Company's capital management objectives are to ensure that it wili be able to continue as a going concem and to
maxinuse the revenue and capital return to its equity sharehelders, through an appropnate balance of equity capital and
debt

The Company's capital at 31 December comprises

2007

£'000
Equity
Equity share capital 6,296
Share premium 14,123
Capital redemption reserve 1248
Retained eamings and other reserves 217,150
Total capital 238,817

As stated above, the Company did not have any outstanding borrowings at the year end The Board with the assistance of
the Manager monitors and reviews the broad structure of the Company's capital on an ongoing basis This review includes

« the planned level of geanng, which takes into account the Manager's view on the market,

+ the need to buy back equity shares, either for cancellation or to hold n treasury, which takes account of the difference
between the net asset value per share and the share pnce (ie the level of share price discount or premium),

= the need for new 1ssues of equity shares, including 1ssues from treasury, and

* the extent to which revenue in excess of that which 1s required to be distnbuted should be retained, whilst maintaining s
Section 842 status

The Company's objectives, policies and processes for managing capital are unchanged from the preceding accounting
penod
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16 Share capital

2007 2006
Nominal Nominal
No '000 £'000 No '000 £000
Authorised
40,000,000 ordinary shares of 25p each 40,000 10,000 40,000 10 000
Allotted, called up and fully pald
Ordinary shares
At 1 January & 31 December 25,187 8,296 25187 6,296
17. Share premium account and reserves
Share Capital Capital Capnal
premium redemption reserve reserve Revenue
account reserve realsed unreahsed reserve
£'000 £'000 £'000 £'000 £'000
As at 1 January 2007 14123 1,248 152,787 2,985 9,696
Transfer on disposal of investments - - 9,847 {9,847} -
Losses on sale of governmant secunbies - - {1,555) - -
Net gain on sale of investments - - 44,725 - -
Net movement in unraahsed appreciation of investments - - - 12 544 -
Dividends paid - - - - {3,526)
Net revenue for the year after tax - - - - 7 446
Carned interest - - (6,189)
Management fee charged to capital, after taxaten - - {1,763)
As at 31 Dacember 2007 14,123 1,248 197,852 5,682 13,616

18 Contingent habilities
As at 31 December 2007, nvestment purchases of £11,900,000 (31 December 2006 £12,941,000) had been authonsed
and contractually commutted, including uncalled commitment to Hg Renewable Power Partners LP

19 VAT recoverable

On 28 June 2007 the European Court of Justice announced that # had found in favour of the Association of Investment
Companies and JPMorgan Claverhcuse Trust plc in declaring that management expenses of investment trusts should be
exempt from VAT Her Majesty's Customs and Revenue ("HMRC") has recently announced that it has accepted that fund
management services are exempt from VAT and it has withdrawn from the appeal in the JPMorgan Claverhouse Trust
case The Company will therefore no longer be charged VAT on management expenses and it 1s expected that it will be
able to recover some or all of the VAT previously charged on management fees Clanfication as to how claims will be
processed 1s awaited from HMRC Dating back from February 2001 to September 2007 the Company has paid
approximately £2 310,000 of VAT on its management expenses This potential recovery of VAT has not been recognised in
the financial statements for the year ended 31 December 2007 The extent of the recovery will be determined by the
Manager's own VAT posttion




Top ten investments

% of total % of total
income share
Net | accrued capital
Accounting assets/ 2007 | heldbythe | 2007 2006
date Currency Tumover PBIT" {habihties) £'000 company
Addison Luxembourg S5A Dec-06 €m w7 12 195 36 18 1% 49% 45%
Atlas Energy Group Ltd Sep-07 £m 51 25 20 69 47 1% 53% -
BMFCO UA (t/a Fabory) Dec-08 €m 2489 202 57 270 10 2% T 4% -
Clanon Events Holdings Ltd Jan-07 £'m 47 8 87 61) 1,740 11 0% 49% 38%
Hofmann MM SA Sep-07 €m 1028 215 72 347 15 1% T0% 31%
Mondo Minerals Co-op Oct-07 €m 1341 198 793 133 114% 48% -
Sporting Index Group Ltd May-07 £'m 243 78 (15 1) 2,245 13 7% 4 T% 3I7%
The Sanctuary Spa Holdings Ltd Aug-07 £m 263 80 52 - 29 4% T 5% 41%
Visma Holdings Dec-06 NOK'm 23056 M6 0 581 0 968 92% B89% 82%
Voyage Group Ltd (formerly Paragon) Mar-07 £m 107 4 240 (207) 2,868 7 9% 57% 72%
* Profit Befora Interest and Taxation and where applicable before amortisation of goodwilf
This lable does not form part of the finrancial statements
Analysis of registered shareholders
as al 27 February 2008
By type of holdor Nur:a:rr :; % of total Nur:;ﬁ; ?; % of total
2008 2008 2008 2008
Nominee companies 23,599,389 9370 B0 4 373 56 17 542
Direct private investors 1,112,008 442 75 241 36 30 |2
others 475,358 189 121 50 753 76
25,186,755 100 100 664 100 100
By sizo of holding Nun;::i:ég % of total Nu?:;g;g % of total
2008 2006 2008 2006
1-5000 678,305 270 29 485 7003 875
5,001 - 50,000 2,277,447 904 106 128 1928 22
50,001 - 100,000 1,963,355 780 71 27 407 35
over 100,000 20,267,148 80 47 794 44 663 68
25,186,755 100 100 664 100 100

This table does not form part of the financial statements




Board of Directors

Roger Mountford (Chairman}

Aged 59, Roger Mountford was appointed to the Board in 2004 and became Chairman in April 2005 He spent 30 years as
a merchant banker in the City of London and in the Far East, latterly as Managing Directer in the Corporate Finance
Department of SG Hambros, leading the Bank’s practice in the private equity market He now serves on several boards,
including the Civil Aviation Authority, where he 1s chairman of the CAA Pension Scheme, and the Port of Dover He is
Chairman of The Housing Finance Cerporation and of Enterprnise LSE Limited, the commercial subsidiary of the London
Schoo! of Economics

Timothy Amies

Aged 69, Timothy Amies was appointed to the Board in 1991 He 1s a chartered accountant with over 30 years' experience
of working in the City He was a partner at Laune Milbank & Co, stockbrokers for 16 years prior to its acquisitton by Chase
Manhattan Bank He then became a director of Chase Investment Bank involved in mergers and acquisitions He 1s
Chairman of the Audit and Valuation Committee of the Company

Piers Brooke

Aged 67, Piers Brooke was appointed to the Board in 2001 He worked for 38 years in both commercial and merchant
banking, holding a varety of general management positions in the UK, Continental Europe, the Far East and North
Amenca Most recently he was Director of Financial Strategy at National Westminster Bank He 1s a non-executive director
of Focus Solutions Group plc and Lothbury Property Trust

Richard Brooman

Aged 52, Richard Brooman was appointed to the Board on 11 October 2007 He 1s a chartered accountant and 1s Deputy
Chairman and Chairman of the Audit Committee of Invesco Perpetual UK Smaller Companies Investment Trust plc He was
formerly Chief Financial Officer of Sherwood International pic and Group Finance Director of VCI ple Prior to thus, he served
as CFO of the global Consumer Healthcare business of SmithKline Beecham and held semor financial and operational
positions at Mars after qualfying with Price Waterhouse

Peter Gale

Aged 52, Peter Gale was appointed to the Board in 1991 and 1s Deputy Chaiman of the Company He has worked in many
divisions of National Westminster Bank, specialising in investment management In 1890 he became responsible for the
investment management of National Westminster Bank Group Pension Funds, which subsequently became RBS Pension
Trustee Ltd Upon the purchase of Gartmore Investment Management plc in 1996, he became a principal of the enlarged
fund management company and in 2003 became Managing Director of Gantmore Private Equity He is a non-executive
director of Lothbury Property Trust plc

Andrew Munson

Aged 59, Andrew Munson was appointed 1o the Board in 2004 He was Senior Bursar of Peterhouse, Cambndge for nine
years and spent the previous twelve years as a pnncipal in private equity partnerships in the USA Prior o that he was a
fund manager, financial journahst and investment banker in the City of London He now serves on the board of Aberdeen
Growth Opportunittes Venture Capital Trust plc and 1s Chairman of the JPMorgan European Investment Trust plc

All Directors are members of the Audit and Valuation, Nomination, Directors’ Remuneration and Management Engagement
Committees

All Directors are non-executive




Directors’ report
The Directors present the annual report and financial statements of the Company for the year ended 31 December 2007
Business Review

Background
The business review has been prepared in accordance with Section 234ZZB of the Companies Act 1985

The purpose of the business review 1s to provide an overview of the business of the Company by
* Analysing development and performance using appropriate key performance indicators (KPis)

» Outlining the principal nsks and uncertainties affecting the Company

* Descnbing how the Company manages these risks

* Exptaining the future business plans of the Company

Principal activity and business review

The principal activity of the Company 1s to operate as an investment trust providing access to a diversified portfolio of
private equity investments A review of the business for the year 1s given in the Chairman’s statement and in the Manager's
review

Status of the Company

The Inland Revenue has accepted the Company as an investment trust for the purposes of section 842 of the Income and
Corporation Taxes Act 1988 (ICTA) for the year ended 31 December 2006 In the opinion of the Directors, the Company
has conducted its affairs so as to enable it to continue to maintain acceptance as an investment trust since that date Itis
the Company's intention to continue to seek authornsation under section 842 of ICTA

The Company Is not a close company within the meaning of the provisions of ICTA

The Company 1s an mvestment company withun the meaning of section 266 of the Companies Act 1985

The Company’s shares are ehgible investments within the stocks and shares component of an Individual Savings Account
(ISA)

Going concern
The Company 1s in a position to meet all of its habilities from its liquid assets and consequently the accounts of the
Company have been prepared on a going concern basis

Business and strategy

The objective of the Company 1s to provide shareholders with long-term capital appreciation in excess of the FTSE All-
Share Index by investing in unquoted compantes The strategy of the Manager i1s to maximise returns from mid-market
private equity through sector specialisation and proactive work with portfolio companies It concentrates on buyouts in
Europe with enterprise values between £50 milhon and £500 millkon

No matenal change will be made to the investment policy without shareholder approval
Investment Policy

Investments
+ The principal policy of the Company 15 to invest in a portfoho of unlisted companies that are expected to grow either
organtcally or by acquisition

* The Company’s maximum exposure to unlisted investments i1s therefore 100% of gross assets At the time of acquisition
no single investment will exceed a maximum of 15% of gross assets

= The Company may invest in assets other than companies where the Manager believes that its expertise in private equity
investment can be profitably applied

+ The Company may invest in unhsted funds, whether managed by the Company's Manager or not, up to 8 maximum at the
time of acquisition of 15% of gross assets

*» The Company may invest in other listed investment compantes, including investment trusts, up to a maximum at the time
of acquisition of 15% of gross assets

* The Company will nvest its liquid funds in government or corporate securities, or in bank deposits, in each case with an
investment grade rating, or in managed funds with a similar investment policy

Range and diversification
* The Company will mvest pnmarily 1n companies whose operations are headquartered or substantially based in or which
serve markets in Europe

+ The Company will Invest in compantes operating in a range of countnes, but there will be no policy of making allocations to
specific countnes or markets

» The Trust wilt invest across a range of sectors, but there will be no palicy of making allocation to sectors

Geanng
* Underlying investments or funds will typically be leveraged to enhance value creation, but it 1s impractical to set a
maximum for such geanng

* The Company may over-commit to invest in underlying assets in order to maintain the proportion of gross assets that are
invested at any time

» The Company may borrow against its portfolio
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Hedging
« The Company may use denvatives to hedge its exposure to interest rates, currencies or equity markets

Borrowing facility
The Company has a £25 million borrowing facility which it may use from time to time to exploit investment opportunities
The Board regularly reviews cash flow and the use of geanng

Performance

In the year to 31 December 2007, the Company’s net asset value per share (including dividends re-invested) increased by
30 0% This compares with a nse in the FTSE All-Share Index (total return) of 5§ 3% The Company's ordinary share pnce
increased by 8% on a total return basis

Results and dividend
The total return for the Company is set out in the Income statement The total return for the year, after taxation, was
£55,208,000 (2006 £33,167,000) of which £7,446,000 1s revenue return (2006 £4,519,000)

The Directors recommend the payment of a final dividend of 25p per erdinary share for the yvear ended 31 December 2007
(2006 14 Op) Subject to approval of this dividend at the forthcoming Annual General Meeting (AGM), it will be paid on 12
May 2008 to shareholders on the register of members at the close of business on 28 March 2008

Key performance indicators

Each Board meeting conducts a detailed review of the portfolio and reviews a number of indices and ratios to understand
the impact on the Company’s performance of the individual portfolio holdings The key performance indicators (KPIs) used
to measure the progress and performance of the Company over time and which are comparable to those reported by cother
investment trusts include net asset value per share, share price, earmings per share, average monthly trading volumes and
cash flow The Directors recognise that it 1s in the long-term interest of shareholders that shares do not trade at a significant
discount to the prevaiing NAV and they alsc monitor the Company's discount or premium regularly

Principal nsks
The key nsks faced by the Company are set out below The Board regularly reviews and agrees policies for managing each
nsk, as summansed below

Performance nsk

The Board 1s responsible for deciding the investment strategy to fulfil the Company’s objectives and for monitoring the
performance of the Manager An inappropnate strategy may lead to poor performance To manage this risk the Manager
provides an explanation of all nvestment decisions and the rationale for the composition of the investment portfolio The
Board monitors and maintains an adequate spread of investments, based on the diversification requirements inherent in the
Company's investment policy, in order to mimmise the nsks associated with particular countries or factors specific to
particular sectors

Income/dividend nsk
The amount of dividends and future dividend levels will depend on the income received from the Company’s underlying
portfolio

Regulatory rnisk

The Company operates as an investment trust in accordance with section 842 of ICTA As such, the Company 1s exempt
from capital gains tax on the profits realised from the sale of its investments The Manager moniors investment movements,
the level and type of forecast income and expendrture, and the amount of retained 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 iInvestment trust companies, the Company has no employees The Company therefore relies
upon the services provided by third partties and 15 dependent upon the control systems of the Manager and the Company’s
other service providers The security, for example, of the Company’s assets, dealing procedures, accounting records and
maintenance of regulatory and legal requirements, depend on the effective operation of these systems These are regularly
tested and monitored and an interna! control 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 Committee twice a year

Financial nsks

The Company’s investment activities expose it to a vanety of financial nsks that include valuation nsk, iquidity nsk, market
price nsk, foreign exchange nsk and interest rate nsk Further details are disclosed in note 15, together with a summary of
the policies for managing these nsks

Liquidity nsk

The Company, by the very nature of its investment objective, invests in unquoted companies, and liquidity in therr secunties
can be constrained, making the investments difficult to realise at, or near, the Directors’ published valuation at any one point
in time The Manager has regard to the iquidity of the portfolio when making investment decisions, and the Company
manages Its hquid resources to ensure sufficient cash 1s available 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 1s dependent upon the
success of the investment strategy The outlook for the Company I1s discussed in the Chairman’s statement and the
Manager's review

Denvative transactions
The Company has not entered into any denvative transactions dunng the year
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Directors
The Board undertook a review of committee membership and the resultant position i1s detalled in the Corporate Governance
and Directors’ responsibilibes report

In accordance with the Articles of Association, Mr Brooke and Mr Murison having most recently been re-elected in 2005 will
retire by rotation at the Company's AGM and, being eligible, offer themselves for re-elechon Mr Brooman will be standing
for election at this year's AGMOhaving been appointed to the Board in October 2007

The Board has noted the recommendation in the 2006 Combined Code that non-executive directors serving longer than
nine years since election should be subject to annual re-election Accordingly Mr Amies and Mr Gale will offer themselves
for re-election at this year's Annual General Meeting

The Board has constdered all the retinng Directors’ performance as part of its valuation process and recommends that all be
proposed for re-electon

The Board recommends that shareholders elect and re-elect as appropnate all of the retiring Directors based on the
following assessment of his contnbution to the operation of the Board

Mr P Brooke

He has many years’ expenence in financial markets and in management and board level decision-making within publicly
hsted companies He bnngs to Board discussions particular expertise in corporate governance, business strategy and
financial management The Board recommends that Mr Brooke be re-elected

Mr A Murison

Andrew Munscn has expenence both as a director and manager of companies funded by private equity, and as a

porifolio investor in unlisted equity, which inform board discussions He also brings current expenence on the boards of two
other investment trusts The Board recommends that Mr Munson be re-elected

Mr T Amies

He has been a director of the Company for over fourteen years A chartered accountant, he has over thirty years'
expenence working in the City and currently chairs the Company’s Audit & Valuation Committee It 1s intended that Mr
Broeman will succeed Mr Amies as chairman of the Committee on 1 July this year, but the Board believes that Mr Amies will
continue to be an effective member of the Board and Audit & Valuation Commuttee, and his re-election 1s recommended to
shareholders

Mr P Gale

Peter Gale Is professionally responstble for the selection and monitoring of a wide range of pnvate equity managers on
behalf of a majer institutional mvestor His extensive knowledge of the private equity industry and of trends in this market i1s
of great value to the Board, especially when considenng the strategy of the Company and of the Manager The Board
recommends that Mr P Gale be re-elected

Mr R Brooman

He I1s a charted accountant with long experience as a finance director of substantial publicly listed businesses and on the
board of ancther investment trust It 1s intended that Mr Brooman will be appointed Chairman of the Company's Audit and
Valuation Committee on 1 July year Accordingly, the Board proposes and recommends Richard Brooman for election at
this year's Annual General Meeting

None of the Directors has a service contract with the Company

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 (all holdings are beneficial unless stated otherwise)

31 December 2007 1 January 2007
TJ Amies 30,000 30,000
P L Brooke 2,000 -
R J Brooman 1,200 -
P Gale 9,996 4,000
R P Mountford 10,000 10,000
A H Munson 1,281 -
*or date of appotntment, If later

No notification of any change in the above interests has been receved from 31 December 2007 to the date of this report
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Substantial interests
The Company 1s aware that the following shareholders had an interest in 3% or more of the voting nghts of the Company on
17 March 2008

Qrdinary shares % of voting nghts
Hg Investment Managers Ltd* 1,337,063 64
Hg Pooled Management Ltd™ 1,019,618 40
East Ruding Pension Fund 1,750,000 69
The Scottsh Investment Trust ple 1,200,000 48
Oxtordshire County Council 1 300,000 52
Legal & General Investment Managers Ltd 1,026,803 41
* Held by HgCapital staff
** Managed on behalf of RW SPLP LP, where the beneficial owner 1s the BBC Pension Trust Limited Fund RW

The Company s not aware that any other shareholder had an interest of 3% or more in the Company's ordinary share
capital as at 17 March 2008

Investment management and admimistration

Under the management arrangements implemented in May 2003, the Company's assets, excluding cash and government
secunties, are held in HGT Limited Partnership which 1s managed by Hg Pooled Management Lid (HgCapital) 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

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

In addition, the Manager 1s entifled to a carned interest in which the executives of HgCapital participate in order to provide
an incentive to deliver good performance This arrangement allows for a camed interest of 20% of the excess annual
growth in average NAV over an 8% preferred return, based on a three-year rolling average NAV, calculated half-yearly and
aggregated with any dividends declared by the Company in respect of that financial year The first carried interest under this
arrangement accrued in the year ended 31 December 2005

The management agreement may be terminated on giving two years' notice and such notice shall be deemed to be given at
the end of the half-year in which notice 1s served No penalty on termination 1s payable by the Company in the event that
two years’ notice 1s given to HgCapital, dunng which penod HgCapital would receive a management fee calculated on the
basis of the value of assets remaining under its management and not on the entire net assets of the Company

The Company has no obligation to pay any further fees in respect of management of the cash portfolio by Hg Investment
Managers Limited as this will be covered by the Manager's fees

The Board has agreed that the Company will not invest more than 15% of its gross assets in other listed investment
comparnies, including listed nvestment trusts

HgCapital has been appointed as secretary and administrator of the Company for a fee equal 1o 0 1% of NAV The Bank of
New York Europe Limited (BNYE) 1s the custodian of the Company’s assets and its fees and expenses are met by
HgCapital

Continued appointment of the Manager

The Board has concluded that it 1s 1n shareholders' interests that HgCapital should continue as Manager of the Company on
the existing terms The Board considers the arrangements for the provision of investment management and other services
to the Company on an ongoing basis and a forma!l review 1s conducted annually

As part of this review the Board considered the quality and continuity of the Manager's personnel, succession planning,
sector and geographic coverage, invesiment process and the results achieved to date The Board also considered the
Manager's ongoing commitment to the promotion of the Company’s shares

The principal contents of the agreement with the Manager have been set out In the previous section Having considered the
terms of this agreement and those of other pnvate equity investment trust companies, the Board considers that the terms of
the agreement represent an appropnate balance between cost and incentivisation of the Manager

Directors’ remuneration report
An ordinary resolution to approve this report will be put to members at the forthcoming AGM No person's entitlement to
remuneration 1s conditonal upon the resolution being passed

Voting policy
The exercise of voting nghts attached to the Company’s portfolio has been delegated to HgCapital, whose policy 1s to
participate actively as a shareholder, reviewing each case separately
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Socially responsible investment
The Company has committed to invest in 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 investment opportunities on a sector basis The sectors chosen do not generally raise ethical
Issues

Donations
The Company made no political or chantable donations dunng the penod

Payment of suppliers
It 15 the general policy of the Company to pay for the supply of goods and senvices within thirty days of the date of any
invoice The Company has no trade creditors

Annual General Meeting
The AGM of the Company, followed by a presentation by the Manager, with ight refreshments available, will be held at the
offices of HgCaptal, 2 More London Riverside, Londen SE1 2AP on Tuesday 6 May 2008 at 12 noon

Authonty to buy back shares

The Directors’ authonity to buy back shares was renewed at last year's AGM and will expire on 24 October 2008 Although
no shares were bought back during the year, the Directors are proposing to renew the authonty at the forthcoming AGM,
and are seeking authonty to purchase up to 3,775,000 ordinary shares (being 14 99% of the 1ssued share capital) as set out
in Resclution 11 This authonty, unless renewed, will expire on 24 October 2009

Purchases of ordinary shares will only be made through the market for cash at pnces below the prevailing NAV per ordinary
share Under the Listing Rules of the Financial Services Authority, the maximum price that can be paid 1s 5% above the
average of the market values of the ordinary shares for the five business days before the purchase 1s made The minimum
pnice 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

Authority of Directors to allot shares

Resolutions 12 and 13 to be proposed at the AGM are similar to the authorities 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 12 gives the Directors, for the period until the conclusion of the AGM in 2009, the necessary
authonty to allot secunties up to an aggregate nominal amount of £314,800, which 1s equivalent to 1,259,300 ordinary
shares of 25 Op each, or approximately 5% of the 1ssued ordinary share capital

Resolution 13 empowers the Directors untit the conclusion of the AGM in 2009 or, If earlier, the expiry of fiteen months from
the date on which the reseolution i1s passed, to allot securities for cash, otherwise than to existing shareholders on a pro rata
basis, up to an aggregate nominal amount of £314,800, which 1s equivalent to 1,259,300 ordinary shares or approximately
5% of the 1ssued share capital in no circumstances would the Directors use this authonty to dilute the interests of existing
shareholders by 1ssuing shares at a price that 1s less than the NAV attnbutable to the shares at the time of 1ssue

Directors’ fees
Resolution 14, to be proposed at the AGM, will increase the total available for payment of Directors’ fees, to take account of
increases In fees and the enlargement of the Board

Amendment to Articles

Company law and best practice have undergone a number of changes since the current Articles of Association of the
Company were adopted in Apnl 2000, particularly since January 2007 when the staged implementation of the Companies
Act 2006 (the "2006 Act”) commenced The Board considers that it 1s prudent to replace the Company's existing Arhcles
with new Articles that take account of those developments (the "New Articies")

A summary of the material changes brought about by the proposed adoption of the New Articles 1s set out in the Appendix
to the Notice of Annual General Meeting Other changes, which are of a minor, technical or clanfying nature have not been
noted in the Appendix

Further amendments to the New Articles may be required in the coming years as a result of the implementatton of the 2006
Act The 2006 Act represents a major reform of UK companies' legislation and is being brought into force in stages, with full
implementation scheduled by October 2009 At this year's Annual General Meeting the Company proposes to adopt
provisions which reflect changes in the law brought about by the 2006 Act in respect of, among other things, electronic
communications, notice penods for meetings, proxy voling and directors’ conflicts of interest  Qver the course of the next
year the Company intends to conduct a further review of the New Articles in order to identfy any additonal amendments
that might be necessary following the full iImplementation of the 2006 Act by October 2009 It 1s the Board's intention that
any further amendments will be put to shareholders at the 2009 AGM

A copy of the New Articles will be available for inspection from the date of this report until the conclusion of the Annuat
General Meeting dunng normal business hours on any weekday at the registered office of the Company The New Articles
will also be available for nspection at any time until the conclusion of the Annual General Meeting on the Company's
website (www hgcapitaltrust com) and shall be available at the venue of the Annual General Meeting from 15 minutes pror
to and until the conclusion of the meeting
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Auditor
Ernst & Young LLP has indicated its willingness to continue in office as independent auditor and resolutions proposing its
re-appointment and authonsing 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 1s no relevant audit information of which the Company's auditor 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 audit informatron and to establish that
the Company's auditor 1s aware of that information

r

By order of the Board

Hg Pooled Management Ltd (HgCaputal)
Secretary

17 March 2008




Directors’ remuneration report

The Board presents the Directors’ remuneration report for the year ended 31 December 2007 The Board has prepared this
report In accordance with the requirements of Schedule 7A to the Comparmes Act 1985, and an ordinary resolution 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 Mountford (Chairman), Timothy Amies, Piers Brooke, Richard
Brooman, Peter Gale and Andrew Munson and meets when necessary to consider any change in the Directors’
remuneration policy The Company has nc 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 i1s not appointed by
the Directors’ Remuneration Committee) provides a companson of the Directers’ remuneration with other investment trusts
of similar size and/or mandate This companson, together with consideration of any change in non-executive Directors’
responsibilities, 1s used to review whether any change in remuneration 1s appropriate

No element of the Directors’ remuneration 1s performance related The Company has not awarded any share

options or long-term performance incentives to any of

the Directors

None of the Directors has a service contract with the Company The terms of their appointments are detaded in a letter sent
to them when they join the Board These letters are available for inspection at the registered office of the Company

Rermuneration
Director
2007 2008
£ £
Timothy Amies (Chairman of the Audit Committee) 27,000 20,500
Pters Brooke 22,500 18,500
Richard Brooman {appointed 11/10/07) 5,600 -
Peter Gale 22,500 18,500
Roger Mountford {Chairman) 32,500 27,500
Andraw Munson 22,500 18,500

The tnformation in this table and in the paragraphs below has been audited

With effect from 1 July 2007 the remuneration of the Chairman was increased from £30,000 to £35,000 per annum, and that
of the Chairman of the Audit Committee from £24,000 to £30,000 Remuneration of the other Board members was
increased from £20,000 to £25,000 per annum Remuneration 1s reviewed on an annual basis

The Company’s Articles of Association mit the aggregate remuneration of the Directors to £150,000 per annum The Board
will seek to increase this at this year's AGM, to take account of the increases in fees and the enlargement of the Board

None of the Drrectors receives any non-cash benefits or penston entittements

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

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

57 ol

By order of the Board

Hg Pooled Management Ltd (HgCapital)
Secretary

17 March 2008




Corporate governance and Directors’ responsibilities

The Company ts committed to high standards of corporate governance The Board has put in place a framework for
corporate governance which 1t believes 1s sutable for an investment trust and which enables the Company to comply with
the 2006 Combined Code on Corporate Governance (the “Combined Code”) The Board has made the appropnate
disclosures in the annual report to ensure the Company meets its continuing obligations under the Financial Services
Authority, Investment Entities (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
2006 throughout this accounting penod {(except as descnibed below), and this statement describes how the relevant
principles of governance are applied to the Company

The Board
The Board consists of six 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 hus length of service, as he is
independent of the Manager and free from any business or other relationships that could matenally interfere with the
exercise of his judgment

For the same reasons and having constdered Mr Gale's positon as a senior employee of Gartmore, a shareholder of the
Company, the Board considers hum to be independent Both Mr Gale and Nr Brooke are non-executive directors of Lothbury
Property Trust plc Their fellow Directors consider that each demonstrates that they are independent in character and
judgment and that thus common directorship of another company does not impede their Independence

Therr biographies highlight theirr wide range of business expenence The Board does not feel that d would be appropnate to
adopt a policy whereby Directors serve for a imited penod, as, with a private equity portfolio, historical knowledge 1s useful
The structure of the Board 1s such that it 1s considered unnecessary to identfy a sentor non-executive Director other than
the Deputy Chairman

The Board 1s supplied in a timely manner with information in a form and of a quality appropriate to enable it to discharge its
duties Strategic 1ssues and all operational 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

Accordingly, the Directors being proposed for re-election at this year's AGM are Mr Brooke and Mr Munson Mr Brooman
will be standing for election to the Board, having been appointed in October 2007 An external search consultancy was used
to identify a suitable candidate The Board's recommendations that al! should be re-elected are set out earlier in this
document

Messers Gale and Amies were both appointed on 1 May 1991 The Combined Code 2006 recommends that any non-
executive director serving for longer than mine years be subject to annual re-election Therefore both will stand for annual
re-election at this year's AGM

The Board meets at least five imes a 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 I1s responsible to the Board for ensurning that
Board procedures are followed and that applicable rules and regulations are complied with Where necessary, in the
furtherance of their duties, the Directors may seek independent professtonal advice at the expense of the Company

The Board has responsibility for ensunng that the Company keeps proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and enable 1t to 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 irregulanties Finally, it 1s the Board's
responsibility to present a balanced and understandable assessment of the Company’s position in all public
communications

As set out in last year's report, the Board has considered its long term succession planning and has appointed Mr Brooman
The Company has maintained appropnate Directors’ Liability insurance cover throughout the year

Board/Audit and Valuation Committee/Directors’ ongoing evaluation

The Board formally reviews its performance on a regular basss, together with that of the Audit and Valuation Committee

An appraisal system has been agreed by the Board for evaluation on a regular basis of the Board, its committees and the
individual Directors, including the Chairman The evaluation for the year ended 31 December 2007 has been carried out
Ths took the form of a detailled questionnaire followed by discussions to identify how the effectiveness of the Board's
achivities, including 1ts committees, polictes or processes might be improved The results of the evaluation process were
presented to and discussed by the Board and it was agreed that the current composition of the Board and its commuittees
reflects a suitable mix of skills and expenence, and that the Board was functioning effectively, augmented by the
appointment of Mr Brooman The Board 1s satisfied that collectively the members of the Audit and Valuation Commuttee
have a sufficient level of recent and relevant financial expenence




Corporate governance and Directors’ responsibilities continued

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

Management and administration

The management of the iInvestment portfolio has been delegated to HgCapital HgCapital has also been appointed as
secretary and adminsstrator to the Company certain of its corporate secretanal and fund administration duties have been
delegated to Capita Sinclair Henderson Limited (CSH) who have a team specialising in providing secretanal and accounting
services to investment trusts Custody and settiement services are undertaken by The Bank of New York Europe Limited
{ENYE), a subsidiary of The Bank of New York

The Board has delegated the exercise of voting nights 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 matters are reserved for the approval of the Board

Board committees

All the Directors of the Company are non-executive and serve on the Nomination 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 identify any areas that need strengthening External search consultants are also used

Separate Audit and Valuation, and Management Engagement, Committees have been established Since the appointment
of Mr Brooman, these committees have consisted of all six Directors, each of whom has no previous or current connection
with the investment management of the Company other than in their capacity as a Director of the Company

The Audit and Valuation Committee, which has written terms of reference detailing its scope and dubes and which meets at
least four imes per year, examines the effectiveness of the control systems All the Directors of the Company, including the
Charrman, are members of this committee to enable them to be kept fully informed of any 1ssues that may anse and to
participate fully in discussions on portfolio valuation The committee reviews the interim and annual reports and also
recewves information from the relevant corporate audit and compliance departments The commuttee reviews the scope,
results, cost effectiveness, independence and objectivity of the external auditor Semi-annually, at each balance sheet date,
the committee reviews in detail the valuation of the unquoted investments within the portfolio

Non-audit fees of £4,500 were paid to Ernst & Young LLP for reviewing the intenm financial statements Ernst & Young LLP
provides details of any other relationship with the Manager and confirms to the Board each year that in its opinion it 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 is independent of the Manager

The external audtor 1s Invited to attend the Audit and Valuation Committee meeting at which the annual accounts are
considered and has the opportunity to meet with the committee without representatives of the Manager being present

The Management Engagement Committee, which also has written terms of reference detailing its scope and duties,
regularly reviews the terms of the investment management and admirustration contracts

The Directors’ Remuneration Committee, which 1s made up of all the Directors, meets when necessary to consider any
change to the Directors’ remuneration The remuneration of the Chairman and Directors is reviewed against the fees paud to
directors of other specialist investment trusts and investment trusts of a comparable size, as well as taking account of
published data

The terms of reference of all the commuttees are available on request and will also be available at each Annual General
Meeting

Membership of the Board Committees
Mr Mountford is Chairman of the Directors’ Remuneration Committee, the Management Engagement Committee and the
Nomination Committee Mr Amies 1s the Chairman of the Audit & Valuation Committee

The composition of the Board's standing committees was considered at the year end and it was felt appropriate that every
non-execultive Birector should be a member of all committees

Attendance record
The following table summarnises the Directors’ attendance at meetings of the Board and Audit and Valuation Committee,
compared with the number they were eligible to attend

Number of meetings attended/eligible 1o attend

Director

Board ASVC
Peter Gale 6/6 314
Tim Amies 6/8 4/4
Piers Brooke 6/6 3i4
Richard Brooman 2/2 0/0
Roger Mountford 6/6 414
Andrew Munson 1] 34

Each of the other Committees met on at least one occasion during the year




Corporate governance and Directors’ responsibilities continued

Internal controls

The Board 1s responsible for the internal controls of the Company and for reviewing their effectiveness, for ensuring that
financial nformation published or used within the business is reliable, and for regularly monitoring compliance with
regulations goverring the operation 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 December 2007 and up to the date of thus report, and will continue to do so for the
year ending 31 December 2008

As part of the Board's responsibility for the internat control system, an ongoing process has been established in conjunction
with HgCapital and CSH for identifying, evaluating and managing the Company's significant nsks Controls of the nsks
wdentified, covenng financial, operational, compliance and nsk management, are embedded n the cperations of HgCapital,
CSH, BNYE and other outsourced service providers There 1s a monitoning and reporting process to review controls put in
place to track nisks identified, carned out by the compliance function within HgCapital and the auditors of the other two
organisations This accords with the guidance in the Turnbull Report HgCapital and CSH report to the Company on their
review of internal controls (which for HgCapital 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 Board reviews the ‘whistle blowing’ procedures of HgCapital and CSH to ensure that the concerns of their staff may be
raised in a confidential manner

The Company does not have its own intemal audit function, as all the administration 1s delegated to the Manager This
matter I1s kept under annual review

HgCapttal prepares cash flow forecasts and management accounts, which allow the Board to assess the Company's
activites and to review its performance

The Board and HgCapital have agreed clearly-defined investment cntena, specified levels of authorty and exposure imits
Reports on these 1ssues, including performance statistics and investment valuations, are submitted to the Board at each
meeting HgCapital's evaluation procedure and financial analysis of the companies within the portfolio include detailed
research and apprasal, and also take into account environmental policies and other business issues The Board recognises
that these control systems can only be designed to manage rather than eliminate the nsk of failure to achieve business
objectives and to provide reasonable, but not absolute, assurance against material misstatement or loss It relies on the
operaling controls established by HgCapital, CSH and BNYE

Financial statements
The Board Is required to ensure that the financial statements give a true and fair view of the affairs of the Company as at
the end of each financial year and of the profit of the Company for that penod

The Board considers that in preparing the financial statements the Company has used appropnate accounting pohicies,
consistently applied (except where disclosed) and supported by reasonable and prudent judgments and estimates and that
all accounting standards that it considers to be applicable have been followed

Relations with shareholders

All shareholders have the opportunity to attend and vote at the AGM The notice of the AGM which i1s sent out at least
twenty working days in advance sets cut the business of the meeting and any item not of an entirely routine nature 1s
explained in the Directors’ report Separate resolutions are proposed for substantive 1ssues

Both the Chairman of the Board and the Chairman of the Audit and Valuaton Committee, together with representatives of
HgCapital, are available to answer shareholders’ questions at the AGM Proxy voting figures are announced to
shareholders at the AGM

HgCapital holds regular discussions with major shareholders, the feedback from which i1s greatly valued by the Board In
addition, the Chairman and Directors are available to enter into dialogue and correspondence with shareholders regarding
the progress and performance of the Company The section of this report entitled “Shareholder Information”, provides
information useful to shareholders




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

We have audited the financial statements of HgCapital Trust pic for the year ended 31 December 2007 which comprise the
Income statement, the Balance sheet, the Cash flow statement, the Reconciiation of movements in shareholders’ funds
and the related notes 1 to 19 These financial statements have been prepared under the accounting policies set out therain
We have also audited the information in the Directors’ remuneration report that 1s descnbed as having been audited

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

Respective responsibilities of Directors and auditors

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

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 requirements and International Standards on Auditing (UK and reland)

We report to you our opinion as to whether the financial statements give a true and farr view and whether the financial
statements and the part of the Directors’ remuneration report to be audited have been properly prepared in accordance with
the Companies Act 1985 We also report to you whether in our opinion the information given in the Directors’ report is
consistent with the financial statements

In addition we report to you If, in our epinion, the Company has not kept proper accounting records, If we have not received
all the information and explanations we require for our audit, or if infformation specified by law regarding directors’
remuneration and other transactions 1s not disclosed

We review whether the Corporate govemance statement reflects the Company’s comphance with the nine provisions of the
2006 Combined Code specified for our review by the Listing Rules of the Financial Senvices Authonty, and we report if it

does not We are not required to consider whether the Board's statements on internal control cover all nisks and controls, 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 consider whether ¢t 15 consistent with the audited financial
statements The other information compnses only Investment objective, Financia! highlights, Chairman’s statement, Ten
year track record, Investing in private equity, Manager's strategy, Manager's review, Investments, Realisations, Review of
principal iInvestments, Renewable energy, Investment portfolio, Top ten investment listing, Analysis of registered
shareholders, Board of Directors, Directors’ report and business review, the unaudited part of the Directors’ remuneration
report, Corporate governance and Directors’ responsibilities, Shareholder information, Glossary, Notice of Annual General
Meeling and 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 Our responsibilities do not extend to any
other information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland} 1ssued by the Auditing
Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financia! statements and the part of the Directors’ remuneration report to be audited It also includes an assessment of the
significant estimates and judgments made by the Directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s circumstances, consistently applied and adequately disclosed

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

Opimion
In our opinion

* the financial statements give a true and farr view, in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the Company’s affairs as at 31 December 2007 and of its profit for the year then ended,

+ the financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in
accordance with the Companies Act 1985, and

» the information given in the Directors’ report 1s consistent with the financial statements

Ernst & Young LLP
Registered auditor

London
17 March 2008




Shareholder information
Financial calendar
The announcement and pubhcation of the Company's results may normally be expected in the months shown below

March
* Prelrminary results and final dividend for year announced
« Annual report and financial statements published

Apnl/May
+ Annual General Meeting
* Final dividend paid

August
* Interm figures announced and half-yearly report published

In accordance with the recently introduced Disclosure and Transparency Rules, the Company will be releasing Intenm
Management Statements ('IMS’} for the quarters ending 31 March and 30 September These will be released to the Stock
Exchange and may be viewed at the Company’s website

Dividend — 2007
The proposed final dividend in respect of the year ended 31 December 2007 1s 25 Op per share

Ex-dividend date 26 March 2008
{shares transferred without divtdend)

Record date 28 March 2008
(last date for registenng transfers to receive the dividend)

Last date for registering
DRIP instructions (see below) 18 Apnl 2008
Dividend payment date 12 May 2008

Payment of dividends

Cash dividends will be sent by cheque to the first-named shareholder at their registered address, together with a tax
voucher, to arnve on the payment date Alternatively, dvidends may be paid direct into a shareholder's bank account via
BACS (Bankers' Automated Cleanng Service) This may be arranged by contacting the Company's registrar,
Computershare Investor Services plc (Computershare), on 0870 707 1037

Dividend reinvestment scheme {DRIP)

Shareholders may request that ther dividends be used to purchase further shares in the Company Dividend remnvestment
forms may be obtained from Computershare on 0870 707 1037 or may be downloaded from www-

uk computershare com/finvestor Shareholders who have already opted for dividend reinvestment do not need to re-apply
The last date for registenng for this service for the forthcoming dividend i1s 18 Apnl 2008

Share price
The Company's mid-market ordinary share price 1s published daily in the Financial Times, Daily Telegraph and Evening
Standard under the section “Investment Companies”

ISIN/SEDOL numbers

The ISIN/SEDOL numbers and mnemonic code for the Company’s Ordinary shares are
ISIN GB0003921052

SEDOL 0392105

Reuters code HGT L

Share dealing

Investors wishing to purchase or sell shares \n the Company may do so through a stockbroker or most banks
The following share dealing services are avallable through our Registrars, Computershare Investor Services ple

Internet share dealing

Ptease note that, at present, this service 15 only available to shareholders in certain European junsdictions, including the
UK Please refer to the website for an up to date list of these countnes This service provides shareholders with an easy
way to buy or sell the Company’s ordinary shares on the London Stock Exchange The commission 1s just 0 5%, subject to
a minimumn charge of £15 In additton stamp duty, currently 0 5%, 1s payable on purchases There 1s no need to open an
account in order to deal Real ttme dealing 1s available dunng market hours In addition there I1s a convenient facility to place
your order outside of market hours Up to 90 day imit orders are available for sales To access the service log on to

www computershare com/dealing/uk

Shareholders should have their Shareholder Reference Number (SRN) avallable The SRN appears on share certificates A
bank debit card will be required for purchases




Shareholder information continued

Telephone share dealing

Please note this service 1s, at present, only available to shareholders resident 1n the UK and Ireland The commission is 1%,

subject to a minimum charge of £15 In additson stamp duty, currently O 5%, 1s payable on purchases The service I1s

available from 8am to 4 30pm Monday to Fnday, excludng bank holidays, on telephone number 0870 703 0084

Shareholders should have therr Shareholder Reference Number (SRN) ready when making the call The SRN appears on |
share certficates A bank debit card will be required for purchases Detailled terms and conditions are available on request i
by telephoning 0870 703 0084

These services are offered on an execution only basis and subject to the applicable terms and conditions This 1s not a

recommendation to buy, sell or hold shares in HgCapital Trust plc Shareholders who are unsure of what action to take

should obtain independent financial advice Share values may go down as well as up which may result in a shareholder
receving less than he/she onginally invested

To the extent that this statement 1s a financial promotion for the share dealing service provided by Computershare Investor
Senvices 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 1s authonsed and regulated by the
Financial Services Authonty Where this has been received in 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 joined CREST, an electronic system for uncertificated securities trading

Private investors can continue to retain their share certfficates and remain outside the CREST system Private investors are
able to buy and sell their holdings in the same way as they did prior to the introduction of CREST, although there may be
differences in dealing charges

Income tax
Currently, all UK dividends are paid to stockhelders net of a tax credit of 10% Changes to the tax regime mean that since
Apnl 1999 non-taxpayers have no longer been able to reclaim the tax credit

Non-PEP and ISA stockholders iable for higher rates of tax are assessed for any additional tax through therr annual tax
return

Capital gains tax (CGT)
Investment trusts currently pay no CGT on gains made within the portfolio When investers sell all or part of their holdings,
they may be hable to CGT For the tax year 2007/8, the first £9,200 per annum of such gains from all sources I1s exempt

Up to 5 April 1998 the cost of investments for CGT purposes was adjusted to allow for inflaton However, from 6 April 1998
this Indexation was replaced by a taper retief and from this date chargeable gains will be reduced in line with the length of
time the investment has been held

PEP and ISA investments will continue to remain exempt from CGT

Please remember that we are unable to offer individual investment or taxation advice Investors who are in any doubt as to
therr habihty for CGT should seek professional advice

Risk factors
+ Investments in ungquoted 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 Continental Europe and in companies that trade internationally, the value of its shares may be
affected by changes in rates of exchange

* The Company invests in a portfolio of smaller-cap companies, with enterpnse values between £50 milion and £500
million, the performance of which can fluctuate

* The pnce at which the Company’s shares trade on the London Stock Exchange i1s not the same as their net asset value
(although they are related) and therefore you may realise returns that are lower or higher than

NAYV performance
- Past performance is not necessanly a guide to future performance and an investor may not get back the amount onginally
invested

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

* The Company invests in unquoted companies and although great care 1s taken in therr valuation such valuations cannot,
by their nature, be exact and are liable to change

Duration of the Company

At an Extraordinary General Meeting held in Apnl 2003, shareholders agreed to extend the Iife of the Company to 2011
The Articles of Association, as amended, now provide for an ordinary resolution to be put to shareholders at the Annual
General Meeting In the year 2011 to continue the life of the Company for a further five years and a similar resolution will be
put to the shareholders in 2016 and every fifth year thereafter If the resclutton 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 voluntarnly




Shareholder information continued

Nominee code
Where shares are held in a nominee company name, the Company undertakes

- To provide the nominee company with multiple coples of shareholder communications, so long as an indication of
quantities has been provided in advance

= To allow investors holding shares through a nominee company to attend general meetings, provided the correct authonty
from the nominee company 1s available

Nominee companies are encouraged to provide the necessary authority to underlying shareholders to attend the
Company’s general meetings

Shareholder enquiries
In the event of queres regarding your shares, please contact the Computershare investor Centre Computershare now
offers a free secure share management website that allows you to

* View your share portfolio and see the latest market price of your shares
- Elect to recewve your shareholder communtcations online

+ Calculate the total market price of each shareholding

* View price histortes and trading graphs

* Update bank mandates and change of address details

+ Use online dealing services

Log on to www-uk computershare com/investor and enter your Shareholder Reference Number and Company Code (this
information can be found on the last dividend voucher or your share certificate)

Changes of name or address must be notified in wnting to
Computershare Investor Services plc

PO Box 82

The Pavilicns

Bridgwater Road

Bristol BS99 7NH

General enquines about the Company should be directed to
The Secretary

Hg Pooled Management Ltd (HgCapital)

2 More London Riverside

London SE1 2AP

Telephone 020 7089 7888




Glossary

Investment trusts

Net asset value per share (NAV)

This 1s the value of the Company’s assets attnbutable to one ordinary share It s calculated by dviding *shareholders’
funds” by the total number of shares in1ssue For example, as at 31 December 2007, shareholders’ funds were
£238,817,000 and there were 25,186,755 ordinary shares in 1ssue, the NAV was therefore 948 2p per share
Shareholders’ funds are calculated by deducting current and long-term habilities, and any provision for habilittes and
charges, from the Company's total assets

Discount

Investment trust shares frequently trade at a discount to NAV This occurs when the share price 1s less than the NAV In this
crcumstance, the price that an investor pays ar receives for a share would be less than the value attnbutable to 1t by
reference to the underlying assets The discount 1s the difference between the share price and the NAV, expressed as a
percentage of the NAV Far example, if the NAV were 950p and the share pnce were 800p, the discount would be 15 8%
Premium

A premium occurs when the share pnce 1s higher than the NAV and tnvestors would therefore be paying more than the
value attnbutable to the shares by reference to the underlyng assets For example, if the share pnice were 1,000p and the
NAV were 950p, the premium would be 5 3%

Discounts and premiums are mainly 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 paid to
shareholders, it 1s calculated on the basis that dividends are reinvested in the Company’s shares on the date the dividend 15
paid

Private equity
Camed interest

Equivalent to a performance fee, this represents a share of the capital profits that will accrue to the Manager, afier
achievement of an agreed hurdle rate

Enterpnse value (EV)
This 1s the aggregate value of a company’s entire 1ssued 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

IPO (inittal public offenng)

An offening by a company of its share capital to the public with a view to seeking an admission of its shares to a recognised
stock exchange

IRR {internal rate of return}

The annual internal rate of return received by an investor in a fund It is calculated from cash drawn from and returmned to
the investor together with the residual value of the fund unit

LBO (leveraged buyout}

The purchase of all or most of a company’s share capital, usually by its managers, funded mainly by borrowings often
secured on the company's assets, resulting in a post-financing capital structure of the company that 1s heavily geared

LP (Iimited partnership)

An organisation made up of a managing general partner and imited partners, who invest money but have imited liability,
are not involved in day-to-day management, and usually cannct lose more than therr capital contnibution Usually mited
partners recewve income, capital gains and tax benefits, the general partner usually receives a fee and the founder partner a
percentage of capital gains 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 buyout)

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

P2P (public to private)

The purchase of all of a isted company’s shares using a special-purpose vehicle funded with a mixture of debt and
unquoted equity

Preferred return

A preferential rate of retum on an mdwidual investment or a portfolto of investments
Quoted company

Any company whose shares are listed or traded on a recognised stock exchange
Unqueted company

Any company whose shares are not listed or traded on a recognised stock exchange
Venture capital

Investing in companies at a point in that company's life cycle that 1s either at the concept, start-up or early stage of
development




Notice of annual general meeting

Motice 1s hereby given that the Annual General Meeting of HgCapital Trust plc will be held at the Company's offices at 2
More London Riverside, London SE1 2AP, on Tuesday 6 May 2008 at 12 noon to transact the following business

Ordinary business

1

P~ b N

9
10

To receive the report of the Directors and the financial statements for the year ended 31 December 2007, together with
the report of the iIndependent auditor thereon

To approve the Directors’ remuneration report

To declare a dividend of 25 Op per share

To re-elect Mr P Brooke as a Director

To re-elect Mr A Munson as a Director

To re-elect Mr T Amies as a Director

To re-elect Mr P Gale as a Director

To elect Mr R Brocoman as a Director

To re-appoint Ernst & Young LLP as independent auditor to the Company

To authorise the Directors to determine the iIndependent auditor's remuneration

Special business
To consider and, if thought fit, pass the following resolutions numbered 11, 13, 14 and 15 as special resolutions and
resolution 12 as an ordinary resolution

11

12

13

THAT in substitution for the Company’s existing authonty to make market purchases of ordinary shares of 25p in 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 maximum number of ordinary shares hereby authonsed to be purchased 1s 3,775,000,
(n) the mmimum price which may be paid for an ordinary share shall be 25p,

(m) 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 values 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

{v) unless renewed, the authonty hereby conferred shall expire on 24 October 2009 save that the Company may, prior
to such expiry, enter into a contract to purchase ordinary shares which will or may be completed or executed wholly or
partly after such expiry

THAT

(1) the Directors be and they are hereby generally and unconditionally authonised, in accordance with section 80 of
the Companies Act 1985 (the Act), to exercise all the powers of the Company to allot relevant secunties (as defined in
that section) up to an aggregate nominal 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 resolution, but so that this authonty shall
allow the Company, achng by its Directors, to make offers or agreements before the expiry of this authonty which
would or might require relevant secunties to be allotted after such expiry,

{u} all authonties previously conferred under section 80 of the Act be and they are hereby revoked, provided that such
revocation shall not have retrospective effect, and

() words and expressions defined in or for the purposes of Part IV of the Act shall bear the same meanings in this
resolution

THAT, subject to and conditional upon the passing as an ordinary resclution of the resolution numbered 12 set out in
the notice of this meeting, the Directors be and they are hereby empowered, pursuant to section 95 of the Companies
Act 1985 (the Act), to allot equity secunties (as defined in section 94 of the Act) of the Company for cash pursuant to
the authonty conferred by the previous resoclution as if section 89 (1) of the Act did not apply to any such allotment,
provided that this power shall be imited to the allotment of equity secunties

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

(n) (otherwise than pursuant to sub-paragraph (1) above) in connection with issues by way of rights in favour of all
holders of ordinary shares where the equity secunties respectivefy attnbutable to the interests of all such holders are
either proporticnate (as nearly as may be) to the respective numbers of ordinary shares held by them or are otherwise
allotted 1n accordance with the nghts conferred on such equity secunties (but subject in either case to such exclusions
or other arrangements as the Board may deem necessary or expedient in relation to fractional entitlements or legal
practical problems under the laws of, or the requirements of, any regulatory body or any stock exchange in any
terrtory or otherwise howsoever), and shall expire on the earlier of the date which 1s 15 months after the date on which
this resclution 1s passed and the date of the next Annual General Meeting 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 might require
equity securilies to be allotted after such expiry,
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revocation shall not have retrospective effect, and

(v) words and expressions defined in or for the purposes of Part IV of the Act shall bear the same meanings in this
resolution

THAT the following amendment to the Articles of Association of the Company dated 18 Apnl 2000 be and 1s hereby
approved and sanctioned

The amount of £150,000, referred to in article 62, be increased to £230,000 so that the article 62 will read as follows

*The directors (other than any director who for the first time being holds an executive office or employment with the
Company or a subsidiary of the Company) shall be paid out of the funds of the Company by way of remuneration for
their services as directors such fees not exceeding In aggregate £230,000 per annum (or such larger sum as the
Company may, by ordinary resolution, determine) as the directors may decide to be divided among them in such
proportion and manner as they may agree or, faling agreement, equally Any fee payable under this articte shall be
distinct from any remuneration or other amounts payable to a director under other provisions of these articles and shall
accrue from day to day ™

That the draft regulations produced to the meeting and, for the purposes of identification, inhialled by the Chairman of
the meeting be adopted as the articles of association of the Company in substitution for, and to the entire exclusion of,
the existing articles of association of the Company

o L

By order of the Board

Hg Pooled Management Ltd (HgCapital)
Secretary

17 March 2008

Notes:

1

Members are entitled to appoint a proxy to exercise all or any of their nghts to attend and to speak and vote on their
behalf at the meeting A shareholder may appoint more than cne proxy in relation to the Annual General Meeting
provided that each proxy i1s appointed to exercise the nghts attached to a different share or shares held by that
shareholder A proxy need not be a shareholder of the Company A proxy form that may be used to make such
appointment and give proxy Instructions accompanies this notice If you do not have a proxy form and believe that you
should have one, or If you require additional forms, please contact the Company'’s registrars, Computershare Investor
Services plc on 0870 707 1037

To be valid, the enclosed reply-paid form of proxy, together, f appropnate, with the power of attorney or the authonty
(if any) under which it 1s signed, or a notarally certified copy of such power or authonty must be deposited at the
offices of Computershare Investor Services plc, The Pavilions, Bnidgewater Rd, Bnstol BS99 6ZY, not later than 12
noon on 4 May 2008

The return of a completed proxy form or any CREST Proxy Instruction (as described in paragraph 9 below) will not
prevent a shareholder attending the Annual General Meeting and voting In person If he/she wishes to do so




Notice of annual general meeting continued

10

11

12

Any person to whom this notice 1s sent who 1s a person nominated under section 146 of the Companies Act 2006 to
enjoy information nghts (a “Nominated Person”) may, under an agreement between him/her and the shareholder by
whom he/she was nominated, have a nght to be apponted (or to have someone else appointed) as a proxy for the
Annual General Meeting If a Nominated Person has no such proxy appointment nght or does not wish to exercise i,
he/she may, under any such agreement, have a nght to give instructions to the shareholder as to the exercise of
voting nghts

The statement of the nghts of shareholders in relation to the appointment of proxies in paragraphs 1 and 2 above does
not apply to Nominated Persons The nghis descnbed in these paragraphs can only be exercised by shareholders of
the Company

To be entitled to attend and vote at the Annual General Meeting (and for the purpose of the determination by the
Company of the votes they may cast), shareholders must be registered in the Register of Members of the Company at
6 00 p m on 4 May 2008 (or, in the event of any adjournment, 6 00 p m on the date which 1s two days before the time:
of the adjourned meeting) Changes to the Register of Members after the relevant deadline shail be disregarded in
determining the rnghts of any person to attend and vote at the meeting

As at 17 March 2008 (being the last business day prior to the publication of this Notice) the Company's 1ssued share
capital consists of 25,186,755 Ordinary shares, carrying one vote each Therefore, the total voting rights in the
Company as at 17 March 2008 are 25,186,755

CREST members who wish to appomt a proxy or proxies through the CREST electronic proxy appointment service
may do so by using the procedures descnbed in the CREST Manual CREST Personal Members or other CREST
sponsored members, and those CREST members who have appointed a service provider(s), should refer to their
CREST sponsor or voting service provider(s}), who will be able to take the appropnate action on therr behalf

In order for a proxy appomtment or instructon made using the CREST service to be vald, the appropnate CREST
message (a “CREST Proxy Instruction”) must be properly authenticated in accordance with Euroclear UK & Ireland
Limited's specifications, and must contain the information required for such instruction, as descnbed in the CREST
Manual The message, regardless of whether it constitutes the appointment of a proxy or 1s an amendment to the
instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received by the
Company's agent {ID 3RA50) by 12 noon on 4 May 2008 For this purpose, the time of receipt will be taken to be the
time (as determined by the imestamp applied to the message by the CREST Application Host) from which the
Company’s agent 1s able to retneve the message by enquiry to CREST in the manner prescribed by CREST After this
time any change of instructions to proxies appointed through CREST should be communicated to the appointee
through other means

CREST members and, where applicable, their CREST sponsors, or voting service providers should note that
Euroclear UK & Ireland Limited does not make available special procedures in CREST for any particular message
Normal system timings and hmutations wall, therefore, apply in relation to the input of CREST Proxy Instructions Itis
the responsibility of the CREST member concerned to take (or, if the CREST member 1s a CREST personal member,
or sponsored member, or has appointed a voting service provider, to procure that his CREST sponsor or voting
service provider(s) take(s)) such action as shall be necessary to ensure that a message is transmitted by means of the
CREST system by any particular time In this connection, CREST members and, where applicable, thewr CREST
sponsors or voting system providers are referred, in particular, to those sections of the CREST Manual concerning
practical himitations of the CREST system and timings

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of
the Uncertificated Secunities Regulations 2001

In order to faciitate voting by corporate representatives at the meeting, arrangements wili be put in place at the
meeting so that (1) If a corporate shareholder has appointed the chairman of the meeting as its corporate
representative to vote on a poll in accordance with the directions of all of the other corporate representatives for that
shareholder at the meeting, then on a poll those corporate representatives will give voting directions to the charrman
and the chairman will vote (or withhold a vote)} as corporate representative in accordance with those directions, and (1)
if more than one corporate representative for the same corporate shareholder attends the meeting but the corporate
shareholder has not appointed the chairman of the meeting as its corporate representative, a designated corporate
representative will be nominated, from those corporate representatives who attend, who will vote on a poll and the
other corporate representatives will give vobing direchons to that designated corporate representative Corporate
shareholders are referred to the guidance issued by the Institute of Chartered Secretartes and Administrators on
proxies and corporate representatives (www icsa org uk} for further details of this procedure The guidance includes a
sample form of appointment letter if the chairman 1s being appointed as descnbed in (1) above
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Appendix
Explanatory notes of principal changes to the Company's Articles of association

1 Articles which duplicate statutory provisions
Prowisions in the Current Arlicles that replicate provisions contained in the Companies Act 2006 are in the main to be
amended to bring them into Iine with the Companies Act 2006 Certain examples of such provisions include provisions
as to the form of resolutions, the vanation of class nghts, the requirement to keep accounting records and provisions
regarding the penod of notice required to convene general meetings The main changes made to reflect this approach
are detaled below

2  Form of resolution
The Current Articles contain a provision that, where for any purpose an ordinary resolution is required, a special or
extraordinary resolution is also effective and that, where an extraordinary resolution 1s required, a special resolution 1s
also effective This provision 1s being amended, as the concept of extraordinary reselutions has not been retained
under the Companies Act 2006

3  Change of name
Currenily, a company can only change its name by special resolution Under the Compantes Act 2006 a company will
be able to change its name by other means provided for by its articles To take advantage of this provision, the New
Arlicles will enable the Directors to pass a resolution to change the Company’s name once the relevant provisions in
the Companies Act 2006 Act are in force

4 Redeemable shares and ¢onsolhdation, division or sub-division
At present, if a company wishes to issue redeemable shares it must include in its articles the terms and manner of
redemption The Companies Act 2006 will enable directors to determine such matters instead provided they are so
authorised by the articles The New Articles contain such an authonsation that will take effect once the relevant
provisions in the Companies Act 2006 Act are in force  The Company has no plans to 1ssue redeemable shares but Iif
it did so the Directors would need shareholders’ authonty to 1ssue new shares in the usual way In addition, the New
Articles permit the Company to retain for its own benefit the net proceeds up to £5 of selling fractional entittements
ansing on a consolidation, division or sub-division of its shares

§ Convening extraordinary and annual general meetings
The provisions in the Current Articles dealing with the convening of general meetings and the length of notice required
to convene general meetings are being amended to conform to new provisions in the Companies Act 2006 In
particular, any general meeting other than an annual general meeting can be convened on 14 days' notice

€ Votes of members
Under the Companies Act 2008 proxies are entitled to vote on a show of hands whereas under the Current Articies
proxies are only entitled to vote on a poll Multiple proxies may be appointed provided that each proxy 1s appointed to
exercise the nghts attached to a different share held by the shareholder The New Articles reflect all of these new
provisicns

7 Conflicts of interest
The Compames Act 2006 sets out Directors’ general duties that largely codify the existing law but with some changes
Under the Companies Act 2006, from 1 October 2008 a Director must avoid a situation where he has, or can have, a
direct or indirect interest that conflicts, or possibly may conflict, with the Company’s interests The requirement 1s very
broad and could apply, for example, if a Director becomes a director of another company or a trustee of another
organisation The Companies Act 2006 allows directors of public companies to authonse conflicts and potental
conflicts, where appropriate, where the articles of association contain a provision to this effect The Companies Act
2006 also allows the articles of association to contain other provisions for dealing with directors’ conflicts of interest to
avoid a breach of duty The New Articles give the Directors authonty to approve such situations and to include other
provisions to allow conflicts of interest to be dealt with in a similar way to the current position

There are safeguards that will apply when Directors decide whether to authonse a conflict or potentral conflict First,
only Directors whe have no interest in the matter being considered will be able to take the relevant decision, and
secondly, in taking the decision the Directors must act in a way they consider, in good faith, will be most likely to
promote the Company's success The Directors will be able to impose imits or conditions when giving authonsation if
they think this 1s appropriate

Itis also proposed that the New Articles should contain provisions relating to confidential information, attendance at
board meetings and availability of toard papers to protect a Director from being in breach of duty if a conflict of interest
or potential conflict of interest anses These provisions will only apply where the position giving rise to the potential
conflict has previously been authonsed by the Directors

It1s the Board's intention to report annually on the Company’s procedures for ensuning that the Board’s powers of
authonsation of conflicts are operated effectively and that the procedures have been followed
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1

Etectronic and web communications

Prowvisions of the Companies Act 2006 that came into force in January 2007 enable compames to communicate with
members by electronic andfor website communications The New Articles allow communications to members in
electronic form and, in addition, they also permit the Company to take advantage of the new provisions relating to
website communications Before the Company can communicate with a member by means of website communication,
the relevant member must be asked individually by the Company to agree that the Company may send or supply
documents or information to him by means of a website, and the Company must either have received a positive
response or have received no response within the penod of 28 days beginring with the date on which the request was
sent The Company will notfy the member (either in wrniting, or by other permitted means) when a relevant document
or information i1s placed on the website and a member can always request a hard copy version of the document or
information

Directors’ indemnities and loans to fund expenditure

The provisions dealing with indemnification of Directors and other officers 1s being amended in line with legislative
changes Broadly, the New Arhicles would allow the Company to indemnify any of its Directors {or any director of an
associated company) against habilities in a civil action by a person cther than the Company (or an associated
company}, and against his defence costs as the action proceeded, but in the case of actions by the Company (or an
associated company) an indemnity could only cover the defence costs, and only 1f udgment was not given aganst the
Director The indemnity could cover the costs of defending cnminal proceedings or of making certain applications for
relief - although not if the Director was convicted or denied relief - or of defending regulatory actions The Company
would also be able to lend Directors monies to fund their defence expenditure in any ciwvil or cniminal proceedings
taken against them as Directors, whether by a third party or by the Company itself, or in connection with any
application for relief or any action taken by a regulatory authonty Except where the arrangement related to regulatory
action, any loan by the Company would have to be on terms that required it to be repaid immediately (after taking
account of any appeal penods) if the Director lost in the cnminal or civil proceedings or the application for relief was
refused The existing authonty to indemnify the Company's auditor has also been deleted and accordingly the
Directors will not approve the granting of any such indemnity by the Company

Age of Directors

The provision i the Current Articles requinng Directors to retire at the next annual general meeting after attaining
seventy years of age and, If reappointed, at each subsequent annual general meeting, has been removed as it may
breach the Employment Equality (Age) Regulations 2006

Updating statutory and regulatory references
The opportunity I1s being taken to update references to legislation as well as regulatory and other bodies
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