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Introduction to 3i

3i is Europe’s leading venture
capital company, with 39
offices in ten countries.

We are developing significant
businesses in Asia Pacific and
the United States.

We invest in a wide range of
opportunities from start-ups to
buy-outs and buy-ins, focusing
on businesses with high
growth potential and strong
management.

3i has invested almost
£12 billion in nearly 13,500
businesses.
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Chairman’s statement

3i has made excellent progress with its strategic objectives
and has achieved very good financial results.

Total return for the year of £1.6 billion represents a return
of 44% on opening shareholders’ funds. This is a record

for 3i and demonstrates the benefits of the Group’s strategy

and a strong underlying financial performance.

During the year the share price rose from 628p to 1318p,
increasing the market capitalisation of 3i to aimost £8
billion. The Board is recommending a finai dividend of
7.6p, making a total dividend of 12.2p, an increase of
8% for the vear.

We have continued to build our capabilities and grow our
internaticnal business.

In the UK, we have maintained our ieadership against
the background of an increasingly competitive market.
Technoicgy based companies have performed well while
the strength of sterling against the Euro has continued 1o
make trading conditions difficuit for iraditional
manufacturing and exporting companies.

Continental European venture capital markets are growing
rapidly and 3i has added to its network and capabiiities
both by expanding organically and through the acquisition
of Technologieholding, a leading German early stage
venture capitai company.

Our Asia Pacific teams coniinue to deveiop and are well
placed to take advantage of economic restructuring in
Japan and renewed growth in the ASEAN region.

The US remains the leading international technology
market and during the year we opened offices in Boston
and Palo Alte. 3i's ability fo provide international reach to
US technology businesses is proving to be a significant
competitive advantage.

| am delightied tc welcome three new Directors te the
Board. Rod Perry, who has executive responsibility for
Asia Pacific and Group Services, has been a member of
the Executive Committee since 1996. Danny Rosenkranz,
formerly Chief Executive of BOC, and Oliver Stocken,
previously Finance Director of Barclays Bank, have jeined
the Board as non-executive Directors.

I would also iike to thank John Meibourn, Deputy Chairman,
who will be retiring at the conclusion of the Annual General
Meeting after serving as a Diractor for almost ten years.

His wise counsel has made an important contribution to

3i, especiaily during the flotation of 3i in 1994 and as
Chairman of the Audit & Compiiance and Remuneration
Committees. ! am delighted that he will be succeeded as
Deputy Chairman by Sarah Hogg whoe has been a Director
since 18997,

Our achievements this year resuit from the outstanding
contributicn made by our empleyees and reaffirm the
imporiance of nighiy motivated teams te the business.
I would like to thank everyone.

3i faces an exciling and challenging period ahead, with
a clear strategy to grow the business. We will continue
to buiid our capahiiities to reinforce our position as the
leading venture capitai company in Europe and increase
our presence in other international markets.

Sir George Russell ¢BE
24 May 20C0




04. We have a positive view of global economic prospects

3i Greup plc Report and accoutts 2000 although dramatic technological change will create greater

Chief Executive's review imbalances in individual markets and industry sectors than
we have seen in recent years.

Much has been written about the divergence of growth
prospects for “old” and “new” economies and the stock
market valuation of technology companies. We are
confident that technology provides businesses with the
potential for rapid growth. Ultimately, a successful company
| am pleased with the progress made with our strategic has to provide a high quality product or service to its
objectives and the financial results we have achieved. customers and generate profits and cash flow. In other
words, business fundamentals have not changed. At 3i,
we have and continue to be focused on the fundamentals
of managerment ability and market potential. '

In this review, | comment on market developments and

the impact of these on the compestitive environment for

venture capital. | then outline 3i's strategy.
We also believe that there will be good prospects for growth
in both old and new economies as so called traditional
businesses utilise new technologies to establish competitive
advantage in their markets. This change process will create
increased cpporiunities for all parts of our business,
including the setting up of many new companies. Buy-out
activity is likely to increase as companies restruciure to
mest a new challenging environment and 3i wilt be a
catalyst in making change happen.

Competitive background There has been a significant
increase in venture capital funds raised in Europe targeted
at both early and iater stage businesses. Many new entrants
to the markat have emerged. However, the market itself

has aiso grown, with demand for venture capital increasing
greatly. Venture capital is aiso taking on additional
importance as a separate asset ciass, with both invastors
and governments acknowledging the vital role that it plays
in weaith creation.

investrment in Continental Eurcpe /€m} year fo 31 March

Technology investment (Em) vear to 37 March




05.
3t Group pic Report ang accounts 2006

Chief Executive’s review

3i Strategy Our strategy is 1o build on 3i’s position as
Europe’s leading venture capitai company and to expand
internationally to take advantage of growing markets.

To achieve this we have been pursuing the following
objectives, to:

¢ maintain our market leading position in the UK;

* increase investment in continental Europe to 20% of
the Group’s portfolio by 2003;

* build a teading technology venture capital business that
invests in key international technology markets, increasing
technology assets to over 30% of the Group's portfolio;

* develop a business in both the US and Asia Pacific
which both complements our European operations and
contributes significant returns;

* grow funds under management to support our core
investment activities,

Strategic progress 3i has maintained its leading position

in the UK. We have made some significant changes to

the way we operate, increasing our specialisation, making
fewer but larger investments and re-organising the business
on a regional basis.

Investrment activity in continentai Europe reached record
levels for the fourth consecutive vear. Our network of offices
throughout Europe is now very well developed. During the
year, teams were established in Nantes in France and in

Padua and Bologna in italy. Since the year end we have
opened an office in Zurich and agreed to acquire a venture
capital business based in Helsinki. We are ahead of our plan
to have 20% of the portfolio in continental European
businesses, with 18% of our assets currently in the region.

We now have aimost as many investment exscutives
internationally as in the UK and we expect the baiance of
the Group's investment assets to become increasingly
internaticnal.

Technotogy investment has increased this year to

£656 miliion compared with £291 million last year.

Our technelogy portfolic includes a hroad range

of investments in many sectors and ranges from start-ups
to buy-outs and quoted companies. Technology investment
now represents 40% of the portfolic. Cur technoiogy
investment capabiiity was enhanced by the acquisition of
Technologieholding in February. This helpad to establish 3i
as Germany's leading technology venture capital investor.

The availability of highly skilled investment professionals is
key to growing our business to take advantage of increasing
cpportunities, particularly in continental Europe. We now
have over 100 people in Germany in seven teams inciuding
the new locations for 3i of Leipzig and Beriin.

Third party unquoted funds managed by 3i (£bn) at 31 March
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Chief Executive's review

We are also expanding our presence in other international
markets. Our teams in Asia Pacific based in Singapore and
Tokyo are seeing an increasing flow of good opportunities,

The US is the world’s leading technology market and to

be a major investor in this field requires a physical presence.
We aim to build a significant technology business there and
have established offices in Silicon Valley (Palo Alto) and
Boston. Qur US teams have made a flying start.

Funds under management We have substantiaily increased
the funds that we manage for both guoted and unquoted
investment. Our third party unguoted funds under
management have increased to £2.3 billion during the year
and with the launch of 3i Bioscience Investment Trust and 3i
European Technology Trust, 3i now manages four quoted
investment companies.

These funds build our expertise in the quoted markels
which is essential to the deveiopment of our unguoted
portfolic.

People 3i's greatest resource is its people and we continue
to devote significant effort to recruiting, developing and
rewarding the best employees. We now have around 350
investment executives working from 39 offices in ten
countries. They are supported by teams of dedicated
professionals who are equally important to the success

of our business.

Results 3i has preduced good results for the year

to 31 March 2000. Total return of £1.6 billion was a return
of 44% on opening shareheolders’ funds, a record for 3i. All
of our activities, in the UK, elsewhere in Europe and across
the world made a full contribution to this result.

Over £1 billion was invested for the third consecutive year
and reaiisation proceeds from equity sales of £822 million
were achieved at an uplift over valuation of 83%, again a

racord for 3i.

Summary 3i has performed well and we have reinforced our
leadership position in Europe. Many others have recognised
the potential of venture capital and are entering the market.
To stay ahead, we will continue to build our international
capabilities and use our extensive resources to support the
companies in which we invest.

~. }u\_g LN ZQ ‘

l._._._.LJ.

Brian Larcombe, Chief Executive
24 May 2000




= i The following -
sec’aon prowdes a review by reglon of 315 operating
performance during the year, illustrating how its
international network helps to develop key partnershlps
and make valuable connections.
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Operating review: Europe

S

01.(from left) Jonathar Russeli and
Petar Willlams — executive Directors
with joint responsibility for UK
Investmant.
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Operating review: Europe

02.Phillips. In 1998 3i led a huy-out
investing £11 millior: finciuding
co-investment funds) in this
auctioneering business. 3i heiped
identify a new Chief =xecutive and
management team who worked 10
transform the business. Negotiations
with UvMH. the world's jargest iuxury
goeds business, resulted in the saie of
the business generating for 3f, and the
management team, a significant raturn
on the original investment.

03.Chris Thomson, Ciief Executiva.

04 .Virata, a technology spin-off from
Cambwidge University, delivars
highiy-integrated semiconduictors

and communications softwars ic
Internat access squipment suppliars,
targeting DSL and broadband wireless
devices. it 5 an excellent example of a
companry spun out of academia which
3i backed at early siage, and fhen
through further funding stages

05.Chanes Cotton, Chief Sxacutive.
Virata

United Kingdom The venture capital market in the UK is
well deveioped and remains highly competitive, with many
new entrants and significant funds available for investment.
The market itself is also growing as demand for venture
capital continues 1o rise. Against this backdrop, 3i's
strategic objective for the UK is to maintain our leading
market position.

Our UK business is now reaping the rewards of the
groundwaork laid in earlier years, reporting high tevels

of both investrments and realisations. Our UK network
comprises six operating regions. providing a strong
competitive advantage by combining local knowledge with
the benefit of a wide international network.

The power of this network is evidenced by some

of the businesses that 3i has invested in. companies like
Virata {see below), This start-up, backed by 3i, was spun
out from Cambridge University and Paragon Software
{details are given on page 12), a winner of 3i's Technology
Catapuit competition.

Meare importantly, we are able to harness the strength of our
internationai network, not just in continental Europe but also
i Asia Pacific and the US, This brings the best teams to
work on each investment opoortunity, sharing ideas and
drawing on appropriate expertise from across 3i to
compiement our teams in local markets,

technology is playing a key roie i this process. allowing
us to create virtual teams to share knowtedge and ideas
around 3i. This takes several forms. The intranet (3i's
internal internet) is a powerful tool for sharing knowledge
around the Group. A message posted on the intranet
draws responses from around the network of offices
across the world.

Complementing this is the launch of a new ‘ciosed’
internet site — insideEdge. This is a bespoke site. available
oniy to the businesses in our technology portfclio, which
enabies them o share ideas and knowledge and even
forge trading links.




10. UK performance The UK return was £1,302 million, largely
3 Group plo mieport enn actoL e DU driven by significant returns from the sale or IPO (initial
Public Offering or flotation) of technology businesses and
the increase in valuations of recently floated buy-outs where
3i has retained a stake. £894 mifiion was invested in 354
businesses (1999: £899 million in 4385 businesses).

There were four IPOs from the UK technology portfolio,
inciuding Virata, details of which are given on page 8.

The majority of technology realisations arose from the
sale of quoted shares in companies backed by 3i pricr to
IPO {flotation). In addition, there were 18 sales to trade
buyers in the year, including Integralis (see opposite for
details). UK technology realisations achieved a substantial
uplift over valuation.

Operating review: Europe

Despite an increasingly competitive market, we are
continuing to see attractive opportunities to invest in
technology companies. We made 202 technology
investments during the year and now have 485 UK
technology businesses in the portfolio.

Within the buy-out sector, we have sought tc balance our
business within all segments, This has involved reducing the
number of investments while increasing the average size.
While our overall buy-out market share has fallen, we

have maintained leadership in the mid-market (£5 million to
£250 millien). Jenathan Russell has been appointed to the
Executive Committee with respansibility for European
buy-outs to ce-ordinate a pan-European approach to this
important market. We completed 52 UK buy-cuts during the
year, investing £424 million and aiso achieved a number of
highly successful! reaiisations from the buy-out pertfolio,
including the sale of TDL {further details provided opposite).

01, Atlantech, o of tha worid®
leading suppliers of
rmanagemant software oro
tetecommunications operators vhick
orovides intarmnet-based servicas, was
foundsed in 1892, The development of
its software piatform was assisted

by thrae rounds of funding from

3i totaling more than 24 million,

With the much-pubiicised saie of

1 3
raceivad £17 million - mors than
four times the original invastment,

02./from ieft) Hob Bradin
Prasident of Markel Develot
and co-icunder, Roger MacConald,
Finance Dirsctor and David Sibbald,

Chigf Exacuiia, Allantech.




1 Vebster,

niai Gfficer, Dan Coliins,
; Diractor and fan Zaloutt,
Hun, Integralis.

03.3¢'s investment in TDL {Thomson
Directories) Tnres sears age o fund

[T
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01.The sale of Paragon Software to
NASDAQ-quoted Phore.com inc for 2
racord $515 million, increased 3i's
stake in the busiress from an initiai
£500,000 investiment. Paragon, a
winner ¢t 3i's Technology Catapult
ceimpetition in 1887, is recognised as
the ieading syrichronisation software
and tecnnotegy ousiness within the
mohile communications sector, 3i has

supported Paragen through three
rounds of funding, backing the
founder's entrepreneurial vision of how
mabiie phones, PCs and the internet
watld need to synchronise personal
data between them.

02.Coiin Caider, Chief Executive.
Paragon Software.
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Operating review: Eurcpe

Managing the UK portfolio Within the naturat fife cycle

of venture capital backed companies which includes stari-
ups, growth, buy-outs and 1PQs (flotations), there is usually
a good time to invest and a good time te sell. Statistics
from the British Venture Capital Association (BVCA)
confirm that this year has been good for hoth. 3i has

also been successful in our relationships with businesses
post-flotation.

Many investee companies, especially in the traditionai
manufacturing seciors have struggled to cope with the high
level of sterling and increasingly open markets. in these
circumstances, we have used our extensive resources 1o
work with management to strengthen these businessas.

Currently our UK portfolio comprises around 2,300
investrents, including some 1,100 ‘smaller’ investmenis.

In order to more pro-actively manage these smaller
investments, we established a new team during the vear.
This regionally based team wili manage the portfolic with

a set of clear objectives: to provide consistent levels of
service with good communication channels and to generate
value for ail shareholders.

06.Charies Richardson and
Isabel Doian, 3i's Smail and
Medium sized investment team.

-

03.CityFlyer There are few better
exampies of the successiui combination
of entrepreneurial ambition and venture
capital as the partnership between
Robert Wright and Brad Burgess of
CitvFlyer and 3i. CityFlyer, one of the 04
first ever British Airvays franchise

operations was sold last vear to BA for

£75 mifion, having grown the businass

to a turnover of £118 million and profit
before tax of £7 million. 31 has backed
Robert Wright in a numbar of similar
rentures since 7985,

04.7Frorn teft) Brac Burgess, Chiaf
Exacutive and Robert Wright, Chairman,
CityFlyer.
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Operating review

year, 3i also introduced OpenShop to a non-executive
director from the US Independent Directors Programme.
The company has grown to establish a US presence,

OpenShop, provides an excellent example of the power increasing its value. At the time of the flotation, 3i sold
of 3¥'s network of people. The Ulm based e-commerce shares with a value of DM51 million, retaining an equity
software provider, proved itself to be one of the fastest holding of 25%. {from left) Peter Kuhl, Finance Director

growing technology businesses in Germany by completing  and Thomas Egner, Chief Executive.
an 1PC on the Neuer Markt just over & year after the

company was founded. As well as providing the initial start-

up finance in 1998 and further development capital last
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Operating review: Europe

01.Richard Summaers, Group Director 02.Transportes Gerposa 3i originally and an independent chairman, and

responsible far continental Eurcpean invested Ptas 800 miilion, in acquiring, with 3i's suppart, one of s
Investment and Technology. Transportes Gerposa - a leading competitors, Transportes Alciondo.

transport and logistics business -

in November 1995. Since then, the
company has continued to expand,
strengthening its managemeant team
with the appointment of a new board

03.{from left) Fernando Martinez Valle,
Financiai Director, Santiago Villaverde,
Managing Director and Javier Toranzo,
Human Resources and Legal Director,
Transportes Gerposa.
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Operating review: Europe

Continental Europe 3i has again had a successful year

in building its business in continental Europe, making
significant progress towards achieving the strategic
obijective of having 20% of portfolio assets there by 2003.

Investment levels grew strongly, rising from £241 million
last year to £422 million. There has been an increased
emphasis on technology investments and we achieved
a number of successful trade sales and [POs from

the portfolio. Total return in continental Europe was
£221 milfion, before currency adjustment.

Venture capital technology marksis have been extremely
active across continental Europe, in line with activity in the
quoted technology markets. Technology IPCs have been
prevalent, particularty in Germany where seven 3i backed
businesses joined the Neuer Markt, including Web.de and
Openshop.

3i alsc achieved a strong performance in Spain, investing
£95 miillion, and a sclid performance in France and Italy.

Markets are becoming increasingly competitive with
significant funds being raised for investment in venture
capital. In these circumstances it is important to have
distinct competitive differentiators and we firmly believe
that our growing network of offices in continental Europe
provides a major competitive advantage to 3i. By having
local people in local markets we can gain a greater
understanding of the market dynamics and develop long
term relationships with key decision makers. To achieve
this, we have been building our teams on the continent,
recruiting 42 staff during the year.

3i's Technology Catapult competitions have proved an
innovative way to identify technology businesses in which
to invest. These competitions aim to identify leading
technelogy companies in each country. Following the
success of this competition in the UK, this year we ran
Catapult competitions in Germany and France. In Germany,
we received 63 entries, and 3i invested DM5 million for a
209% stake in each of the three winners: Praxisline, which
provides medical supplies cver the internet; Curry, which
produces work flow management software; and Applied
Security, which produces computer security systems. In
France, we received 81 eniries. 3i will invest FF15 milion
for a 20% staks in each of the three winners.

We can alsc craate opportunities to deliver vaiue by
working across our network, A good exampie of this

was the sale of the lcgistics business, Transportas Gerposa
to Christian Salvesen (see opposite for further details).

3i had deveioped a good relationship with Christian
Salvesen through the pravious sale of a UK investment.

During the year we strengthened our network, opening
offices in Nantes i France and Padua and Beologna in Itaiy.
We will continue to open further offices and since the year
end have openad an office in Zurich and agreed to acquire
a venture capital business based in Helsinki.

04.Loewe Opta In 1997, 3i invested
DM 3 miiilion i the buy-out of this
pusiness, which manufactures and sells
nigh guaiity teievisions, telephones and
audio eqguipment. Loswe achieved an
PO flotation on the German stock
market in guly 1992 with an inftiai vaive
of over €250 millicn. from ieft Klaus
Deiser. Sales Diractorn Dr Rainer Hecksr,
CEZ. Dr BurkharZ Bamberger, Fipance
Director angd Gerhard Schaas,
Technoingy & Preduction Director.

05.DCI AG 3i initiaily invested
approximately €3 miliion growth capital
in August 1999. DC! operates a ieading
vartical business-to-business
marketplace for Information technoiogy
progucts. 3i worked closely with the
company on strategy and acguisition
proiects and helped to recruit the new

CFQ Kiaus Zuber, from Virgin Records,
and Jonn Thorpe, an experienced
manager from GE information Systems.
3iied the pre-IPQ (flotation) funding
round in Decermnbaer with a further

£3 tniilion. DCH listed in March on Neter
Markt Frankfurt and was vaiued at over
€550 miliion on the first day of ‘rading.

06.:from left) Gernard Trinkl, Chief
Sales Officer, Klaus Zuber, Ghiat
Financial Officer. Michael Mohr, SEC,
and Andrew Rithinger, Chief
Technology Officer. DCHAG.
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Operating review: Europe
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Carl Zeiss
Vario-Sonnar
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01.Vision Share was started in 1986
by two students and specialises in the
distribution of audic-visual products.
Within 10 years sales had risen to
FF84 million and in 1998 it acquired
another distributor, ASV which provided
it with a network of regional outlets.
Although sales increased, the costs
of restructuring were significant, 3i
became involved, introducing them

to IEG Professional Media, anothar 3i
investment, recently quoted on the
Second Marche. The two companies
merged in December 1998, and in
January, shares were placed on the
market that will provide the financing
for the restructuring of ASY and for
new growth,

02.[from left} Brunc Martinaud,
Managing Director/CEQ and Serge
Hayat, Ghalrman. Vision Share.




19.

3i Group pic Report ard accounts 200

Operating review: Eurcpe

03.Founded in 1995, ACG has grown
to become Europe’s izading high-tech
broker for smartcards, chips and
reiated products, with sales increasing
from DM35 million in 1998 to D202
million last year. 3iled the first round of
venture capital funding in 1998 with an
investmart of DAM4.4 million. In Juiy
1999, ACG was iistad on tha Neuer
Markt at €48 miliion. Following an
exciting period of growth, both
arganicaily anc through acguisition,

a secondary placing in Marsh 2000
enabied 3! tc reajise a signifivant
profit en the sale of shares.

04 {frem et Dr Cornelivs Beersen,
Beard member and Peter Behn,

CEC. ACG.

In Germany we had an exceptionally good year,

investing £130 million, an increase of 56% over Jast

year, in 113 businesses. Realisations aiso flourished

with seven IPOs and the sale of quoted equity investmenis,
achieving large uplifis over March 1999 valuations.

Our Benelux office in Amsterdam has made significant
progress making seven investments during the year. France,
Spain and ltaly also made a positive contribution to the
Group’s results. 3i has made great progress in buiiding its
market share in the continental markets we have chosen to
enter. We are the ieading technology investor in Germany,
the leading venture capifalist in France and the leader in
buy-outs in Spain.

One of the significant events for 3i in continental Europe
was our acquisition of one of Germany’s most active, early
stage technology investors.

The acquisition of Technologieholding for £102 million was
the culmination of more than a year of discussions and
brings a new dimension to 3i. {t completes our network of
offices in Germany with the addition of Leipzig and Berlin,
More importantly, it raises the number of staff we have

in Germany to 100 across seven offices.

Technoiogieholding has made many successfil early stage
technology investments, inciuding POET software, which
speciaiises in object oriented database systems, and
ricardo.de, the oidest internet atiction channel in Germany.
Both companies listed an the Neuer Markt during the vear.

One of Technologieholding's co-founders, Gert Kdhler has
joined 3i's Investment Committee and has been appointed a
Managing Director of 3i Eurcpe, responsible for developing
3i's early-stage technology investments.

We are continuing to build our network in continental
Eurcpe and are seeing Glear evidence of the success of this
sirategy. With investments on the continent representing
18% of our total portfoiic we are well on track to achieve
the sirategic target of 20% by 2003,

05.Mirato This ieading sosmetics and
spray perfums company, was bought
out by managing director Corrado
Rayanalli and his famity with the heip of
a Lira 14 billion investment from 30
Within three vears of the buy-out, the
company compiated a succassiul

IPC {flotation), in June 1999, with a
market capitalisation of Lire 200 billior,
regiising 3i 2 significant return on its
349% stake.

06.(from Iaf) Fabio Ravanasti, Managing
Director and Corrade Ravanslll,
Chalrman and CEDL Mirato.
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An exciting example:af-how 3i's partnerships work well
is EPS, the Banbury based supply chain manager -

and value added logistics business, which focuses

on the mobile telecommunications sector, and in which
3i invested £9.5 million four years ago. It was itself
acquired by business services group Hays plc this year
for £55 million. 3i and its unquoted funds realised nearly
£36 millien from the sale. 3i introduced this buy-in
opportunity to entrepreneur Peter Ashton, who 3i had

F

previously successfully baf::ked in & different venture.
Peter’s ideas and experiegte were key in taking the
business forward. EPS rﬁs proved itself to be a successful
business that has contifued to innovate and anticipate
market and technology.developments to deliver value

1o its customers and investors, A prime example of 3i
sharing knowledge and ideas and linking people with
opportunities. (from left) John O’Brien, Finance Director,
Peter Ashton, Chief Executive and John Hillidge,
Commercial Director.
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Operating review: United States

01.Martin Gagen, Group Directer
responsible for USA
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Operating review: United States

The US remains the world’s iargest technology market and
we belisve that to be a leading investor in this field requires
a physical presence, both to support our technology
portfolio companies in Europe and Asia Pacific and also

to rmake new investrments in US technology businessas.
Qur US offices alse provide a window on the high
technology market, helping 3i to identify trends that we

are likely to see in Europe in the near futuras.

While it is early days, the first six months of operation
have been very encouraging. In addition to establishing
operations in California (Palo Altc) and Massachusetts
(Boston), 3i is already seeing a high quality deal flow that
offers significant value coportunities for us.

We have invested US $44 millior in nine transactions,
including the pre-flotation financing of YET2.com (see
below). We have been the main venture capital investor in
four of these deais, ptimarily on the strength of our ability to
deliver genuinely international reach to US entrepreneurs.
This is 3i's key differentiator and the cornersione of our
strategy for the US. We are focusing on the strength of our
international network, bringing in effect a Silicon Valley
network outside the Silicon Valley.

3i's network of 39 offices across three continents and a
portfolio of around 750 technoiogy investments is proving
extremely attractive to US technology businesses and is
being seen by US venture capitalists as complementary

to their own capabilities. The launch of InsideEdge (our
‘closed’ internet site for 3i technology investments) creates
further competitive advantages.

3i’s presence in the US also offers significant opportunities
o create vaiue for our wider technology portfalio. The new
offices can support European based technology
investments, for exampie, those which need access to the
US market to expand their own networks and to achieve an
IPO on a US stock market.

3i has compileted the recruitment of its initial teams in
Palo Alto and Boston and is now looking to expand by
recruiting localiy. While recognising that the market is very
competitive, we are pleased with the progress we have
made in the US technoiogy market and are confident of
future success.

02.5and Hili Systems Harmessing the
inherent strength within the 3i network,
axacuiives from Asia, Zurope and the
US all piayed a key roie in 3i's $3 million
investment in Sand Hill Systems (SHS}).
Caiifornig-pased SHS was spun out

of a major packaging manufacturer
sommitted to iowsring order processing
costs and raducing errors. It stands
alone as an Application Service Provider
(ASPY Wwithin the food manufacturing

o 31 led the deai on the strengtiv
raievant sector expartise and

ca introduced SHS 10 other

ta,
ousinessas within its portfolic o
help accelerate its antry inte tha

Eurapean marxet,

03.Ray Vilienatve, President and TED.
3 ams.
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04.YET2.COM is an Internat company
astabiishing a service for the
optimisatior of the management of
intellactual property. The company
makes introductions across industries
where a lechinology invented for one
indusiry may have apphications in
ancther. 3i invested $7.5 milfich in
November 1999 as the lead investor,
and continues to add value througn
potential corporate partner introductions
aoth in the US and Japan, bringing
sirangth through its globai network.
05.¢vom ieft), PRl Stern, Ch i
Officer and Chiris DeBleser,
Executiva Officer and co-founder.

YETZ.00M,
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01.Rod Perry, Group Directar with
responsibility for Asia Pacific. and
Jane Crawford, Managing Director cf
3i Asia Pacific.
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In Asia Pacific we are developing a profitable venture capital
business. Our South East Asian business continues to
expand from its base in Singapore. Investment activities are
focused on the more developed marksts of the region and
are spiit between technoiogy and buy-outs, areas which we
believe have the greatest potential.

Throughout the region, we are anticipating a fast changing
business environment. Our experience in Europe suggests
that this is an excellent time for successful investments.
Change is creating opportunity and, during the year, we
have invested in 11 companies. We expect growth in
investment levels again next year.

In Japan, our joint venture with The industrial Bank of
Japan, 3i Kogin Buyouts, is focused on buy-outs in line with
our strategy. The Japanese economy is undergoing major
structural changes and buy-outs have been identified by
the Japansse Government as one of the key methoas to
achieve these changes. The business is well advanced,
recruiting local expertise to take advantage of the
opporiunities that are predicted to result from these

developments,

Future expansion in this region will be greatly assisted

by the launch of the 3i Asia Pacific Technology Fund.

This LS $400 million fund, which includes an investment
of US $100 million from the Government of Singapore’s
Technopreneurship Investment Fund (TIF), wilt focus on
ambitious growing businesses in the felecommunications,
information technology, life science and healthcare sectors

The fund is well placed to increase our opportunities for
investment in technology companies in the region and the
significant commitment by TIF is a strong endorsement of
3i's expertise in technology investing.

The new fund completed its first investment during the year.
a commitrnent of $$15 million to SingaTrust, a company
providing a range of services for the semi-conductor

incustry.

NS

02.The US $400 million 3i Asia Pacific
Technology Fund targets ambitious
growing businesses in the
telecommunications, information
technology, life science and healthcare
sectors, with investments of between
US$1 miliion and US $25 millicn in early
stage, growth capital and pre-iIPC
investments, The Fund inciudes US
$100 milliory from the Government of
Singapore’s Technopreneurship

g Investiment Fund (TIF}). The significant

B commitment by TIF is seen as a strong

B ondorsemant of 3i's expertise in
technology investing in the region.

03.The pnetograph shows Jane
Crawford, Managing Director of 31
Asia Pacific (right), with Dr Teh Kok
Peng, President of The Government
of Singapore Investment Corporation
Special Investments, and Dr Finian
Tan, Deputy Chairman, Nationai
Science and Technology Beard, at
the faunch of the fund.
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Making valuable connections




The acquisition in February of Technologieholding is

a significant step towards building a leading global

technology investment business. Technologieholding,

one of Germany's leading early stage technology investors, The acquisition of Technologieholding by 3i creates

was established by Gert Kéhler and Falk Strascheg. Atthe Germany’s leading technology venture capital investor.

time of the acquisition, it had 40 people; including 24 Gert Kahler [pictured, above laft, with Richard Summers,

investment professionals operating through seven offices.  above centre, Group Director responsible for continental

As well as increasing the number of 3k investment Europe, and Andrew Richards, above right, Managing

professionals in Germany, the £102 million acquisition Director of 3i Germany) becormes a Managing Director

adds 3i teams in Leipzig and Berlin. of 3i Europe pic with responsibility for developing 3i's
early stage technology business in continental Europe.




28.
3i Group pic Report and aco

T
[
2
11
r

.
:

Operating review: fund management

Unquoted funds Unqguoted fund management has become
integral to 3i’s business and we will add to these funds
where their use can increase the returns to our own
shareholders. We currently manage around £2.3 biliion of
third party co-investment funds, which are invested
alongside 3i's own capital, hormally on a 50:50 basis and
typically where 3i would otherwise need to syndicate
investments to competitors. During the year, new funds
were faunched for continental Europe and for Asia Pacific.
in the UK we increased the size of the Smaller Buy-out
Ptan. Most notable was the successiful launch of our third
Eurofund which will focus on investments in continental
Europe for the first 18 months, before widening its scope to
include investments in the UK to become our first pan
European fund. The acquisition of Technologieholding also
increased our funds under management.

Quoted funds 3i Asset Management manages the Group’s
own £1.8 billion portfolio of quoted assets (largely built from
the PO {flotation) of our unquoted investments) and in
addition £0.8 billion of third party gquoted funds; comprising
the Group's own pension fund and several quoted
investment companies, including 3i Smaller Quoted
Cempanies Trust and 3i UK Select, which focus on smalier
UK companies and on larger UK stocks respectively.

3i Asset Management was appocinted Manager of

3i Bioscience investmeant Trust (*3i Bioscience™) during
the year. 3i Bioscience invests in life science and
healthcare companies.

3i European Technology Trust commenced its fundraising in
mid-March 2000 and started investing on 10 April 2000,
with an initial capital of £377 million. This trust invests in
quoted companies across Europe which have a significant
focus on technoiogy oriented aciivities, excluding life
sciences.

Third party unquoted funds under management (£bn) at 31 March

01.Paul Waller, Executive Director,
Fund Management.

Quoted funds under managment (£bn) at 31 March
m 3i guoted m 'Managed

02.{from left} .John Davies,
Henrigtta Marsh, Simon Howard
and Andy Musson, of 3i Asset
Management.
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Community and environment

Significant charitable donations this year included support
for the Sociat Enterprise Zone initiative, a Community Links
pilot project in Newham, East London. This project aims to
look for new ways of utilising resources in the most
deprived urban areas to tackle poverty.

Our long-standing association with Understanding Industry,
which warks with schools to give pupils an insight into
business and commerce, has continued.

We have created a new educational award in memory of
Lord Caldecote who was Chairman of 3i from 1979 to
1987 and who died during the year. The Caldecote award
will enabie students to further their education through a
special project.

Other projects we continued to support in the year included-
the Prince’s Trust, the Judge Institute, and the INSEAD Trust
for zuropean Management Education.

In London we supported the North Lambeth Day Centre -
a drop-in cenire for the hameless and the Young Vic,
contributing to its New Opportunities Programme. Our long
running association with the Royal Academy of Music,
sponsoring the Sinfonia Orchestra, also continues.

Employee involvement We support our employess own
charitable giving by matching pound-fer-peund individual
fund-raising efforts as welt as through the payroifl-giving
scheme, Give As You Earn. This year, over half our
employees participated in the Children’s Promise Millennium
appeal, raising a total of more than £22,000.

The Environment As a member of Business in the
Environment we have participated in the Index of

Corporate Environmental Engagement and Performance

of the FTSE 100 companies since its start four years ago.
The survey compares the progress made by UK companies
in environmental management and performance. This
underlines our commitment to recognising and iirniting
harmful environmental impact wherever possibie. We have
intreduced procedures 1o reduce the use of energy and
cther resources where this is practical and within our control.

As a member of the Per Cent Club 3i donates 0.5%

of pre-tax revenue profits each year to charity. The 3i
Charitabie Trust, through which most of the donations
are made, favours charities that support education, the
encouragement of young people in business ventures
and charities in which 3i staff are personally involved.

03.Liz Hewitt, Director of Corporate
Affairs and Director of the Trustes
company of The 3i Charitabie Trust.
04.Piayworkears with children in the
nursery based zt Community Link's
main centra 11 Sanning Town.

05.Children at the Three Milis After
Schooi Cub.
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Highlights The Group achieved a strong financial
performance.

+ Total return of £1.6 billion, a return on opening
shareholders’ funds of 44% and a record for 3i;

* Unrealised value growth of £1.2 billion;

¢ Net realised profits of £350 million, up 949%;

» Uplift over opening valuation on equity realisations of 83%;
= Investment of £1.4 billion, up 20%;

*» Diluted net asset value per share of 847p, up 41 %:;

» Final dividend of 7.6p recommended by the Direciors,
making a fotal dividend for the year of 12.2p.

Total return The principal measure of the Group's financial
performance is total return on opening sharehoiders’ funds
which comprises revenue profits, realised capital profits and
unrealised vaiue growth. The record return of 44% has been
achieved through implementing a clear strategy and by a
strong performance from technology investments.

Our UK business continues to account for the major
proportion of the Group's total return, contributing

£1,302 miilion, representing a return of 43%. The return
from continental Europe was £221 million, a return of 46%,
before an adverse currency adjustment resulting from the
strengthening of steriing. Our returns in continental Europe
were good overall, with Germany performing particularly

well. Our original joint venture in Japan investing in pre-
flotation {1PQ’) businesses contributed the majority of the
£109 million total return in US and Asia Pagcific.

In line with market trends, investments in technology

based companies, including those where capital has been
provided for start-ups, growth financing and buy-outs,

have generated the majority of the Group’s total return.

This amounted to £1.1 billion, with the return from
non-technology based companies amounting to £0.5 billion.

The number of technology investments has risen by

38% to 748 and the portfolio increased in value from
£974 million to £2,379 million. About half of the unguoted
equity technology portfolio continues to be valued at cost
in line with our stated vaiuation policy. The performance
of our buy-out portfolio was satisfactory given the more
difficult environment for companies operating in traditional
industry sectors.

Revenue profit Revenue profit before tax comprises mainly
dividends, interest income and fees earned less inferest

~ costs and admiinistrative expenses.

Revenue profit after tax grew by a satisfactory 4%.
Underlying revenue yields on our investment portiolio
have continued to fall as lower yielding investments have
increased. This was offset by an increase in dividends
received on realisations of investments, and by a higher
allocation of costs to the capital reserve.

Fee income was marginally higher than in 1999. Fees from
unquoted funds under management increased as more
funds were raised, offset by lower fees generated frem
making investments.

Interest expense on net borrowings remained at the same
ievel as last year with an increase in average net borrowings
compensated by iower average interest rates.

Tetal administrative expenditure rose by 21% to
2135 million. This results from an increase in staff from
789 1o 885 to enhance our capabilities throughout the

Totat return (Em)

I ; -1 N ..
Revenue profit befare tax . 1s L
Net realised capital profits 350 180
Unrealised value growth . 1,187 {90}
Tax and other {87) 22
Total return for the Group 1,579 177
Total return by geography (Em)

UK 1,302 52
Continental Europe 22t 105
US and Asia Pacific - 109 B
Curiency adjustment B o (53) 20
Total return for the Group 1,579 177
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Financial review

business and higher variable remuneration following from
the strong financial performance. Net costs as a percentage
of shareholders’ funds were 1.6% (1999: 1.6%).

Realised capital profits Overall, net realised profits from the
sale of quoted and unguoted investments were strong at
£350 million, 94% higher than the profit of £180 million
achieved in 1999.

It was a goed year for realisations. Total equity proceeds
rose by 55% to £822 million with strong trade sales and
sales of quoted investments. Including the repayment of
loans and preference shares, the totai cash inflow was
£1,162 million. This increase in realisation activity resulted in
17% of the equity portfalio at March 1999 being realised at
an average uplift over valuation of 83%.

Unrealised value growth The largest component of the
Group's total return is unrealised vaiue growth, which was
£1,167 million in the year. This is the change in value of
the porifolic held at the end of the year and comprises
three main elements.

Value growth of the portfolic quoted throughout the vear
was £498 million resulting mainly from an increase in the
valuation of UK technology investments held at 31 March
1989, which had previously achieved an PO and where 3i
had retained part of its original investment.

There were 17 IPQs from 3i's unguoted portfolio during the
year of which 12 were technology companies, seven of
which were fioated on the German Neuer Markt. In addition,

nine 3i unquoted companies were taken over or merged
with quoted companies. Value growth an these IPOs and
takeovers during the year amounted to £331 mitlion.

Value growth on the unquoted portfolio, excluding those
investments which were sold, floated or taken over during
the year, amounted to £252 million. Vaiuatfon increases
resulted from recent investments valued above cost for the
first time, movements in price earnings ratios and from the
reported earmnings growth of portfolio companies. Such
increases were offset, to a larger extent than last year,

by companies experiencing difficult frading conditions.

A reduction in valuation of £205 million has been made

in respect of companies which we consider may fail
compared with an equivaient amount of £100 million fast
year. Price earnings ratios used to value the unquoted
portfolic increased from an average of 8.8 to 10.1. Where
investee company earnings have been used as the basis
of valuations at both 31 March 1999 and 31 March 2000,
those earnings rose by 7% on average.

Taxation Profits on the realisations of investments held by
3i Group plc are not subject to taxation because of its
investment trust status. Tax charges for the year reflect
taxes borne by some Group undertakings outside the UK
and withholding taxes on foreign income.

investment Investment (inciuding co-investment funds;

was £1,376 million. More than 30% of investment was

in continental Europe. 48% of investment was in technology
businesses. Investments in Asia Pacific and the US
accounied for £32 millicn and £28 million respectively.

In addition to Group investments of £1,376 miliion,

£208 million was invested in FTSE 350 companies to
provide a portfolio for liquidity purposes.

Balance sheet and cash flow There was a net cash outflow
of £107 miilion in the year. Both invesiment and realisations
were strong. The valuation of the Group's porifolic has
increased by £1.6 billion to £6.2 billion. Largely as a result of

Realisations

S B 2000 B 1999
Total niet realised profits {£m) o 350 180
Equity proceeds (Em) - 822 532
Uplift over opening equity valuation (%) 83 61
Percentage of opening equity portfolio scid (%) 17 12
Share and loan portfolio (Em)

Uisted equity 1,103 742
Secondary market quofed 483 75
Unguoted equity ) 2,499 1917
Loan investments 1292 10ed4
Fixed income investments 5483 729
Total 5,970 4,357

The above exciudes 2207 million (18593: Onil} invsested in F1SE 330

companies.
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this, shareholders’ funds have risen to £5.2 billion, an
increase of 44%. This has resulted in the Group’s gearing
falling from 29% at March 1999 to 23%. 3i has a strong
balance sheet and has the financial capacity to grow the
business in line with our strategic objectives.

Acquisitions In February 2000, 3i acquired, for £102 million,
Technologieholding GmbH and an investment in Strategic
European Techroiogies NV. The vendors reinvested

£51 million in 4,927,796 new shares of 3i Group plc.
Goodwill, in respect ¢of the acquisition of Technologieholding
GmbH, of £78 million, is being amortised over its estimated
useful life of five years as set out in Note 22 on page 61.

Risk management 3i has a comprehensive framework to
manage the risks that are inherent in its business. The main
risks comprise ireasury risk, investment risk, sconomic risk
and people risk.

Treasury risk management The overall funding objective of
the Group continues to be that each category of investrment
asset is broadiy matched with jiabilities and sharehoiders’
funds with corresponding characteristics in terms of risk
and maturity. This overall objective continued to be met
during the year to 31 March 2000.

All assets and liabilities are held in & non-trading boock

and as a resuit the Group doss not have a trading book.
The Group does not trade in derivatives and does not enter
into transactions of either a speculative nature or unrelated

to the Group's investment activities. Derivatives are used
only to manage the risks arising from the Group’s
investment activities.

The main funding risks faced by the Group are interest
rate risk and exchange rate risk. The level of these risks is
mitigated by the overall objective and the Board regularty
reviews and approves policies on the approach to each of
these risks.

3i’s policy on exchange rate risk is not generally to hedge
its overall portfolio in continental Europe or the US. In line
with its funding policy, a small proportion of those assets
are funded by borrowings in local currency and as a result
a partial hedge exists. 3i's largest exposure is £1.0 billion
in respect of net assets in continental Europs. The level

of exposures to exchange rate risk is reviewed on a
periodic basis.

Day-to-day management of treasury activities is delegated
10 executive Directors and the Group Treasurer. Regular
reports on the Group’s funding position have been
considered during the year by a sub-committee of the
Board. In future, these will be considered by the full Board.
There has been no change curing the year or since the
year end to the major funding risks faced by the Group,

or to the Group’s approach to such risks.

Investment risk This includes investing in companies that
may not perform as expected, being over exposed to one
sector of the economy and the portfolio valuation being
mainly based on stock market valuations.

3's investment criteria focus on management ability and
market potential. Due diligence is undertaken with the
assistance of our industry analysts who have senior
management experience in a wide range of industry
sectors. All proposed investments over £5 million are
presented to the Group’s Investment Committee, a
committee of senior management including all the
executive Directors, for consideration and approval.

Investment

2000 1893

Unquoted Unquoted
3 funds Total 3i funds Tatal

s o e @m) Mo Em) _ Em) Em_ N
UK 705 189 894 354 693 208 889 485
Continental Europe 306 e 422 218 137 104 241 152
Asia Pacific R - L S 32 "o 8 = 8 .3
us 28 - 28 10 1 - 1 2
Total 1,070 306 1,376 593 837 310 1,147 854

FTSE 350 companies.

In addition, investments amounting to £208 million wera made during the year [1999: £nil) in




33.

M . H 2 - =
3 Group pic Rapo™ and

Financial review

3i invests in ali sectors of the economy. Management
periodically reviews the portfolio, which is well diversified
by industry sector, to ensure that there is no undue
exposure to any one sector.

The valuation of the majority of 3i's equity portfolio is based
on stock market valuations for the relevant industry secter.
Quoted investments are valued using the market price at
the balance sheet date. About half of the unquoted equity
portfolio is valued using stock market price earnings

ratios for the relevant industry sector discounted for non
markstability. Accordingly, stock market valuations for
individual sectors are an important factor in datermining
the valuation of 3i's portfolic and the 1otal return.

While it is not possible to protect against the risk of a

downturn in stock markets generally or in any specific
sector, there are regular reviews of heldings in quoted
equities and exposure to individual sectors in order to
monitor the level of risk and mitigate exposure where

appropriate.

Economic risk 3i invests mainiy in European companies and
is expanding its operations intarnationally. However,

the majority of investment is still in UK companies and there
is an element of expasure 1o the UK economic cycie.

To mitigate this, 3i has invested in different sectors of the
UK econcmy with varying eccnomic cycles. In addition, an
increasing proportion of assets is invested in continental
Europe and in other international markets, which have
different economic cycles.

People risk The ability to recruit, deveiop and retain capable
necple is an important factor in achieving the Group’s
strategic objectives. 3i recognises the need to remunerate
and develop people at all levels of the business.
Accordingly, we adopt a competitive reward structure

which is in place throughout the Group and all staff are
encouraged to take advantage of both internal and external
training opportunities.

Miliennium risk The Group has experienced no problems
with its systems and equipment. No material costs were
incurred during the year. Similarly, there have been no
significant effects on the Group’s investment portfolio.

Change in accounting policy There has been a change

in accounting policy in the year as a result of adopting
Financial Reporting Standard 16 — Current Tax - for

the first time. Dividend income is no longer shown inclusive
of attributable tax credits. As required by Accounting
Standards the comparative figures have been changed

to reflect this revised accounting policy. There has been

no effect on the comparative revenue profit after tax or
reserves as adopting the revised policy reduces dividend
income and the revenue tax charge by the same amount.

Summary 3i has achieved a strong financial performance
and made good progress towards its strategic objectives.

Jul

Michael Queen, Finance Director
24 May 2000
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Board of Directors

01.Sir George Russell c8E
Chairman since 1993 and a
non-executive Direcior since
1992, Chairman of the
Nominations Committee and

the Valuations Committee and a
member of the Remuneration
Committee. Chairman of Camelot
Group pic. A Director of Northern
Rock pic, Taylor Woodrow plc
and Alcan Aluminium Limited,
Formerly Chairman of Northern
Development Company, Marley
ple and the Independent
Television Commission.

Aged 64,

02. John Melbourn ¢se Deputy
Chairman since 1996 and a
non-executive Director since 1990,
Appointed Senior Independent
Director in September 1898,
Chairman of the Audit and
Compliance Committee and the
Remuneration Committee and a
member of the Nominations
Committee. A Director of Saudi
Internationai Bani, Tesco plc and
Tesco Personal Finance Limited.
Vice President of The Chartered
Institute of Bankers. Formerly a
Directcir and Deputy Group Chief
Executive of National Westminster
Bank pic. Aged 82.

03.Brian Larcombe Chief Executive
singe July 1997 and an executive
Director since 1992. A member of
the Nominations Committee and
the Vaiuations Committee. Joined
3iplc in 1974 becoming a Local
Director in 1882 and a Regional

Director in 1988, Appointed Finance

Director and to the Executive
Committee in 1992, Past Chairman
of the British Venture Capital
Association. Aged 48.

04.The Rt Hon The Lord Camoys
GCvOo DL Non-executive Director
since 1991 and a member of the
Audit and Compiiance Committee
and the Nominations Committee.
Lord Chamberlain of the Queen’s
Household. A Director of Perpetual
PLC, British Grolux Limited and The
Rovyal Collection Trust. Formerly

a Director of Barclays Bank plc
and Deputy Chairman of Barclays
de Zoete Wedd Hoidings Limited,
Sotheby's Holdings Inc and
National Provident Institution.
Aged 60,

05.Dr John Forrest FRENG
Nen-executive Directer since 1997
and a member of the Audit and
Compliance Committee, the
Remuneration Committee and
Nominations Committee. A Director
of Morgan Howard International
Limited, Screen plc and Tricorder
Technology plc. Senicr Vice
Prasident of the Royal Academy

of Engineering and Chairman of
the UK Government Spectrum
Management Advisory Group.
Formeriy Chief Exscutive of NTL,
Technical Director of Marconi
Deferce Systems Limited and
Professer of Electronic Engineering
at University College, London.
Aged 57.

06.Martin Gagen AcA Executive
Director since 1997, responsibie
for US investrment. Joined 3i plc in
1983 becoming a Local Diractor in
1990. Appointed to the Executive
Committee in 1995, Formerly a
member of the British Venture
Capital Association Council.

Aged 44.

07.The Baroness Hogg
Non-executive Director since 1997
and a member of the Remuneration
Committee and the Valuations
Committee. Chairman of Frontier
Economics Limnited and Forsign &
Colonial Smailer Companies PLC.
A Director of GKN plc, Martin Curie
Portfolio Investment Trust ple and
The Peninsular and Criental Steam
Navigation Company. A Governor
cf the BBC. Farmerly a Director of
the Energy Group plc, National
Provident Institution and Scottish
Eastern Investment Trust PLC.
Head of the Prime Minister's Policy
Unit from 1990 to 1995, Aged 54,
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. 08.Rod Perry Executive Director
since September 1998, responsible

for Asia Pacific and Group Services.

Joined 3i pic in 1885 as an
industrial Adviser and became
Head of Information Systams in
1989. Appeinted to the Executive
Commitiee in 1996. Aged 35.

09.Michael Queen Fca Executive
Director since 1997, responsibie
for finance and planning and

a member of the Vaiuations
Committee. Joined 3i pic in 1987
becoming a Local Director in 1890
and Group Financiai Controiler in
1986. Appointed to the Executive
Committee in 1997, Agad 38.

and ascol
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10.Danny Rosenkranz
Nen-executive Director since
January 2000 and a member

of the Remuneration Committee.
Formerly Chief Executive of The
BOC Group plc. Aged 54

11.0liver Stacken Non-executive
Director since September 1899 and
a member of the Audit and
Compliance Committee. A Director
of Bunz! ple, The Great Universai
Stores pic, MEPC plc, Pilkington
nlc and The Rank Group plc.
Formerly Finance Director of
Barciays plc. Aged 58.

12.Dr Richard Summers Executive
Director since 1991, responsible for
continental European investment
and for technology investment
throughout Europe. A Director of
3i Bioscience Investment Trust plc
and 3i European Technclogy

Trust pic. Joined 3i plc in 1973
becoming a Local Director in
1881. Appointed to the Executive
Committee in 1990. Aged 55.

QOther members of Executive

13.Peter Williams Fca Executive Committee

Director since 1997, jointly
respensible for UK investment.
Joined 3i plc in 1970 becoming
a Local Director in 1878 and

a Regional Director in 1990.
Appointed to the Executive
Committee in 1995. Aged 54

14.Tony Brierfley Company
Secretary since 1998, responsibie
for the Group's legal, compliance,
internal audit and company
secretarial functions. Joined 3i plc
in 1983 becoming joint head of
Legal department in 1990 and
Deputy Company Secretary in
1994. Appointed to the Executive
Committee in 1896. Aged 50.

15.Jonathan Russell A member

of the Executive Committee since
September 1998, jointly responsibie
for UK investment. Joined 3i ple in
1986 becoming a Local Cirector in
18992 and a Regicrat Director in
1898. Aged 40.

16.Paul Waller A member of

the Executive Commitiee since
September 1999, responsible

for unguoted funds, quoted fund
management and acquisitions.
Joined 3i plc in 1978 becoming a
Local Diregior in 1983 and a
Regionai Directer in 1988. Formeriy
Chairman of the European Venture
Capitai Association. Aged 45.
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Directors’ report

Principal activity 3i Group ple is Europe’s leading venture capitat
company. The principal activity of the Company and its subsidiaries
(“the Group™} is investment. it invests in a wide range of growing
independent businesses. Its objective is to maximise sharsholder value
through growth in total retum.

Tax and investrnent company status The Company is an investment
company as defined by section 266 of the Companies Act 1685.

The Inland Revenue has approved the Company as an investment
trust under section 842 of the Income and Corporation Taxes Act 1988
for the financtal period from 1 April 1898 to 31 March 1993, Since that
date the Company has directed its affairs so as to enable it to continue
to be s0 approved.

Regulation The Company is an authorised institution under the
Banking Act 1987. The Company, 3i pic, 3i Asset Managemeant Limited
and 3i Japan GP Limited {formerly 3i Corporate Finance Limited) are
authorised persons under the Financial Services Act 1986 and are
regulated in the conduct of investment business by the Financial
Services Authority. Where applicable certain Group subsidiaries’
businesses are regulated by relevant overseas authorities.

Results and dividends The accounts of the Company and the Group
for the year to 31 March 2000 appear on pages 47 to 78.

Consolidated total return for the period was £1,579 million (1999:
2177 milliom. An interim dividend of 4.6p per share was paid on

28 January 2000. The Dirsctors recermmend a final dividend of 7.6p
per shars be paid In respect of the year io 31 March 2000 to
shareholders on the register at the close of business on 9 June 2CC0C.

By a deed of waiver dated 2 June 1984 Mourant & Co. Trustees Limited
as trustee of The 3i Group Employes Trust waived {subject 1o certain
minor exceptions} all dividends declared by the Company after 26 May
1994 In respect of shares from time to time held by it (currently
9,761,322 shares) as frustee of that trust.

Operations The Company owns substantially all the Group's investments.
The Group operates through a network of 35 offices across Europe.
The Group aiso has offices in Singapore, Japan and the USA.

3i plc acts as investment manager to the Company.

The Group manages a number of funds established with major
institutions and pension funds to make squity and equity related
investments in unguoted businesses in Asia Pacific, Japan and
continental Europe and investments in UK management buy-ocuts
and buy-ins led or co-led by 3i.

3i Asset Management Limited acts as investment manager to 3i Smaller
Quoted Companies Trust ple, 3i Bioscience Investment Trust ple and

3i European Technology Trust ple, investment trusts iisted on the London
Stock Exchange, and 3f UK Select Trust Limited, an investment company
iisted on the London Stock Exchange. It aiso manages the 3i Group
Pension Plan.

3i Japan GP Limited is the general partner company and operator of
31 Nippon Buyouts Venture Capital investment Limited Partnership.

Business review The Chairman's statement on page 3, the Chief
Executive's raview on pages 4 to 6, the Operating review on pages 7 to
29 and the Finance Director’s review on pages 3C to 33 report on the
Group’s deveiopment during the year to 31 March 2000, iis position at
that date and the Group’s likely future development.

Share capital In the year to 31 March 2000 the issued share capital

of the Company increased by 8,137,012 shares to 603,568,709 shares
as a result of the issue of shares to the trustee of The 3i Profit 8haring
Plan, the exercise of options under The 3i Executive Share Option Plan,
The 3i Group 1994 Executive Share Option Plan and The 3i Group
Sharesave Scheme and the issue of shares to the vendors of TH
Technologieholding GmbH. Details of these share issues are given in
note 37 to the accounts on page 71.

Major interests in shares The Company has been notified of the following
interests in the Company’s sharas In accordance with sections 198 to
208 of the Companies Act 1985 as at 12 May 2000.

Number
] % of shares
Prudential pic and related companies 65.48 39,166,971

Directors and their interests The narmes of the present Directors are set
out on pages 34 and 35. In accordance with the Articles of Association
Mr M M Gagen, Dr R D M J Summers and Mr P B G Williams retire

by rotation and, being eligible, offer themseives for reappointment.
Having been appointed as Diractors since the Annual General Meeting
in 1998, Mr R W Perry, Mr F D Rosenkranz and Mr O H J Stocken retire
in accordance with the Articles of Association and, being sligible, offer
thernselves for reappointment.

After almost ten years' service as a non-executive Director,
Mr J4 W Melbourn has indicaied his intention 1o retire as a Director and
not seek reappointment at the Annual General Meeting on 12 July 2000.

Details of the Directors’ interests in the Company's shares are shown in
note 37 to the accounts on page 73.

Save as shown on pages 42, 423 and 73 no Director had any disclesable
interest in the shares, debentures or loan stock of the Company or in the
shares, debentures or loan stock cf its subsidiaries during the period.
There have been no changes in the above interssts between 31 March
2000 and 12 May 2000. No Director was materially interested in any
contract or arrangement subsisting during or at the end of the financial
pericd that was significant in relation to the business of the Company.

Directors’ service contracts Details of Directors” contracts of service are
set oLt in the Remuneration report on page 45,

Management arrangements 3i pic provides the Company with secretarial
and administration services under a contract which provides for fees
based on a percentage of the value of invesiments under management.

Corporate governance Throughout the year to 31 March 2000 the
Company complied with the provisions set cut in Section 1 of the
Combined Code on corporate governance {“the Combined Code™
save in relation to Code Provisicr A.6.2 {re-election of Directors) further
details of which are set out below.

The Company's approach to corporate governance The Company has a
nolicy of seeking fo compiy with established best practice in the field of
corporate governance. [n addition, one of the core values communicated
within the Group is a beiief that the highest standard of integrity is
essential in business. The Group has an express aim of respecting the
needs of shareholders, staff and businesses in which it invests.

The Board's responsibilities and processes The Beard is responsible to
shareholders for the overall management of tha Group. It determines
matters including financial strategy and planning and takes major
husiness decisions. it is assisied by various specialised Committeas of
the Board, ali of which have written terms of reference that are reviewed
from time to time. Detalis of the principal Board Committees are set out
below. The organisational structure put in place by the Board is further
described balow under the heading “internal controf”
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The regular reports and papers received by the Directors before Board
and Committee meetings are supplemented by information specificaily
requested by the Directors from time to time.

Roies of the Chairman and the Chief Executive The division of
responsibilities between the Chairman and the Chief Executive is clearly
defined and has been in place for some years. The Chairman leads the
Board in the determination of its strategy and in the achievement of its
objectives. He is responsible for organising the business of the Board but
has no invoivement in the day to day businass of the Group. The Chief
Executive has direct charge of the Group on a day to day basis and is
accountable to the Board for the financial and operational performance
of the Group.

The Board’s membership All the non-executive Directors including

the Chairman are considered by the Board to be independent for the
purposes of the Combined Code. The Beard has regard to the potential
relevance and materiality of a Directors’ interests and refationships
when assessing independence rather than applying rHgid criteria in a
mechapnistic manner. Mr J W Melbourn is the Senior Independent
Director.

The balance of the Board's membership as between exscutive and
non-executive Directcrs has been reviewed by the Nominations
Committee and the Board. A formal and transparent process for the
appointment of Directors has been established with the objective of
identifying the skill and sxperience profile required of new Directors
and identifying suitable candidates.

The varied backgrounds of the non-axacutive Directors {details of which
are set out in the biographies on pages 34 and 35) enable them to bring
an independent judgement to bear on the Board’s deliberations and heip
o ensure the continuing effectiveness of the executive Directors and the
Group’s management.

The Company’s Articles of Association provide for Directors to be
re-eiected at the first Annual General Meeting (“AGM") after their
appointment as Directors. Under the Articies the number nearest to,

put not exceeding, a third of Directors are required to retire by rotation.
Additionaily, at the Company's 1999 AGM, the Articles were amended to
provide that ail Directors are required to submit themselves for re-election
at least every three years as required by the Combined Code.

The Directors The Company has developed a training programme,
which provides a framewaork within which training for new Directors can
be planned. Newly appointed Directors are offered refevant training on
the responsibilities of Directors of a listed company.

All non-executive Directors on appointment have discussions with

the Chairman and the Chief Executive following which appropriate
briefings on the Cormpany’s business and its procedures are arranged.
The Company provides opportunities for non-axecutive Directors to
ebtain a thorough understanding of the Company’s business by meeting
members of the senior management team who in turn arrange as
required visits to key investment offices and support departments.
Tre non-executive Directors are encouraged 1o let either the Chairman
or the Company Secretary know if there are any particuiar individuals
in the Company they would like to meet or if there are any areas of the
Company’s business in which they are particularly interested.

The Company has procedures for Dirsctors to take independant legal
advice, if necessary. All the Directors have access to the advice and
services of the Company Secretary.

The Board'’s Committees The Board has astablished a number of

Commitiees to assist it in fulfiling its responsibilities.

Details of the work and compesition of the Audit and Complance
Committee are set out below under the heading “internai controf”.

The Naminations Committee comprises Sir George Russell (Chairman),
Mr J W Melbourn, Lord Camovs, Dr J R Forrest and Mr B P Larcombe.
At the request of the Board, the Committee considers and makes
recommendations to the Board on the appointment of Directors and
preposes which non-executive Directors should be invited to retire,
having regard to the changing needs of the Board as a whole from time
to time.

Details of the work and composition of the Remuneration Committee are
set out in the Remuneration report.

The Valuations Committee comprises both executive and non-executive
Directors and considers and recommends to the Board the valuations of
the Group’s investments to be included in the interim and final accounts
of the Group.

The Company's relationship with its shareholders The Company
recognises the importance of maintaining a purposeful relationship

with all its sharehoiders. The Gompany uses its AGM as an apportunity
to communicate with its sharehoiders. At the meeting business
presentations are made by the Chief Executive and the Finance

Directer. The Chairmen of the Remuneration, Audit and Compliance

and Nominations Committess are available to answer sharshoiders’
questicns. In addition, the Chief Executive and the Finance Director,
together with the Director of Corporate Affairs, meet with the Company’s
principal shareholders to discuss relevant issues as they arise.

At the AGM held on 14 July 1999, details of proxy votes received
were made available in accordance with the recommendations of the
Combined Code.

In accordance with the Combined Code, the Notice of the 1992 AGM
was dispatched to shareholders not less than 20 working days before
the meeting.

Portfolio management and voting policy In relation to unquoted
investments, the Group's approach is to seek to add value to the
businessas in which the Group invests through the Group’s extensive
experience, resources and contacts. in refation to quoted invesiments,
the Group’s policy is to exercise voting rights on matters affecting the
interests of the Group and its managed funds. The Group would in
general support resolutions which are within the quidefines issued by
the Association of British Insurers and the National Association of
Pensions Funds.

Environmental and ethical policy An executive Director is responsible
for the Group’s envircnmental policy and fer monitering environmental
performance, including both envirenmental issues relating to businesses
in which the Company invests and the Group’s direct impact on the
environment through the consumption of energy and other resources.

Although the Group does not control the businesses in which it invests,
account is taken of environmentai issues when making investment
decisions. The Group endeavours to invest in businesses whose
managers act responsibly in environmental matters.

The Group’s policies and performance are reviewed on a reguiar basis.
The Group's policy in relation to its direct impact on the environment, is
to measure energy and rescurce usage where practicabie and to set
targets for improvementis. Environmental issues are considared when
choosing suppiiers. Paper and other materials are recycled where
feasible.
Ethical issues are also considered in the normal course of business.
The Group has corporate values designed to help guide al! the Group’s
smployees in thelr conduct and business relationships. In everything the
roup does it aims 1o be commetcial and fair and ¢ maintain its integrity
and professicnalism.

Charitable and community support No political donations were made
during the pericd. Charitable donations made by the Group in the year
o 31 March 2000 amounted to £412 489,
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Employment The Group’s employment policies are designed to provide
a competitive reward package which will attract and retain high quality
staff, whilst ensuring that the cost element of these rewards remains

at an appropriate level. Remuneration policy is reviewed by the
Remuneration Committee of the Board, comprising five non-executive
Directors including the Committee Chairman, Mr J W Melbourn.

All UK empioyees receive a basic salary and are eligible for a
performance related bonus. The Group operates an Inland Revenue
approved employee profit sharing plan and an Inland Revenue approved
savings related share option scheme to encourage employees’
involvement in the performance of the Group and also operates share
option plans and the Management Equity Investment Pian for senior
executives and investment staff. Further details relating to these plans
and the numbers of employees who pasticipate in them are sst out in
the Remuneration report.

As at the most recent valuation date over 96% of UK employses were
members of the 3i Group Pension Plan (details of which are set out in
the Remuneration report).

In its international operations, the Group’s remuneration policy is
influenced by market conditions and practices in the countries in which
it operates. The overall remuneration package of overseas employees
is similar in structure to that available to UK employees, except that
emplcyees outside the UK (other than expatriate UK employees) do
not participate in the 3i Group Pension Plan. Instead they participate in
local state or private pension schemses as appropriate to local market
conditions. Continental European and US axecutives may alsc participate
in “carried interest” schemes, which link executive remuneration to the
performance of investments in continental Eurcpean countries and

the US.

The Group's policy is one of equal opportunity in the selection, training,
career development and promotion of employees, whether disabled or
otherwise, The Group treats applicants and employees with disabilities
equally and fairly and provides facilities, equipment and training to
assist disabled employees to do their jobs. Should employees become
disabled during their employment efforts are made to retain them in
their current employment or to explore the cppertunities for their
retraining or redeployment within the Group.

Employee appraisals and informal consultations, which are the Group's
principal means of keeping in touch with the views of its employees,
have been maintained and developed during the period. Managers
throughout the Group have a continuing responsibility to keep their
staff fully informed of developments and to communicate financial
results and other matters of interest. This is achieved by structured
communication including reguiar meetings of employees.

Health and safety The Group recognises the high standards required to
safeguard the health, safety and welfare of its employees at work, its
customers and the general public. To ensure these high standards are
met the Group has put in place appropriate policies and procedures.

Policy for paying creditors The Group’s policy is to pay creditors in
accordance with the CBI Prompt Payers Code of Good Practice coples
of which can be obtained from the Confederation of British Industry at
Centre Point, 103 New Qxford Street, London WC1A 1DU. The Company

" had no trade creditors during the year. 3i plc, the main trading company
of the Group, had trade creditors outstanding at the vear-end
representing ten days of purchases.

Statement of Directors’ responsibilities The Directors are required by UK
company law to prepare accounts which give a frus and fair view of the
state of affairs of the Company and the Group as at the end of the pericd
and of the profit for the period. The Directors have responsibility for
ensuring that proper accounting records are kept which disclose with
reasonable accuracy the financial position of the Group and enabie them
to ensura that the accounts compiy with the Companies Act 1985.

They have a general responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities. Appropriate accounting policies,
which foliow generally accepted accounting practice and are explained in
the notes to the accounts, have been applied consistently and applicable
accounting standards have been followed. In addition, reasonable and
prudent judgements and estimates have been used in the preparation

of the accounts.

Going concern The Directors are satisfied that the Company and

the Group have adequate resources to continue to operate for the
foraseeable future. For this reason, they continue to adopt the “going
concern” basis for preparing the accounts,

internal control The Board is responsibie for the Group's system of
internal contrel and for reviewing its effectiveness. Such a system is
designed to manage rather than eliminate the risk of failure to achieve
business objectives and can provide only reasonable and not absolute
assurance against material misstatement or loss.

The full Board meets reguiarly and has formally adopted a schedule

of matters which are required to be brought to it or its duly authorised
Committeas for decision, aimed at maintaining full and effective control
over appropriate strategic, financial, operational and compliance issues.
The Board has put in place an organisational structure with clearly
defined lines of responsibility and delegation of authority. There are
also established procedures for planning and capital expenditure, the
making of investments and for informaticn and reporting systems for
manitoring the Group's businesses and their performance.

An Audit and Compliance Committee comprising Mr J W Melbourn
{Chairman), Lord Camoys, Dr J R Forrest and Mr O H J Stocken, alt
independent non-executive Directors, reviews the effectiveness of
the internal control environment of the Group and receives regular
reports from the internal and external auditors and Risk Committee.
Risk Committee is a management commitiee of the Chief Executive
whose purpose is to review the business of the Group in order to
ensure that business risk is considered, assessed and monitored as
an integral part of the business.

There is an ongoing process for identifying, evaluating and managing the
Group’s significant risks. This process was in place for the year ended

31 March 2000 and up to the date of approval of the annual Report and
Accounts. The process is regularly reviewed by the Beard and accords
with the internal control guidance for Directors on the Combined Code,
issued by the Turnbull Committee.

The process established for the Group includes:

Policies
* A planning framework which incorporates a Board approved rolling
Three-Year Plan, with objectives for each business unit.

+ Manuals of policies and procedurss, applicable to all business units,
with procedures for reporting weaknesses and for monitoring corrective
action. *

« A code gf business conduct, with procedures for reporting compliance
therewitn.

Processes

= Appointment of experienced and profassional staff, both by recruitment
and promoticn, of the necessary calibre to fulfil their allotted
responsibilities.

* A comprehensive system of financial reporting io the Board, based on
an annual budget with monthly reporis against actual results, analysis
of varfances, scrutiny of key performance indicators and regular
re-forecasting.
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Formal business risk reviews performed by management which
evaluate the potential financial impact of identified risks and possible
new risk areas, set control, mitigation and monitering procedures
and review actual occurrences identifving tessans to be learnt.

Regular treasury reports to the Board which analyse the funding
requirements of each class of assets, track the generation and use
of capital and the volume of liquidity, measure the Group's exposure
to interest and exchange rate movements and record the level of
compliance with the Group’s funding objectives.

Well defined procedures governing the appraisal and approval of
investments inciuding detailed investment and divestment approval
procedures incorporating appropriate levels of authority and regular
post investment reviews.

Verification

* An internal audit department which undertakes periodic examination
of business units and processes and recommends improvements in
controls to management.

* The external auditors who are engaged o express an opinion on
the annual accounts.

An Audit and Compliance Committee of the Board, consisting of
independent non-executive Directors, which considers significant
control matters and receives reports from the internal and external
auditors on a reguiar basis.

The internal control system is monitored and supported by an internal
audit function that operates on an international basis and reports to
management and the Audit and Compliance Committee on the Group’s
operations. The work of the internal auditors is focused on the areas of
greatest risk to the Group determined on the basis of a risk management
approach to audit. The external auditors independently and objectively
review the approach of management to reporting operating results and
financial condition. In co-ordination with the internal auditors they

also review and test the system of internal financial control and the
information contained in the Report and Accounts to the extent
necessary for expressing their opinion.

The Audit and Compliance Committee recegnises the importance of
ensuring the independence and objectivity of the Company’'s auditors
and reviews the service provided by the auditors, the level of their fees
and that element comprising non-audit fees. The non-audit fees are
mainly in respect of work wherg it would not be sensibie cr sconomic
for the Company to instruct other accounting firms.

Auditors In accordance with section 384 of the Companies Act 1985 a
resolution proposing the reappointment of Ermst & Young as auditars of
the Company will ba put o Members at the Annual General Meeting.

By order of the Board

-

AW W Brierley, Secretary
24 May 2000 \

Registerad Office
91 Waterioo Road
London SE1 8xXP
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This report deals with Directors’ remuneration for the year to 31 March
2000 {“the year”). Further details relating to the Group's employment
policies are set out on page 38§ in the Directors’ report.

Composition and terms of reference of the Remuneration Committee
The Remuneration Committee (the Committee) consists only of
independent non-executive Directors. ts members during the year
were Mr J W Melbourn (the Committee Chairman), Sir George Russell,
Dr J R Forrest and Baroness Hogg, all of whom served throughout the
year, and Mr F D Rosenkranz who was appointed a member with effect
from 22 March 2000. The Committee’s terms of reference take into
account the provisions of the Combired Code on corporate governance.
In accordance with its terms of reference the Committee considered
and dstermined the specific remuneration packages for each of the
executive Directors. In addition the Committee has considered and
made recommendations to the Board on the Company’s framework

of executive remuneration and its costs.

The Committee has the bensfit of advice from the Company’s

Human Resources department and from an independent remuneration
consultant who attends Committee meetings., Mr B P Larcombe, the
Chief Executive, alsc attends Committee meetings except when the
Committee discusses his remuneration. None of the Directors sit with
each other an the boards of other quoted companies.

" Market background The Company operates in the venture capital sector
where most of its competitors offer senior employees co-investment
schemes or “carried interest” schemes under which execuiives share
directly in the profits on investments made by their empiloyer. In order
to ensure that staff of the right calibre are attracted and retained, the
Company offers a package of rewards which are designed to align
the interests of employees with these of shareholders and to be
competitive with rewards offered elsewhere in the venture capital
industry. At the present time competition for quality, trained investment
execuUtives is particularly aggressive. In continental Eurcpe and the US,
the Group operates a number of carried interest schemes. The Company
is introducing a carried interest scheme for executives in the UK,
Singapore and Japan which will be linked to the performance of
investments in executives’ business units. The executive Directors
will not participate in this new scheme.

Executive Directors' remuneration The base salaries and other benedits
of the executive Diractors are determined by the Cormmittee, on behalf
of the Board, in the light of the need to attract, retain and motivate
Directors of the calibre required. The Committee has due regard to
competitive market data in relation {o similar jobs in comparabie
organisations including other FTSE 100 companies and cther financiai
institutions including venture capital organisations. The Committee is
sensitive 1o wider issues including pay and employment conditions
elsewhere in the Group when setting executive Directors’ pay levels
and takes into account the Company’s reward strategy generally,
before deciding specific packages for the executive Directors.

The Company's policy is that the performance reiated elements of
compensation should form a significant proportion of the potential
total rewards of the executive Directors. The executive Directors’
performance related compensation is also designed to encourage
investment in, and the hoiding of, shares in the Company so as to
align the interests of Directors and shareholders.

The remuneration packages of the executive Directors comprise:
(a) base salaries;

{b) annual cash bonuses;

o] profit share;

{d) deferred share bonuses; and

{e) long-term incentives.

Base salaries Executive Directors’ base salaries are determined by
the Committes in the manner refatred to abovs.

Annual cash bonuses All employees, inciuding executive Directors, are
eligible for non-pensionabie discretionary annual cash bonuses which
are determined on the basis of a format individual performance appraisal
system and Group performance.

Profit share All eligible UK employees, including executive Directors,
participate in an Inland Revenue approved profit sharing plan under
which, at the discretion of the Board, a sum up to, but not exceeding,
the lesser of £8,000 and 10% of base salary may be appropriated to
gnable the trustee of The 3j Profit Sharing Plan to acquire sharas in
the Company at current market value on behalf of each participant.
The factors which the Board takes into account when exercising its
discretion include Group performance. Eligible UK employees may
instead choose to be considered for a discretionary cash benus of an
equivalent amount. These benefits are not pensichabie.

Deferred share bonuses Share bonus awards are offered under the terms
of The 3i Group Management Equity investment Plan established with
shareholder approval in 1994. These provide executives chosen at the
discretion of the Committee with the opportunity to receive an additional
bonus in the form of shares in the Company. Awards are congidered
annually by the Committee in the light of the Group's performance.
Invitations to participate in respect of the year are proposed 1o be
extended to approximately 270 executives inciuding the executive
Diractors. Participants are awarded a conditional alfocation of shares in
the Company through an employee benefit frust and can exercise their
right to acquire these shares at no cost to them after three years
providing they remain in employment with the Group. In addition,
exacutive Directors are required to maintain an agreed sharsholding.
The value of sharas conditionally allocated to each participant is
calculated as a fraction (which is the same for all UK participants in
respect of the year) of annual cash bonus and profit share. These
awards are not pensionable.

Long-term incentives

Share options In accordance with relevant institutional guidelines the
aggregate exercise price of options granted since the Company’s
flotation to each participant under The 3i Group 1994 Executive Share
QOpticn Pian is fimited to not more than four times annual remuneration.
The Committee determines grants of options to executives in the

light of individual performance. The Commitiee’s poiicy is that awards
should be phased so that the full award is achieved after three annual
grants. Grants are algo considered to reflact promotions or increases
in remuneration since the previous grant. Options are exercisable
subject to achievement of a performance target based on increases

in Group net assets as described in note 2 on page 43 below.

During the year options were granted to a total of 3171 empioyses
including the executive Directors.

Sharesave scheme All eligible UK employees, including executive
Directors, may participate in the Inland Revenue approved savings
related share option scheme approved by sharsholders in 1998.

I December 1999 three, five and seven year options {over a maximum
of 2,355 shares in the Company) were granted to 199 employees at

an exercise price of £7.80 per share in consideration of the employee
entering into a related savings contract.

Long-term incentive awards Executives who receive a share bonus
award under the Management Equity Invesiment Plan may aiso be
offered, at the discretion of the Committee, awards linked to the longer
term performance of the Group. Executives offered such performance
linked awards under the plan are conditionally allocated shares which
will vest at the end of a five vear vesting period, depending on totai
sharehoider return over a three year performance period. No sharas
vest unless a minimum performance hurdle, specified at the time

of grant, is achieved. All shares vest if a siretching performance
condition is satisfied and, at performance between these levels, a
proportion of the sharas vest. During the vear performance linked
awards wera granted to 155 executives including the axscutive
Directors, These awards are not pensionable.
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Non-executive Directors’ rernuneration The remuneration of non-executive Directors including the Chairman and Deputy Chairman is determined
by the Board, within the limits set by the Company’s Articles of Association, having taken advice from the Board's independent remuneration
consultant. The basic non-executive Director’s fee during the year was £20,000 per annum until 1 October 1999, £22,000 until 1 February 2000
and £25,000 thereafter (1999: £20,000). These fees are augmented by fees for service on certain Board Committees. Details of the Chairman's
and Deputy Chairman’s remuneration for the year are provided in the table below.

The table below provides details of Directors’ emoluments during the year.

{Nota 5) {Note: 5)
(Note 2) Total emoluments Total emoluments '?Jnor:xl:ﬂ fe sfl?:rgg '?)noI:ll:ﬂ Sifm
Base Annual {Note 2) {Note 3) Year to Year 10 Year to Year 1o
salary/fees cash bonuss: Profit share Benefng 31 March 2003 31 March 1992 31 March 200% 31 Marcn 1992
Executive Directors 7 N T
B P Larcombe N 345,000 258667 8,000 13,743 625410 526,553 133,333 110,000
M M Gagen 316222 175333 8000 13276 512831 343208 91,667 67,000
R W Peny {appointed 1.9.99) 102,088 152,000 8000 8157 270,245 ' - 80,000 -
M J Queen 202500 175333 8,000 12,034 397,867 223,890 91867 67,000
DrRDMJSummers 226,250 192,000 8,000 13,113 439,363 388,931 100,000 84,000
P B G Willams 218751 175333 8000 11,817 413901 342,318 91,667 67,000
Non-executive Directors - o ' ' S o -
Sir George Russell T 149,000 T T 149,000 148,000 - -
JW Mebourn 60915 - - - 60,915 76,000 -
The Lord Camoys 28,883 -~ - - 28ee3 28000 - -
DrJ R Forrest 28883 - - — 7 28883 28000 - -
W J R Govett (retired 15.7.98) - - 0 T -7 742 - -
The Baroness Hogg 28883 - e 28,883 26,000 - -
F D Rosenkranz (appointed 25.1.00) 4672 - o~ = 4,672 - C -
O HJ Stecken jappointed 1..99) 18000 - - - 18000 - - -
Pension contribution B T o - T o S
{before tax) - note 4 87,672 - - - 87,8672 86,672 - -
Total 1817719 1,128,666 48,000 72140 3,066,525 2,321,996 588,334 296,000
Notes

1 Mr RW Perry and Mr O H J Stocken ware appointed as Directors on 1 September 1999 and Mr F D Rosenkranz was appointed a Director
on 25 January 2000. Accordingly there are no prior year Directors’ emociumenis for these Directors and the emoluments shown are for the
period from the date of appointment.

2 The annual cash bonuses and profit share relate to the year to 31 March 2000 and have been accrued in the accounts for that period.
These amounts are expected to be paid in June and July 2000 respectively.

3 "Benefits” represent the estimated money value of benefits in kind received including the provision of company cars and benefits under the
Staff House Loan Scheme save that the amounts shown for Mr B P Larcombe include an amount of £12,672 representing 2 ¢ash allowance
under the Group's ¢ar scheme.

4 The pension contribution is in respect of a contribution to a funded unapproved retirement benefit scheme for Sir George Russell, the Chairman.

5 Save as mentioned in this Note 5 the amoungs shown as “"Annual deferred bonus — shares” relating to the year to 31 March 2000 represent
share bonus awards under the Management Equity Investment Plan, Providing the Director accepts the offer to participate in the plan, shares
with a value equal to that amount will be conditionally aliocated to the Director in June 2000 and the Cirector will be entitled to acquire those
shares at no cost fo him three years later, if the conditions refemed to on page 40 have been met. The ameunts shown for the vear to 31 March
1999 represent share bonus awards made in respect of that period. For US iegal and regutatory reasons the annual deferred bonus-sharas for

the year tc 31 March 2000 shown for Mr M M Gagen may be provided through a separate arrangement providing equivalent benefits.

6 Payments totalling £2,500 were made during the year to Mr W .J R Govett, a former Director, in respact of his directorship of Gardens Pension
Trustees Limited, cne of the trustees of the 3 Group Penston Plan.
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Directors’ share interests Details of Directors’ interests in issued shares in the Company are set out in note 37 to the accounts on page 73.

Share options The table below provides details of executive share options held by the Directors who held office during the year.

Options to subscribe for shares
Granted Exercised Maﬂ(gg%ﬁat;: Date from
Held at during during Held at Exercise price of exertise which
1 April 1999* the year the year 31 March 2000 £ £ exercisable Expiry date
BP Larcombe 59,247° _ - eezar 1.68  3007.96  29.07.03
18,500 - 18,500 3.34 050198  04.01.05
""" ] 20600 - 20,600 423 141298 13.12.05
98,200 - g8200 450 250699  24.06.06
B 99,802 o ) -~ 99,802 520 T 180600  15.06.07
T 72,200 o TS T 72,200 6.64 220601  21.06.08
- ' 45,654 45,654 7.28 06.07.02 05.07.09
368,558 45,654 - 414212
M M Gagen 48,9347 24,467 24 467" 1.68 794 300796  29.07.03
B 10,0007 5,000 5,000" 2.72 794 220697  21.06.04
- N 124,000 S 24000 - 3.61 794 030798  02.07.05
78,850 78.850 - 450 781 250609  24.06.06
T 91013 - 91,013 5.20 160600  15.06.07
- T 30,454 S T T 30,454 664 220601  21.06.08
o o 9,006 ) 9006 7.8 0607.02  05.07.09
283,251 9,006 132,317 158,940
R W Perrv (appointed 1.9.99) 18,350 - 18,350 1.68 3007.99  29.07.03
T " 14,000 o 14,0000 2.72 200697  21.06.04
o ) 1,600 ) - 1600 361 03.07.98  0207.05
B " 38,700 - 38,700 450 2506.99  24.06.06
T 40,800 - 40,800 e 06.01.00  05.01.07
- 58,378 - 8831 511 171200 16.12.07
" 20381 ) - 29,381 567 16.12.01  15.12.08
- T 10734 - 10,734 7.28 06.07.02  05.07.09
211,943 - 211843
M J Queen 40,370 40,370 - .43 1002 220195  21.01.02
o 12,233 . 12,233 - 143 1002 310795  30.07.02
o S gl 42,817 - 188 1002 300796  29.07.03
4000t - 40000 272 22.06.97  21.06.04
- S B 180 - 180 361 03.07.98  02.07.05
T 40850 - 40,850 450 25.06.99 24.06.06
S 37,073 - 37,073 5.20 T 180600 15.06.07
 e2TT - et eB4 220601 21.06.08
o T 36,002 36,002 7.28 06.07.02  05.07.09
241,320 36,002 95,420 181,902
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Options to subscribe for shares continued

Market price
Granted Exercised on date Date from
Held at during during Held at Exercise price of exercise wihich
1 April 1998* the year” the year 31 March 2000 £ £ exercisable Expiry date
DrR I M J Summers o 22,714 - 22,714 1.68 30.07.99 29.07.03
' 14,800 - 14,800 3.34 050198  04.01.05
18,050 - 15,050 4.23 141298  13.12.05
_____ o 88,500 - 88,500 4.50 2506.99  24.06.06
- 11,180 - 111,180 5.20 16.06.00  15.06.07
I 14,632 - 14,632 5.64 2206.01  21.06.08
o 35,270 35,270 7.28 06.07.02  05.07.09
266,876 35,270 - 302,146
P B G Willams 18,350 - 18,350 168 300799  29.07.03
10,000* - 10,000" 272 220887 210604
23300 - 23300 334 050198 04.01.05
T T o9350 o - 29250 423 ; 141298  13.12.05
59,500 - 598600 450 o 250698  24.06.06
7 95343 - 95,343 520 160600  15.06.07
o T 3ossa T - 30454 664 220801  21.06.08
B o 9,006 7 gpoe 728 06.0702  05.07.09
266,397 9,006 - 275,403

* of these options half become exercisable on the date shown and hali do not become exearcisable for a further three vears from that date.

* these options become exarcisable three yvears from the date shown.

-

options shown as held at 1 April 1999 and granted during the year are, in the case of Mr R W Parry, those held at 1 September 1999
{being the date of his appointment) and those granted during the year since that date.

Notes

1 Options granted before 1895 were granted under The 3i Executive Share Option Plan (the 1984 Plan) and are normally exercisable between the
third and tenth anniversaries of the date of grant. However, in the case of options granted in July 1993 and thereafter, half of the options granted
may not normally be exercised before the sixth anniversary of the date of grant. In addition, options granted in July 1993 and thereafier are
normaily exercisable only if the net asset value per share on the last day of the financial period ending immediately before the third anniversary of
the date of grant or on the last day of any financial period thereafter, is equal to or in excess of the net asset value per share on the date of grant
compounded by the respective annual percentage movement in the Retail Prices Index. No further options can be granted under the 1984 Plan.

2 Cpiions granted in 1995 and thereafter were granted under The 3i Group 1894 Executive Share Option Plan {the 1984 Plan) and ars normally
exercisable between the third and tenth anniversaries of the date of grant provided that the relevant performance target has been met over a
rolling three year period. The performance target requires that the adjusted net asset value per share (calcuiated after adding back dividends
paid during the three year performance period) at the end of the three year period is equal fo or in excess cf the net asset value per share at the
beginning of the three year pericd compounded annually over the three year period by the annual increase in the Retail Prices Index plus 4%.

3 Options under the 1984 Plan and the 1994 Plan have been granted with exercise prices not less than the prevailing market vailue. Options are
granted at no cost to the option holder.

4 No options held by Directors iapsed during the year.

5 The mid-market price of shares in the Company at 31 March 2000 was 1318p and the range during the period 1 April 1999 to 31 March 2000,
was 627.5p to 1492p.

& The aggregate of the amount of gains made by Directors on the exercise of share options was £1,353,130 (1999 £nif). The amount
attributabie to Mr B P Larcombe was Enil (1899: £nil).
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Long-term incentive awards The following table provides details of the performance linked awards made to Directors under the Management Equity
Investrnent Plan during the year. These amounts represent the number of shares provisionally allocated and which will vest in the Director at the end
of a five year vesting pertod if a performance condition relating to total shareholder return over a three year performance period, specified by the
Committee at the time the award is granted, is satisfied. No shares vest unless a minimum performance hurdle is achieved. All shares vest if the
performance condition s satisfied in full. At performance between these levels, a proportion of the shares vest. In setting the performance condition
which is the same for all recipients of the performance linked awards, the Committee adheres firmly to the principle that executives should only
benefit where significant and measurable enhanced shareholder value has been created.

Conditional Conditional Conditional alimaﬁ%gg?lm Conditional
allocation as at  allogation made allocations vested  during the year  allocations as at
1 April 1988 during the year during the year Valug 31 March 2000
- i Shares Shares Relsase year Shares 4 Shares
B P Larcombe ) 17313 T 002 "
o 7,682 2003 -
12,714 2004 - = 37,709
MM E—I:Egen 28,353 2002
T _ﬂ T ) 1,852 ooz ‘
) T 38,182 2004 - - 68,187
R W Pemy” {appointed 1.9.99) 23,540 2002 )
- - T T T ez 2004 - S 243_85
M J Queen 27,348 2002
- ) o T 46,817 2004 - - __ﬁ,'{es
Dr R DM J Summers 22,175 2002
T  amie 7 oo T B
) o 7,407 2004 - - 33,701
P B G Wiliams _2B353 2002
’ 152 2003 o -
T o ) 8,333 o 2004 - 3_8?(%

* the cenditional allocation made during the year to Mr R W Perry was made before his appoiniment as a Director.

Pension arangements The Chairman and all the executive Directors are members of the 3i Group Pension Plan which is a defined benefit
non-contributory scheme to which, at the most recent valuation date, over 96% of UK empioyaes befonged. The pian provides for a pension, subject
to [nland Revenue limits, of two-thirds of basic annual salary (imited to the Eamings Cap whera this applies) on retirement (normally at age 60) after
25 years’ service and less for service under 25 years. The plan alse provides life cover of four times salary, pensions payable in the event of il health
and spouses’ pensions on death. Further details of the plan are set out in note § to the accounts on page 56.

Details of the pension entittements of Directars who sarved during the year are provided in the table below.

Increase in leaver pension
entitiement {exciuding
inflation) during the year to

Total accrued
leaver pension

Complete yoars

31 March 2000 arising from

antitiement at

Age at of service at employment as a Directer 31 March 2000

31 March 206G 31 March 2000 - 000 p.a. _ EO00pa.

Sir George Russell i S e 8 I 91

B P Larcombe __ - S o 46 25 - 378 2452

MM Gagen o 44 15 153 894

R W Perry o T s 14 20 68.8

MJQueen - a8 12 T 1200 59.1

DrRDMJSummers T 55 27 Y 160.2

P8 G Wiiams o - 54 29 114 154.2
Note

The total accrued leaver pension entitiement at 37 March 1899 of Mr B P Larcombe was £205,100 per annum.
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Pension arrangements continued The pensions shown above become
payable at a Normal Retirement Age of 60 (or immediately if the member
is already over the age of 60). Certain members have guaranteed early
retirement rights in order to comply with EC sex equality requirements.
In the figures given above, the value of these rights has been converted
into extra deferred pension of equal value to these rights. On early
retirernent from active membership of the pian, there is a discretionary
practice of permitting retirement in accordance with published enhanced
terms, This is not available to deferred pensioners and no allewance for
itis made in the calculations of cash equivalents under the pian.

Deferred pensions in excess of the guaranteed minimum pension

{GMP) are increased in the deferment period according to statutory
requirements {subject to an annual minimum of 3%;). GMPs are increased
at fixed rate revaluation with increases vesting at Normal Retirement Age.
When in payment, pensions in excess of the GMF are increased in line
with cumulative price inflation since retirement (subject tc an annual
maximum of 7.5% and minimum.of 3%). On death in deferment or

after retirement, & two-thirds pension is payabie to the spouse.
Dependants’ pensions may ke payable in the absence of a spouse’s
pension. In addition, on death within the first five years of retirement,

a lump sum is payable equal to the balance of five years’ pension.

Directors' service contracts The Company’s policy is that in normai
circumstances notice periods for Directors should not exceed one yaar.
Each of the executive Directors has a contract of servics with 3i pic

{or in the case of Mr M M Gagen, 3i Corporation} under which the
nofice period is six months if given by the Dirsctor and 12 months

if given by the employer.

The Committee considers that the payment of compensation in cases
of eariy termination of service contracts should depend on individual
circumstances and the duty of individual Directors to mitigate their loss
will ailways be a reievant factor.

The Chairman is engaged by the Company under the terms of a
letter dated 1 July 1993 as amended by letters dated § March 1994,
1 February 1895, 4 April 1997, 8 Cctober 1997 and 26 July 1599.
His engagement is subject to termination by six months' notice

on the part of the Chairman or 12 months’ notice on the part of

the Company.

None of the non-executive Direciors has a service contract.

On behalf of the Board

Sir George Russall cee, Chairman
24 May 2000
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Auditors’ report

Report of the auditors to the members of 3i Group plc We have audited
the accounts on pages 47 to 78 which have been prepared under the
historical cost convention as modified by the revaluation of certain
investments and fixed assets and on the basis of the accounting
policies set out on pages 52 and 53.

Respective responsibilities of Directors and auditors The Directors are
rasponsible for preparing the Annual Report including, as described on
page 38, accounts in accordance with applicable United Kingdom law
and accounting standards. Our responsibilities, as independent auditors,
are established by statute, the Auditing Practices Board, the Listing Rules
of the UK Listing Autherities and by our profession's ethical guidance.

We report to you our opinion as to whether the accounts give a true and
fair view and are properly prepared in accordance with the Companies
Act. We also report to you if, in our opinion, the Directors’ report is not
consistent with the accounts, if the Company has not kept proper
accounting records, if we have not received ali the information and
explanaticns we require for our audit, or if the informaticn specified by
law or the Listing Rules regarding Directors’ remuneration and
transactions with the Company is not disclosed.

Wa review whsther the corporate governance statement on pages 36 and
37 reflects the Company’s compliance with the seven provisions of the
Cembined Code specified for our review by the Stock Exchange, and

“we repert if it does not. We are not required to consider whether the
Board’s statement on internal contro! cover all risks and controls, or (o
form an opinion on the effectiveness of sither the Company’s corporate
governance procedures or its risk and contral procedures.

We read the other information contained in the Annual Report including
the corporate governance statement and consider whether it is
gonsistent with the audited accounts. We censider the implications

for our report if we become aware of any apparent misstatements or
material inconsistencies with the accounts.

Basis of audit opinion We conducted our audit in accordance with
Auditing Standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts. It also includes an assessment
of the significant estimates and judgements made by the Directors in the
preparation of the accounts, and of whether the accounting policies are
appropriate to the Group’s circumstances, consistently applied and
adequately disciosed.

We planned and performed our audit so as to obtain all the information
and explanaticns which, we considered necessary in order o provide us
with sufficient evidence to give reasonable assurance that the accounts
are free from material misstatement, whether caused by fraud or other
iragularity or error. in forming our opinion we also avaluated the overall
adequacy of the presentation of infermation in the accounts.

Opinion In our opinion the accounts give a true and fair view of the state
of affairs of the Company and of the Group at 31 March 2000 and of the
results of the Group for the year then ended and have been properly
prepared in accordance with the Companies Act 1885

Ernst & Young, Registered Auditor ] S

London
24 May 2000
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Consolidated statement of total return
for the year to 31 March 2000

Revenue Capital Total Revenue Capital Total
2000 2000 2000 1999 1999 1999
em em em as restaéeg em as restatﬁe_nd
Capital profits a ' -
Net realised profits over openiné valuation o } 350.é 350.2 180.1 180.1
Net unrealised value growth in the year o 1,167.0 ) 1,167.0 20.0) (90.0)
1,517.2 1,5i7.2 2901 30.1
Total operating incoméiﬁgfore interest payable 3248 - 324."8 3079 307.9
Interest payabie o (104.4) 07N (105.1) (109.7) - {109.7)
2204 1,516.5 1,736.9 198.2 20.1 288.3
Administrative expenses S (1019  @1) (13500  (90.1) 212 (111.3)
Amaortisation of goodwiilr - - (2.6) 7 (2.6) 7 - 7 - -
Return before tax and currency translation adjustment 118.5 1,480.8 1,588.3 108.1 68.8 177.0
Tax S - (3.4) (13.0) (16.4) 22 5.4 3.2)
Return for the year before currency translation adjustment 1151 1,467.8 1,582.9 110.3 83.5 173.8
Curreﬁf:y translation adjustment o - 37 8.1) (44) R (1 7 ‘ 5.0 Eg
Total return 118.8 1,459.7 1,578.5 108.5 58.5 177.1
Total return per share
Basic (pence) ' -  199p ‘2441p  2640p  183p  115p 29.8p
Diluted {pence) : 197p  2417p  2614p  182p  115p  297p
Reconciliation of movement in shareholders’ funds
The Group The Group
2000 19989
£m m
Opening baiance - I - 38039 34889
Revenue return - 1188 1088
Capital retuom T S o 1,450.7 68.5
Total return . IE’Z%E, _ Ei
Dividends T T - (72.2) (66.3)
Proceads of issues of shares - 63.3 4.2
Movement in the year 1,569.6 115.0
Closing baiance 5,173.5 3,603.9
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Consolidated revenue statement
for the year to 31 March 2000

2000 1999
as restated
Notes £m £m
Interest receivable
Interest receivable and similar income arising from debt securities and other fixed income securitiss
held as financial fixed asset investments
Interest receivable on loan investments 2 874 _526
Fixed rate dividends 2 342 415
121.3 133.5
Other interest receivabie ar-ui similar income - 5 5?.4 m_sn:/'é
152.7 171.3
Interest payable o 4 (i 6?4) 7 _HEJMQ_T}
Net interest income 48.3 61.6
Dividend incoms from equity shares o - s 116.7 828
income from joint ventures - B 7 (1.0} 1.2
Fees recaivable T 54.4 535
Other operating income B o 20 1.4
Total operating income 2204 198.2
Administrative expenses and de;;;éciation B _g- S (101.9) (90.‘1-)
Profit on ordinary activities before tax 9 118.5 108.1
Tax on profit on ordinary activities 10 W 3.4 2.2
Profit for the year 115.% 1103
Dividends B o
Interim 12 @70  (252)
Final i N Y
Profit retained for the year 429 44.0
Earnings per share S
Basic {pence) o B - ___ 13 19.3p 18.5p
Diluted (pence) - o 1 19.1p 18.5p

There is no material difference between the reporied revenue and the revenue on an unmedified historical cost basis.
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Consolidated balance sheet
as at 31 March 2000

Assets Notes o o s -
Treasury bills and other eligible bills B -7 15.5

Loans and advances to banks 15 478.6 270.8
Loans and advances to customers 16 47"7‘5:4 0.8
Debt securities held for treasury purposes 17 190.7 T 1738
Debt securities and other fixed income securities - - ) o

held as financial fixed asset investments
Loan investimenis 18 1,296 . 1,094.3
Fixed income shares ) - ) 8 593.7_“— HF_TEE ST
i 18853 T1e238
Equity shares - T ) )
CLsted - ] o 18 1,304.0 7421 o
Unlisted s 28822 Co99t4
' h ] - 4,286.2 27333
- 61715 4,557.3
Interests in joint ventures - T i o 20 J
Shars of‘gross assets S I 1221 o 44.0
__Share of gross liabllities - - - -

—JF ) 'kW)_ B 74—__ - A a I 71722 1“ 44.6
Intangiole fixed assets ’ ) B S T
* Goodwil - ' 2 ) 755 -
Tangitle fixed assets . T ) 53.3 48.2
Other assets B - ) 557 T o 121.0 _‘Ti;S"}
Prepayments and accrued income 7 7 s 618 ) 58.8
Total assets 7,281.0 5,307.3
Liabilities
Deposits by banks o N o o 27 i 190.4 B -_—-_G@
Debt securities in issue o 28 16133 14259
Other liabilities B 69.1 50.3
A&:_ruals and deferred income o - 34 B 1793 . - 142.6
Provisions for liabilities and charges - ) - : -

Deferred tax 3 ’ Y 15.8
Subordinated liabilites - T ® 326 -
21075 1,703.4

Called up share capital 37 301.8 297.7
Share premium account - 38 3157 256.5
apital t.':e,demption reserve L 7 N 13 o 1.3
Capital reserve . B 38 : 43407w i 2,881.0
Revenue reserve T ) T owm 214.0 167.4
Equity shareholders’ funds 51735 3,603.9
Total liabilities 7.281.0 5,307.3
Memorandum items L e s o L
Contingent liabilites - - -
aa;;aﬂhtees‘agd' ;é;e-.éts pi.eciged as- collateral security ~ 48 o _’;‘:4.97 - . 232
Commitments a7 350.5 359.9

Approved by the Board

Sir George Russell cse

Brian Larcombe <
/ i \.—’:\,_, ;4” [ —

Directors
24 May 2000

Lj
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Parent company balance sheet
as at 31 March 2000

1569
£m

1999

Assets Notes em £m
L.oans and advances to banks n 15 T 273.3 91 —5—
Debt securities held for treasury purposes 17 165.9 126.2
Debt securities and cther fixed income securities o Bl B o
held as financial fixed asset investments
Loan investments o 18 -1,232.3 1,044.2 o
Fixed income sharas 18 584.4 715.9
1,816.7 1,7601 -
Equity_sﬁai::es o o h o
Listed N 18 1,2720 7258
Unlisted - T 18 28137 1,868.5 o
- ] 40887 25938
- - - - 5,902.4 - 4,353.3
Interests in joint ventures 20 . _ 120._4 B __{E}é
Shares in Group undertakings 21 7 58.9 99.1
Tangible fixed assets B 24 o 28.5 27.5
Other assets o - N E\;, o 75.0 102.0
Prepayments and accrued income - ® 508 413
Total assets 6,675.2 4,881.5
Liabilities
Deposits by banks TR 62.2 68.8
Debt securities in issue - T 11417 895.9
Other fiabilities - - EN 280.6 ) 5235
Accruaisiairgaei‘eirré'd Vincome” o . :3: - 73.3 B B 50.6
1,557.8 1,538.8
Calied up shars capital 37 301.8 297.7
Share premium account __:_ o 38 315.7 256.5
Capital redemption reserve T T 1.3 1.3
Capital reserve o " am 41384 24634
%&Iéﬁie reserve- 3a 3?562 323.5
Equity shareholders’ funds 51174 3,342.7
Total liabilities 6,675.2 4,881.5
Memorandum items N B - o
Contingent fiabilities ) o
Guarantees and assets pledged as c%[al sezcurity( - e 11.5 19.3
Commitments a7 320.0 332.2

Approved by the Board

Sir George Russell CBE
Brian Larcombe

Directors
i

24 May 2000
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Consolidated cash flow statement
for the year to 31 March 2000

2000 1989
Notes £m Em
Operating activities i
interest received and similar income arising from debt securities and other fixed income securities
held as financial fixed asset investments 114.2 126.6
Other interest received and similar income - N ) 34.6 375
Interest paid on borrowings (102.6) (113.2)
E\;d_ends receiv.e:d from equity shares o o 115.1 82.8
Fees and other neiﬂcash receipts o 54.3 51.9
Operating and administrative costs paid - T N o (109.5) N H-(_EH?)
Net cash inflow from operating activities 40 106.1 104.3
Taxation received 18.6 9.4
Capital expenditure and financial investment
Investment in equity shares, fixed income shares and loans S B \ ,277."7) {836.9)
Sale, repayment or redemption of equity sh_ares: fixed mEJ_me %%Man in\}é.-s;tméh;g ' o 1,162.0 87—2-7
Repayment of loans and advances to customers T - 04 0.4
fnvestn{é}it”;dﬁministrative expen;eb B _—(33.1)- . - ﬁ)
investment interest paid S S - won -
Net divestiment of joint vantures 8.8 1‘{ §
Disposal of investment properties and leases o - ar 6.3
Purchase of tangibie fixed assats T - 113 ©3)
Sale of tangible fixed assets ) b 12 1.4
Net cash (outflow)/inflow from capital expenditure and financial investment (148.9) 25.8
Acquisitions )
Acquisition of subsidiary undertakings S o s (182 -
Equity dividends paid (68.1) (62.8)
Management of liquid resources 45 {189.3) (20.9)
Net cash (outflow)/inflow before financing (359.8) 56.2
Financing
Debt due within one vear o o - o a4 9.3 {15.5)
Debt e after more fhan one year T i W aw0 @24
Issue of shares o 4z 63.3 ' 4.2
Net cash inflow/{outflow) from financing 381.6 537
Increase in cash a4 21.8 2.5
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Accounting policies

A Accounts presentation and convention. These accounts have been prepared under the historical cost convention modified to include certain
investments and fixed assets at valuation, and in accordance with the Statement of Recommended Practice — Financial Statements of Investment
Trust Companies ~ and applicable accounting standards, except as described below concerning the treatment of capital profits.

The Group has adopted Financial Reporting Standard 16 — Current Tax - (FRS16) for the year to 31 March 2000. This gives rise to a change in
accounting policy. The implermentation of FRS16 has no effect on the brought forward reserves of the Group. Certain comparative figures within the
consolidated revenue statement have been restated to reflect the adoption of FRS16.

As the Company is an authorised institution under the Banking Act 1987 the accounts have also been prepared in accordance with the requirements
of Part VIl of the Companies Act 1985 in respect of banking groups.

The Articles of Association of the Company prohibit the distribution of its capital profits. Accordingly, the Company’s capital profits, shown in note
38, are included in the capital reserve. In order to use consistent accounting policies in the Group accounts, the capital profits of subsidiary
undertakings have been excluded from consolidated revenue, although the capital profits of these subsidiary undertakings are distributable.

The Revenue Statement of the Company has been omitted from these accounts in accordance with section 230 of the Companies Act 1985.

B Associated undertakings and joint ventures. Entities whose business is in a field of activity which is closely related or complementary to that of the
Group and in which holdings are intended to be retained on a long-term basis and are jointly controlied by the Group and one or more venturers
under a contractual agreement are treated as joint ventures. The Directors consider that, in general, the Group’s equity share investments do not
come within the Companies Act definition of associated undertakings, since 3i does not usually exercise significant influence over the operating and
financial policies of investees. However, it is possible that, in a small number of equity share investments, 3i dees in fact exert significant influence on
occasions, and that the Companies Act provides that these be treated as associated undertakings and accounted for using the equity method of
accounting. The Directors believe that equity accounting for investments would not give a true and fair view of the incorne from the investment
activities of the Group, since this is better measured by the inclusion of dividends and interest income. it is impracticabie to quantify the effect of this
departure on the revenue profit for the year and there would be no effect on net assets. The treatment adopted is in accordance with Financial
Reporting Standard 9 — Associates and Joint Ventures.

C Goodwill. Goodwill is the difference between the cost of acquisition of shares in subsidiary undertakings and joint ventures and the aggregate fair
value of the entity’s identifiable assets and liabilities at date of acquisition. Goodwill is capitalised as an intangible asset and amortised over its
estimated useful economic life.

D Fixed assets in use by the Group. Fixed assets in use by the Group are depreciated by equal annual instalments over their estimated useful lives
as follows: office equipment five years; computer equipment three years; computer software three years; motor vehicles four years. Properties in use
by the Group are included at external professicnal valuation, which is camied out at each balance sheet date. Depreciation is not provided against
the value of the buildings as the amount is immaterial. Motor vehicles being acquired on hire purchase are capitalised in the balance sheet and
depreciated over their estimated useful lives. The interest element of the rental obligations is charged to the revenue account over the period of the
agreement and represents a constant proportion of the balance of capital repayments outstanding.

E Financial fixed assets. Loan investments, fixed income and equity share investments, together with interests in joint ventures and the shares in
Group undertakings are regarded as financial fixed assets, as they are held for long-term investment purposes.

F Valuation of financial fixed assets and investment properties. Investment packages comprising mixtures of equity shares, fixed income shares and
ioan investments, together with financial fixed assets of joint ventures, are included at valuation on the following bases:

a Listed investments are valued at mid-market price.

b Quoted shares for which an active market exists elsewhere are valued at mid-market price, except for shares guoted on secondary markets which
are valued at latest traded price less an appropriate discount for illiquidity.

¢ Unguoted equity shares are valued by the Directors as follows: where the latest accounts show a profit, the valuation is made by reference to

a price based on the application to the latest reported earnings of price-earnings ratios appropriate to similar listed investments. If the resultant
valuation is iess than half the book amount of net assets in those accounts, the valuation is based on half the book amount of those assets.

Where the latest accounts show a loss, the valuation is based on half the book amount of net assets in those accounts. In each of these cases an
appropriate discount is applied to the valuations to reflect restricted marketability and where appropriate they are modified to take account of special
factors relating to each investment which are considered to affect the valuation. Where no accounts have been received for a pericd following the
initial investment, the investrnent is valued at cost.
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d Unquoted fixed income shares and loan investments are valued at the lower of cost or recoverable amount.
e In all of the above categories of investment where failure has occurred the loss is charged against realised capitai profits.

f Deferred consideration is included at the estimated present value of the expected proceeds. Investment properties are included at external
professicnal valuation.

G Income recognition. Dividends receivable on listed shares are brought into account on the ex-dividend date. Dividends receivable on shares where
no ex-dividend date is quoted are brought into account when the right to receive payment is established. The fixed return on a foan investment is
recognised on a time apportionment basis so as to refiect the effective yield on the loan. Other incomse, including interest receivabie from derivatives,
is recognised on the accruals basis except for income from finance leases and hire purchase contracts, which is credited to revenue so as to result
in a constant periodic rate of return on the net cash investment.

H Administrative expenses. Administrative expenses which comprise the costs of making and managing investments and the management of the
Group are accounted for on an accruals basis. Costs associated with making and managing investments less fees generated as a resuit of these
activities are allocated to revenue and capital profits. Costs of management of the Group are charged to revenue profit. Costs directly associated
with the disposal of individual investments are charged to realised capital profits.

| Finance costs. Finance costs, including those of derivatives, are accounted for on an aceruals basis. Discounts, premiums and expenses arising
on the issue of bonds and notes are amortised over the period of the related borrowing.

Finance costs of borrowing that relates to the financing of investments where future capital profits as well as revenue profits can be earned, are
allocated to revenue and capital profits. Other finance costs are charged to revenue profit.

J Trading assets. Loans and advances to customers and other non-investment assets are carried at the lower of book amount and recoverable
amount.

K Deferred tax. Provision is made for deferred tax, using the liability methed, on all material timing differences which are not expected to continue in
the future. Provision is also made for deferred tax on the unrealised appreciation of investments heid by certain subsidiaries, as reduced by losses,
where these are expacted to crystallise in the future.

L Foreign currency translation. Foreign currency revenue items, assets and liabilities, including those of non-UK subsidiary undertakings, are
translated into steriing at the exchange rates ruling at the balance sheet date, with the exception of borrowings covered by forward exchange
contracts which are translated at the contracted rates of exchange. Exchange adjustments arising on the translation of investments, borrowing and
net assets of overseas subsidiary undertakings are dealt with through the appropriate reserves. Exchange adjustments arising on realised
transactions are dealt with in the revenue or capital profit for the period as appropriate.

M Pensions. Contributions made to pension schemes are charged to revenue profit so as to spread the cost of pensions over the employees’
working lives within the Group. The regular cost is attributed to individual periods using the projected unit method. Variations in pension cost, which
are identified as a result of independent actuarial valuations, are spread over the remaining service lives of the current employees, To the extent to
which such costs, after interest, do not equate with cash contributions an accrual or prepayment is recognised in the balance sheet.




54,
3i Group plc Report and accounts 2000

Notes to the accounts

1 Segmental analysis

The Group carries on its venture capital business in three geographical areas, the United Kingdom, continental Europe and the rest of the world,

principally Asia Pacific and US, and has one principal activity — the making of investments.

The Group The Group The Group The Group
United Continental Rest of Total
Kingdom Europe the world
. 2000 2000 2000 2000
Geographical areas £m £m fm £m
Interest receivabie and similar income arising from debt securities and
other fixed income securities held as financiai fixed asset investments 114.4 6.8 0.1 121.3
Dividend income from equity shares 100.6 16.0 0.1 116.7
Fees receivable 374 16.2 0.8 544
Other income 327 0.5 {0.8) 324
Total operating income before interest payabie 2851 39.5 0.2 3248
Revenue profit before tax o o i - 116.4 7.7 (5.6) 1185
Capital profit before tax 1,180.8 184.9 115.1 1,480.8
Total return before tax 1,297.2 192.6 102.5 1,599.3
Net assets 3,856.5 980.0 337.0 51735
Total assets 5,604.9 1,288.9 387.2 7,281.0
The Group The Group The Group The Group
United Continental Rest of Total
Kingdom Europe the worid
1999 1999 1999 1999
as restated as restated
Geographical areas o £m em gm £m
Interest receivable and similar income arising from debt securities and
other fixed income securities held as financial fixed asset investments 128.3 52 - 1385
Dividend income from equity shares 748 8.3 - 829
Fees receivable o . o o 423 11.0 0.2 53£
Other income 39.0 0.2) (0.8) 3B8.0
Total operating income before interest payable 284.2 243 0.6} 307.9
Revenue profit before tax 108.9 15 2.3 108.1
Capital profit before tax (55.4) 120.4 39 68.9
Total return before tax 535 121.9 1.6 177.0
Net assets 3,047.4 486.4 70.1 3,603.9
Total assets 4,697.5 538.4 71.4 5,307.3
2 Interest receivable and similar income arising from debt securities and other fixed income securities held as financial
fixed asset investments
The Group The Group The Group The Group The Group The Group
UK Non-UK Total UK Non-UK Total
2000 2000 2000 1999 1999 1999
as restated as restated
;. gm A Emo o Em
Interest receivabie on ioan investments
Uniisted 80.2 6.9 87.14 868 52 92.0
Fixed rate dividends o B
Unlisted 34.2 - 34.2 1.5 - 415
114.4 6.9 121.3 128.3 52 133.5
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3 Other interest receivable and similar income

The Group The Group

2000 1999

£m £m

Interest receivable on money market assets, treasury debt securities and similar income Nz 37.8
Interest receivable on non-investrment loans - unlisted 0.2 -
314 37.8

Interest receivable on money market assets, treasury debt securities and similar income includes £1.7 million (1999: £3.4 million) interest on prier

year tax repayment claims.

4 Interest payable

Interest payable, other than that retating to TH Technoiogieholding GmbH group, relates to the financing of assets which can only earn future
revenue profits and is therefore charged to revenue profit. Interest payable relating to TH Technologieholding GmbH group is allocated fuily to
realised capital profits, reflecting the nature of expected returns from that business.

5 Dividend income from equity shares

The Group The Group The Group The Group The Group The Group
UK Nen-UK Total UK Non-UK Total
2000 2000 2000 1999 1999 1999
em em om as restaganti em as restagarﬁ
Listed 138 ) 08 14.4 136 03 139
Unlisted - Tero 7 13 S 23 61.0 8.0 69.0
100.6 16.1 186.7 74.6 8.3 82.9

6 Administrative expenses and depreciation
The Groud The Group
2000 1999
£m tm
Administrative expénses“ ' B 95.6 84.4
Depreciation ' R B o 63 57
1.9 90.1

Administrative expenses comprise:

Staff costs ) - o o
rWEgés and saaries B  bss 54.4
" Social security costs - S - 1.3 6.4
Other pension costs ) - . 3.6 1.9
83.5 62.7
Other administrative expenses 45.2 429
Total administrative expenses 1287 10586
Less: allocated direct to capital reserve (33.1) {21.2)
95.6 84.4

The average monthly number of employees during the year was 838 (1999: 774). In addition to the staff costs shown above an amount of
£7.7 million (1999: £4.5 miilion) has been charged against realised capital profits in respect of carried interest payable to employees.

Costs associated with making and managing investments less associated fee income are allocated to revenue and capital profits based on
the expected split of returns between revenue and capital. This split is currently expected to be 30% revenue and 70% capital.

7 Directors’ emoluments

Details of Directors’ emoluments are contained within the Remuneration report on pages 40 to 45.
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8 Pension arrangements

The Group operates a number of pension schemes. The main scheme, which covers most employees, is the 3i Group Pension Plan. This is a funded
defined benefit scheme, the assets of which are independent of the Group's finances and are administered by trustees. The 3i Group Pension Plan is
the subject of an independent actuarial valuation every three years. The last full valuation was made at 30 June 1998 on the projected unit method.
At that date the market value of the assets was £241.4 million, and this was sufficient {0 cover 121% of the value of the benefits that has accrued to
members, after allowing for assumed increases in earnings and benefits. The principal assumptions were as follows:

Accrued Future

liabilities contributions
Price inflation ' 3.0% 3.0%
Rate of return pre-retirernent 6.7% 8.0%
Rate of return post-retirement h 57% 8.5%
Earnings increases {excluding promotion) - - 5.5% 5.5%
Pension increases . ' 3.0% T 3.0%

Credit for the surpius at 30 June 1998 has been spread over the remaining service lives of the existing employees. The net cost for the year
ended 31 March 2000, in respect of the main plan, of £2.4 million (1999: £1.1 million) represents the net pension cost for the year, determined

in accordance with the above assumptions after deducting the appropriate proportion of the surplus. Following advice from the actuaries no
contributions have been made during the year. An amount of £5.8 million {1899: £3.4 mitlion) included in other accruals represents the cumutative
difference between the net cost and contributions made. Mr J W Melbourn was a Director of 3i Group plc and was also throughout the year a
Director of Gardens Pension Trustees Limited, one of the two Corporate Trustees of the 3i Group Pension Plan.

9 Profit on ordinary activities before tax

The Group The Group

“am o

This is arrived at after charging: - ) o
Auditors’ remuneration B o

Audit fees (the Company.VEMO.z million - 1899: £0.2 million) S 04 04

Fees for non-audit services in the UK - 0.4 0.4

Flnan;:e E:Hérge on hire purchase motor vehicles - ' 0.3 o 0.2

Depreciation on gwned assets ) 47 4.2

Depreciation on hire purchase assets " 1.6 15

Costs of the bid for Electra Investment Trust pic O T T4

It alsc inciudes fees of £2.6 million (1999: £1.8 miliion) received from external funds managed by 3i Asset Management Limited.

The auditors received fees of £0.2m for work in connection with the acquisition of TH Technologieholding GmbH. These fees form part of the
acquisition costs included in note 22.

1(_] Tax on profit on ordinary activities

The Group The Group
2000 as res;‘a%’:g
£m £m

The tax charge/(credit) for the year comprises: -
UK corporation tax at 30% (1999: 31%) 32 30
Less relief for foreign tax o B _____'7_____ 7_ '_ 7_ o - (3.2) o (3.0)
Foreign tax e " ' 3.6 1.2
Adjustment in respect of previous periods B {0.2) 3.4
Charge/{credit) for the year . 3.4 {2.2)
The chargef{credit) for the year is made up as foliows: - B
The Company and subsidiary undertakings o o 3.4 (2.3)
Joint ventures - -
34 (2.2)

No provision has been made for taxation on the Group’s share of the undistributed profits of overseas subsidiary undertakings and joint ventures
which would be liable to United Kingdom and overseas taxation if distributed as dividends.

11 Profit after tax
The amount dealt with in the revenue account of the Company is £103.9 million (1999: £101.8 million).
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12 Dividends

2000 1999
em £m
Interim paid 4.6p per share (1999: 4.3p per share paid) 27.0 25.2
Final proposed 7.6p per share (1999: 7.0p per share paid) o 45.2 411
72.2 66.3

13 Earnings and net assets per share
The Group The Group
o o 2000 1998
Revenue profit for the year . L - I T £115.1m £1 16?{1
Weighted average number of shares — Basic o 597.8m 595.0m
- ' ~ Dilusted T T T e04.0m 596.9m
Earnings pe_r share - Basic 19.3p 18.5p
T Do T o i esp
Net assets - 7 © £51735m  £3.603.9m
Number of shares B -Basic o - ©6036m  595.4m
- T —Diluted o 610.6m 600.0m
Net asset value be-r share " —Basic _ __ o N a - 85;%;5) o 605p
~Diluted T i 8470 6Cip

The difference between the basic and diluted weighted average number of shares of 6.2 million (1899: 1.9 million) is the dilutive effect of

share options.

14 Related undertakings

The Directors are of the opinicn that the number of undertakings in respect of which the Company is required to disclose information under
Schedule 5 to the Companies Act 1985 is such that compliance would result in information of excessive length being given.

In accordance with section 231 of that Act information regarding principal subsidiary undertakings and joint ventures is set out on pages 77 and 78.
Full information will be annexed to the Company’s next annual return,

As permitted by Financial Reporting Standard 8 — Related Party Disclosures — transactions or balances with Group entities that have been eliminated

on consolidation are not reported.

15 Loans and advances to banks

The Group The Group The Company The Company
2000 1999 2000 1999
L _ £m £m £m £
Repayable on demand B 41.9 220 19.8 7.0
Maturity of other loans and advances tc banks
Repayable: o . - - o ]
within three months - 4358 1843 252.7 83.2
between three months and cne year T - 63.7 - 05
between cne year and five years o 0.8 0.8 0.8 0.8
' 478.6 2708 273.3 91.5
16 Loans and advances to customers
T, i
L m
Cost S o 0.4 0.8
Maturity of loans and advances to customers o o
Repayable: ' L L
between three months and one year o _ ) 3 i 91 0.3
between one year and five years oz 0.3
after five years - o o I 0'.2
04 0.8
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17 Debt securities held for treasury purposes

The Group The Group  The Company  The Company

2000 1999 2000 1990

em £m £m £m

Repayable within one year 190.7 173.8 165.9 126.2
18 Debt securities and other fixed income securities held as financial fixed asset investments and equity shares

The Group The Group  The Company  The Gompany

2000 1995 2000 1990

i _ £m fm £m £m

Debt securities and fixed income shares

Loan investments o 7 12018 10043 12323 10442
Fixed income shares T T T 593.7 729.5—“'"__ 5844 _‘/Ts—g
1,885.3 1,823.8 1,8186.7 1,760.1
Equity shares
Listed o T 13040 7421 12720 7253
Unlisted e i 77 29822 19914 28137 18685
4,286.2 2,733.5 4,085.7 2,593.8
Maturity of debt securities and fixed income shares
Repayable within one year S - - 1308 1382 1212 123.7
Repayable after more than ‘6ne year o T T 71,752?7 -—'“1-,688.6 n —Tégsiéﬁ 7‘%5_6]
1,885.3 1,823.8 1,816.7 1,760.1
The Group The Group The Group
Eﬁ;gg inVEGh‘T"I_eOnag Fixedm
o o e
Opening balances S ’ . -
Cost T ST T T T T T 47 11534 7803
Unrealised appreciation e e 878 B9y (s08)
27335 1,094.3 729.5
Additions at cost T 7088 5222 487
Assets of subsidiary undertakings acquired ’ 208 82 -
Disposals, repaymenfs and write offs - T HBE.I)ﬂ © T eers) (1330
Transfers - e ;e
Unrealised appraciation — o S 9954 (22‘5f o 721_0.5)
Currency translation - g (113 -
31 March 2000 4,286.2 1,291.6 583.7
Represented by:
Cost T 1,700 13732 6848
Unrealised appreciation - o 25832 (e (@)
4,286.2 1,291.6 583.7
Listed
w B T T 12811 - D04
* Non-UK e 529 - o2
1,304.0 - 0.6
Uniisted
Tuk T T * T 18713 11433 5790
" Non-UK T o T T T 108 T 1483 14a
2,0822 1,291.6 593.1
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18 Debt securities and other fixed income securities held as financial fixed asset investments and equity shares continued

The Company  The Company  The Company
;qauimiy investm:?':a; Fived ";Chgrrg:
2000 2000 2000
£m Em £m
Opening balances o - o o
Cost L - 11083 1,097.1 763.5
Unrealised appreciation - 1,490.5 (52.9) (47.6)
. - 2,593.8 1,044.2 715.8
Additions at cost 674.6 506.6 46,7
Dlsposals repayments and write offs ) - T (181.3) o (256.5) _'(1 27.8)
Transfers o - 406 (315 @0
Transfers to other Group undertak:r‘léé o _ R - 7 (12 4) o (—15)_—— T
Unrealised appreciation - T 9881 (218) (41.3)
bhnency translaon (17.7) 7 7.2} L
31 March 2000 4,085.7 1,232.3 584.4
Represented by: i S .
Cost - 1,607.1 1,307.0 673.3
Unrealised appreciation ) - 257% o ___-(_72.-;)_“_ _(78879)
4,085.7 12323 584.4
Listed
CUK 12509 - 02
_.Non-UK - - N - - - .217.1 - -
1,272.0 - 0.2
Unllsted
o -  1@ees  1,1383 570.1
Non—UK o N o o 943.9 94.0 14.1
2,813.7 1,232.3 584.2

Group companies have invested in or made commitments to 13 limited partnerships. These investments represented the following proporticns of the

total commitments of all investors in these partnerships:

Partnership

3i Europe Investment- P_aﬁners No 1

3i Europe Investment Partners Nc 2
3i 94 LMBO Plan
3i UK Investment Parrtners

3i Smaller MBO VPlan

3i NPM Smaller MBO Plan
3i UKIP ll LP

3 Et._lropartner§ nLP
3i Parallel Ventures LP

Proporticn of
total commltments

T<0.01%
<0.01%
0 23%
<0 01 %
<0 01 %
710 01 %
<O_{_J1 %
. <001%

3i Europartners_lllA LP
3i Europartners 1IIB LP

3i Asia Pacmc Technology LP

3i Nippon Buyouts Venture Capltal Investment Limited Partnersh|p

o o L S001%
<0.01%
_<0.01%

0.03%

The figures represent the proportion of commitments at both 31 March 2000 and 31 March 1998, except for investments in 3i Europartners A LP,

3i Europartners IlIB LP, 3i Asia Pacific Technology LP and 3i Nippon Buyouts Venture Capital investment Limited Partnership that were made during
the year. Althaugh Group companies act as the general pariner and the manager of each partnership, since their rights as such are held in a fiduciary
capacity, the invesiments are included as equity share investments. Unrealised appreciation on unlisted equity investments :ncludes £16.2 million
{1999: £26.8 miliion) which represents the carried interest that would be received by the Group if all investments held by the iimited partnerships
were realised at their valuation on the balance sheet date. The Group received fee income and distributions of £41.5 million: (1299: £26.7 million)

from this activity.
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19 Unrealised appreciation

The Gzr%uog The G{ngg
£m £m
Unrealised appreciation represents the difference between the original cost of investments
and their carrying value, less charges
Opening balance after tax 1,448.2 1,664.0
Value surplus realised (257.2) (149.3)
Value deficit written back 49.1 229
Change in value surplus — note 38 1,167.0 (90.0}
Tax (charge)/credit ) 4.7 0.6
954.2 (215.8)
Closing balance after tax 2,402.4 1,448.2
20 Interests in joint ventures
The Group The Group The Company The Cormpany
2000 1999 2000 1999
S L oo#m  Em  Tom tm
Cost - . 435 42,5 36.9 37.2
Share of post_aéqUisi-tigr; retainéd”sur_p;lﬁses Iés-é_-lééses (3.0} - 6.0}
o 405 36.5 369 37.2
Share of unreaised appreciation . 816 7.5
Unrealised appreciaton o S 835 28
Closing batance 122.1 44.0 120.4 40.0
Details of the Group’s interests in joint ventures, which are all unlisted and outside the UK, are given on page 78.
21 Shares in Group undertakings
The Company The Company
2000 1999
£m £m
Opening balance T T S 99.1 88.4
Additions o ) 327 9.9
Disposaﬁs_ T . (20.5) -
Cabital reduction (49.8) =
Currency translation T o o 2.86) 08
Closing balance 58.9 99.1

Details of the principal subsidiary undertakings are given on page 77.

During the year 3i Holdings plc, a direct subsidiary undertaking of the Company, allotted shares to the Company by way of a bonus issue of
201 million ordinary shares of £1 each. Subsequently, 3i Hoidings pic with the sanction of the courts, reduced its share capital by £250.0 million.

The aggregate effect of this was to reduce the investment in 3i Holdings plc by £49.8 million to £0.2 million and realise a capital profit of

£200.2 million.
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22 Acquisition of subsidiary undertakings
On 3 February 2000, 3i Deutschland Geselischaft fur industriebeteiligungen mbH, a whoily owned subsidiary undertaking of the Group acquired the
entire issued share capital of TH Technologieholding GmbH. The fair value attributed to the net assets acquired was:

Book value Accounting Fair vaiue
policy to the Group
alignmgnmt em
Advances to banks T - - S : o N 10 = 0
Debt securities and other fixed income securities ) - T o
Loan investments T e g2 - ‘82
Eouity shares ‘ e e e i e B
" Unlisted ' ) . 12 84 208
Tangiblé fixed assets o - _ - - - 03
Other _asééts ) ) - 0.6
Other liabilities ) . ’ - 2.8)
Deferred tax 38 38
Subordinated liabilities N - (232)
Net assets 4.6 1.1
Goodwill ) ] a ) 784
Total cost of acquisition ) 79.2
Satisfied by:
* Shares allotted ) e ' “ o S 51.3
T . ) . - e e SRR
”Acquisition costs e 7
79.2

The accounting policy alignment arises mainly from the valuation of TH Technologieholding GmbH group’s pertfolio in line with Group policies.
TH Technologieholding GmbH group carries its investments at a bock value based on the lower of cost and recoverable amount.

The acquisition of TH Technelggieholding GmbH did not have a material effect on the iterns prescribed in Financial Reporting Standard 3 -
Reporting Financial Performance - for disclosure separately.

23 Goodwill
2000
£m
ot O P R e o e ikl
Goodwill on the acquisition of TH Technologiehoiding GmbH S 781
Cost at 31 March 2000 78.1
Amortisation - _ o
Charge for the year 7 26
Amortisation at 31 March 2000 26
Book amount at 31 March 2000 75.5

Goodwill in the year arose on the acquisition of TH Technelogiehotding GmbH (see note 22). This purchased goodwill refates to

TH Technologiehoiding GmbH's market position and the experience in early stage technology investment of its staff. It is being amortised

over its estimated useful economic life of five years, the period over which the Group expects to benefit from TH Technologiehoiding GmbH’s
reputation, contacts and skills, using the straight line method. Amortisation of goodwill is allocated fully to realised capital profits reflecting the nature
of expected returns from the business.
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24 Tangible fixed assets

The G2rg:0§ The G{guéﬁ The Comg@ The Com%
investment properties 7.3 6.3 0.4 15
Fixed assets in use by the Group 46.0 419 28.1 26.0
53.3 48.2 28.5 27.5
The Group  The Company
Investment properties 209?110 20&

Opening balances o
Cost 3.5 0.8
Unrealised appreciation Y .7
6.3 1.5
Addtions T ) R 0.5 -
Disposals {1.2) (1.1
Unrealised appreciation 7 1.7 -
7.3 04

Represented by
Cost 3.4 0.2
Unrealised appreciatior.{ - N - Ws:éﬁ - 0—2
7.3 04
Freehold 7.0 0.2
Leasehold - 50 years and over - 0.3 0.2
7.3 0.4
The Group The Group The Group The Group The Group
Properties Office  Motor vehicies Hire purchase T
equipment motor vehicles

Fixed assets in use by the Group | Zc;:DmO 205:'03 2ogorg 2% zoE()rg
Opening cost or valuation o 26.7 352 09 6.0 68.8
Additions 3.2 5.9 0.2 2.2 11.5
Assets of subsidiary undertakings acquired B - 03 __ - N f_'.__":w, —;_ 03
Revaluation in year - (6;2) - - - '{0.2)
Disposals - - ©.1) (0.4) (1.9) (2.4
Currency translation - {0.3) 0.1) - '(0.4)
Caost or valuation at 31 March 2000 29.7 41.0 0.6 6.3 776
Opening accumulated depreciation 24.4 0.3 22 %tS_Q
Charge for year 45 0.2 1.6 ﬁ
Disposals L - 0.2) (1.3} (.5
Currency translation - 0.1 - - {0.1)
Accumulated depreciation at 31 March 2000 28.8 0.3 2.5 3186
Book amount at 31 March 2000 29.7 122 0.3 3.8 46.0
Book amount at 31 March 1999 26.7 0.8 0.6 3.3 41.9
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24 Tangible fixed assets continued

The Group
Properties
2000
£m
Represented by:
Cost ; ) o 22.8
Unrealised appreciation 6.9
31 March 2000 29.7
Freehold 11.6
Leasehold - 50 years and over o T T EETX]
31 March 2000 29.7
The Group The Group
Obligations under motor vehicle hire purchase contracts 202?2 1999:
Amounts payable: ) o T o T o
within one year T B - - 1.3 1.1
between two and five yearsmﬁw 7 N T T Y 18
3.0 2.9
Finance charge allocated to future pe:;iods -------- o B (0.7) (0.5)
23 24
The Company
Properties
2000
L em
Opening valuation o - o - 26.0
Additions - o - o - B 2.9
Revaluation in year o ) ) (0.8)
Valuation at 31 March 2000 281
Represented by:
Cost S - - o 20.6
Unrealised a';;preciation B 7 - ) 75
2841
Freehold 10.0
Leasehold — 50 years and over ) - BRTY
28.1
25 Other assets
The Group The Group  The Company  The Company
2000 1999 200 1999
. £m £m Em £m
Investment leases B B L B 24 3.0 - -
Non-investment leases - - 1.2 22 - -
Tax recoverable - i 341 504 314 555
Development proper‘ties‘ T T T 0.8 - -
Other debtors B ) 82.3 79.6 436 465
121.0 138.1 75.0 102.0
Bl S
B £m £m
Agagregate investment lease rentals receivable in the year _ o 28 3.0
Rgéfégate non-investment lease and hire purchaée rentals receivable in the year 1.1 1.2
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26 Prepayments and accrued income

The Group The Group  The Company  The Company
2000 1999 2000 1999
£m £m £m £m
 Interest receivable - 626 520 455 345
Certificates of tax deposit 5.3 6.8 5.3 6.8
67.9 58.8 50.8 41.3
27 Deposits by banks
The Group The Group  The Company  The Company
- A T
With agreed maturity dates or pericds of notice o N 1904 68.8 62.2 68.8
Maturity of deposits with agreed maturity dates or periods of notice
Repayable: T ' S T T o -
* within three months - 's82 88 522 688
betweér;—fhree m_c_)nths aHd of{e-y_e~a;|:' _ i ) T - S 10.07,_ __ - —1—0_0-_“ -
between two and f'iveﬁyears — S 525 ) - - T
190.4 68.8 62.2 68.8
28 Debt securities in issue
The G£°“8 The G{g;g The Comgggg The Com1péagg
£m £m £m £m
Bonds and notes ) © 13435  1,1957 8826 7097
Other debt securities in issue - 2698 2302 259.1 186.2
1,613.3 1,425.9 1,141.7 895.9
The Groug The Group The Company The Company
Fixed rate (quaranteed) Rate Repayment 2%% 1982 20& 1959!2
3 Goup plc T T
T - S T _1075% o001 1000 1000 109.6 100.0
3i International BV S B - - N
S T 7.75% 2003 150.0 150.0
Total fixed rate 250.0 250.0 100.0 100.0
Variable rate
Unsecured loan notes T L o __7_" a M
Varigble rate o o ’ ~ 2007-2011 18.0 185 14.6 14.6
Index linked T T R 0.2 - -
Total variable rate 18.0 18.7 14.6 14.8
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28 Debt securities in issue continued

Notes issued under the £2,000 million TheGroup  TheGroup  The Company  The Company
Note issuance programme Rate Repayment £m £m em £m
Fixed rate
Public issues
3i Groupplc - 6.875% 2007 2000 2000 200.0 200.0
3i Group ple 6.875% 2023 200.0 200.0 200.0 200.0
3i Group plc o 5.750% 2032 1800 - 180.0 _
Private placings ) " 23 33.8 - 71
Total fixed rate 582.3 433.8 580.0 4071
Variable rate
Public issues
MSQIC D S 2002 o 1.00.07 1.00_0 - -
3 Holdings pe - L 2007  100.0 100.0 ’ ’
gi_Wﬁlﬁc_ i o _7_ - o 2007 i 1000 100.0 T
Private placings o 1932 193.2 188.0 188.0
Total variable rate 493.2 493.2 188.0 188.0
Total bonds and notes 1,343.5 1,195.7 8826 709.7
. The Gzrggg The G{ggg The Compary The Comq:sgs
Maturity of bonds and notes £m £m £m £m
he_pé;}égie: b B e e e : kS I
~ on demand or within one year . - es 317 80 7.0
between one and two years S 7 2700 929 170.0 85.0
7 betweentiwg;a—d five years T Y 452.9 33.0 203.0
CaMterfveyears o - 7958 5182 5046 4147
1,343.5 1,195.7 882.6 709.7
The proceeds of all foreign currency denominated bonds have been converted either to sterling or US dollars.
The Group The Group The Cempany The Company
. 2000 1999 2000 1999
Other debt securities in issue £m £m &m £m
Europeéi:l-Coal and Steel Community ) i 17 9.4 1.7 9.4
European Investment Bank 45.0 45.0 7 450 45.0
Other " - 223.1 175.8 212.4 1318
269.8 230.2 258.1 186.2
Maturity of other debt securities in issue o
Repayable: o o '
 within three months - 7 T 2149 172.1 206.6 1315
between three months and one year _ h T ] 184 9.0 15.7 7.9
between onei',.f-ear and two years . - - B 5.4 10.3 54 8.0
between two years and five years S o k 314 3838 314 38.8
269.8 230.2 259.1 186.2
The Group had the following committed multi-currency facilities at 31 March 2000 first negotiated in April 1997:
Facility Drawn D{roa\v’;;? SBagg; commitLri:’ecr‘\?fweg Maturity
- £6250m  £122.2m 18 April 2004
T - T o 0.125%  0.0625% Years1to 5
T T 0150%  0.0750% Years6to7
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29 interest rate sensitivity gap analysis

Interest rate risk emanates from the Group's loan investments and the Group's funding. The Group’s policy is that fixed rate lending is broadly
matched with fixed rate borrowings and the interest rate resetting profile of variable rate lending is broadly matched with that of variable rate
borrowings. Financial instruments including interest rate swaps are used as part of this matching process. The interest rate sensitivity gap at

371 March 2000 was:

investment activity
More than Move than More than
three months six months one year
but not but not but not
Net more than mere than more than maore than More than Non-interest
three months six months one year five years five years bea.ggg Total
0 2000 2000 2000 2000 2 2000
Assets em £m £m £m £m £m £m
Treasury bills and other efigible bills ) - - - - - - -
Leans and advances to customers - - 7 0.1 0.2 0.1 - D;l
Debt securities held for treasury purposes - - - - - - -
Debt securities and other fixed income securities
held as financial fixed assets 7 7 - ) -
Loan investments 7 - 374.4 7 26.3 4186 256.2 58341 - 1,291.6
Fixed income shares 7 - - = - - 583.7 593.7
Equity shares - - - - - 42862 4,286.2
Cther assets - - - - - 439.8 439.8
3744 28.3 41.7 256.4 593.2 5,319.7 6,611.7
Liabilities
Deposits by banks 180.4 - 10.0 - - - 180.4
Debt securities inissue 1758 £ 12)_ o _(f,SS)A 3420 480.7 - 9449
Other fiabilities B o - - - - - _271 2 271.2
S_upordinated liahilities o - - - - 328 - 3286
Shareholders’ funds - - - - - 5,173.5 5,173.5
356.2 {11.2) (33.3) 342.0 513.3 5,444.7 6,611.7
interest rate sensitivity gap 18.2 37.5 75.0 {85.6) 79.9 {125.00 -
Cumulative gap 18.2 55.7 130.7 45.1 1250 - -
Long term borrowing awaiting investment
More than Mare than More than
three months six months one year
but not but not but not
Not more than more than mare than mora than More than Non-interest
three months six months one year five years five years bearing Total
2000 2000 2000 2000 2000 2000
Assets - £m £m £m &m £m _Em em
Loans and advances 1o banks o 4786 - - - - i - “47_BE
Debt securities held for treasury purposes 169.3 214 - - - - 190.7
647.9 214 - - - - 669.3
Liabilities N
Debt securities in issue 659.3 - - (270.0) 280.0 - 669.3
659.3 - - (270.0) 280.0 - 669.3
Interest rate sensitivity gap (11.4) 21.4 - 270.0 (280.0) - -
Cumulative gap (11.4) 10.0 10.0 280.0 - - -
Combined interest rate sensitivity gap 6.8 58.9 75.0 184.4 (200.1) {125.0) -
Combined cumulative gap 6.8 65.7 140.7 325.1 125.0 - -
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29 Interest rate sensitivity gap analysis continued
Investment activity

More than More than Moare than
three months six months one year
but not but not but not
Not more than more than more than more than Mare than Non-interest
three months six menths ane year five years five years bearing Total
1999 1999 1998 1999 1999 1998 1999
Assets . 1. . &m £m Em £m £m £m
Treasury bills and other eligible bills 15.5 - - - - - 15.5
Loans and advances to customers - 0.3 - 0.3 0.2 - 0.8
Debt securities held for treasury purposes 214 - - - - - 21.4
Debt securities and other fixed income securities
held as financiaf fixed assets
Loan investments 381.4 20.7 29.3 308.3 353.6 - 1,094.3
Fixed income shares - - - - - - 7295 729.5
Equity shares S 7 - - - - - 27335 27335
Other assets - - - - - 2891 289.1
418.3 21.0 29.3 309.6 353.8 3,752.1 4,884.1
Liabilities o ) o I -
Deposits by banks 68.8 L - - - - - 68.8
Debt securities in issue o 98.9 g 9 208 314.57 565.6 - 1,002.7
Other liabilities e - - - - - 208.7 208.7
Subordinated iabilities e _ - = - - - - -
Shareholders’ funds - - - - - 3,603.9 3.603.2
167.7 2.9 20.8 314.5 565.6 3,812.6 4,884.1
Interest rate sensitivity gap 250.6 18.1 8.5 4.9) (211.8) (60.5) -
Cumulative gap 250.6 268.7 277.2 272.3 60.5 - -
Long term borrowing awaiting investment
More than More than Mere than
three months six months one year
but not but not but not
Mot more than more than more than mare than Mare than Non-interest
three months six months one year five years five years bearing Total
1999 1999 1998 1969 1999 1999 1999
Assets m L m £m £m £m
Loans and advances to banks 207.7 63.1 - - - - g?(lB
Debt securities held for treasury purposes 1234 20.0 - - - - 1524
KX 921 - - - - 423.2
Liabiities ] e
Debt securities in issue 380.0 20.0 (200.0} (200.0) 423.2 - 423.2
380.0 20.0 (200.0} (200.0} 423.2 - 423.2
Interest rate sensitivity gap (48.9) 721 200.0 200.0 {423.2) - -
Cumuiative gap (48.9) 23.2 223.2 423.2 - - -
Combined interest rate sensitivity gap 201.7 20.2 208.5 1951 (635.0 (60.5) -
Combined cumulative gap 201.7 291.9 500.4 695.5 60.5 - -

The above tables analyse the interest rate sensitivity of the Group’s non-trading book after the effect of swaps. The first section analyses assets and
liabilities associated with the Group’s investment activity. The second section analyses funds which have been raised for future investment in long

term investment assets. The funds include the proceeds of two fixed rate bonds of £200 million each, a ten year issue and a 25 year issue, placed in
the year to 31 March 1998 and a fixed rate bond of £180 million, a 33 year issue, placed in the year to 31 March 2000. These are currently swapped

1o variable rate and held in money market assets.
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30 Cumency exposures

Currency rate risk emanates from the Group’s international operations. The policy regarding cumency risk is set out in the Financial review on page
32. Currency swaps are used as part of applying that policy.

The Group's structural currency exposures at 31 March 2000 were as follows:

Variable Fixed Cther net Short term Other

rate loan rate joan investment assets before variable rate variabie rate Fixed rate
investments investments assets borowings barrowings borrowings borrowings Net assets
2000 2000 2000 2000 2000 2000 2000 2000
Currency £m Em £m £m £m gm £m gm
Sterling 4175 708.9 3,808.5 639.2 (247.1) (506.0) (819.1) 4,002.9
Euro 275 118.1 771.9 150.5 - (127.6) 92.3) 848.1
US doliar 31 7.3 2379 5.7 (118.1} - - 135.8
Swiss franc - 6.1 748 - - - - 80.9
Other - 21 116.2 0.7 (13.3) - - 105.7
Subtotal 30.6 133.6 1,200.8 156.9 (131.4) (127.6) 92.3) 1,170.6
Total 448.1 843.5 5,009.3 796.1 (378.5) (633.6) G11.4 5,173.5

Variable Fixed Other Other net Short term Other

rate foan rate [oan investment assets before variable rate variable rate Fixed rate
investments investments assels borrowings borrowings " borrowings borrowings Net assets
1999 1989 1999 1989 1999 1999 1999 1989
Currency ~&m em Em £m £m . fm  fm  fm
Sterling 366.9 609.3 2,972.3 492.0 (182.6) (299.9) {©19.1) 3,038.9
Euro 23.8 795 415 (0.9} (6.9) - - 507.0
U_S_Eigll_a_x_f_ o - 60_ ) Sﬁ i 83.1 - 0.3} (48.7) (1.4) (32.9) 14
Swiss franc - - 241 258 - = - - - 279
Other - 1.1 20.6 0.2 3.2 - - 18.7
Subtotal 29.8 88.3 541.0 (1.0} (58.8) (1.4) (32.9) 565.0
Totat 396.7 697.6 3,513.3 491.0 (241.4) (301.3) (952.0) 3,603.9

The assets and liabilities denocminated in all euro currencies have been grouped together under the heading euro.

31 Liquidlity

The Group’s liquidity policy is based on a maturity ladder approach with alt mismatch limits of cash flows between cumulative assets and cumulative
liabilities over various time periods approved by the Board. The limits for shorter periods are also agreed with the Financial Services Authority.

32 Fair value of financial assets and financial liabilities
The Group does not have a trading book and it holds all assets and liabilities in a non-trading book.

Financiaf assets

Quoted and unquoted equity investments and quoted fixed income shares are included in the consolidated balance sheet at market value or
Directors’ valuation which equates to fair value. Unguoted fixed income shares and loan investments are inciuded in the consolidated balance sheet
at the lower of cost or recoverabie amount. No liquid and active market exists, either for the unquoted fixed income share or loan investments or

their component parts. The fair value of other financial assets equates to their book value in the consolidated balance sheet.

Financial liabilities

3i's fixed rate borrowings finance mainly fixed rate loan investments and a proportion of fixed income shares and a small proportion of equity shares,
variable rate borrowings finance variable rate loan investments. As stated above these unguoted loan and fixed income share investments are
included in the consolidated balance sheet at the lower of cost or recoverable amount. These investments are not shown at an estimated market
value as no active and liquid market exists for them. The Report and Accounts therefore does not include any recognition of the effect of their yield
being above or below current market yields. However, Financial Reporting Standard 13 — Derivatives and other financial instruments: disclosures —
requires disclosure of the fair value of those elements of the Group’s borrowings that are listed even though, in some cases, the market for those
borrowings is not particularly active. The remainder of the Group's borrowings, which are unlisted, do not have a liquid or active market. The fair
value of the listed element of financial liabilities at 31 March 2000 was £1,359.5 million, {1999: £1,269.8 million} which compares with a book amount
of £1,349.6 million (1998: £1,202.4 million). These borrowings are used to fund investments which, in general, yieid a net margin to the Group and
which would therefore have a higher fair value than the fair value of the borrowing. The fair value of other financial liabilities equates to their book
value in the consolidated balance sheet.



69.
3i Group plc Report and accounts 2000

Notes to the accountis

32 Fair value of financial assets and financial liabilities continued
Derivatives

The Group does not trade in derivatives and those held hedge specific exposures and have maturities designed to match the exposures they are
hedging. It is the intention to hold all of these financial instruments to maturity and therefore no gain or loss is expected to be realised,

The book value of derivatives represents net interest receivable/{payable), on such instruments at the baiance sheet date. The fair value represents
the replacement cost of the instruments at the balance sheet date. No unrealised gains or iosses are included in the balance sheet.

The fair values and book values at 31 March 2000 of the swaps were:

e e P PR
£m £m em £m
Interest rate swaps ’ - 6.7 (42.0) 11.9 9.1
Currency swaps ©.1) 2.1 0.3 08
6.6 (39.9) 12.2 9.9
All swaps held at 31 March 2000 mature before 31 March 2014.

The principat outstanding on currency swap agreements and notional principal outstanding on interest rate swap agreements werg:
2000 1999
£m £m
Fixed rate to variable rate S - 912.3 704.0
\_/griflble rate to fixed rate o - - I 834.6 921.6
Variable rate to variable rate S . 190.3 85.1
Fixed rate to fixed rate ’ i - - 60.0 23.2
Included in the above are currency swaps amounting to 67.5 45.4

All financial instruments are unsecured. However, 3i does not expect non-performance by the counterparties, whose credit ratings are reviewed

regularly.

33 Other liabilities

The Group The Group The Company The Company

2000 1999 000 1999

_ —— fm = _ fm
Obligations under hire purchase contracts 2.6 24 - -
Proposed dividend 452 411 45.2 411
Taxation payable 21.3 6.8 - -
Amourtts due to Group undertakings 2354 482.4
69.1 50.3 280.6 523.5

The amounts due to Group undertakings include £173.4 million (1999: £411.3 million} due after more than one yesar.




70.
3i Group plc Report and accounts 2000

Notes to the accounts

34 Accruals and deferred income

The Group The Group  The Company  The Company
2000 1999 2000 1994
em £m m £m
Interest payable 51.5 484 324 26.7
Other accruals : 127.8 96.5 409 23.9
179.3 1426 73.3 50.6
35 Deferred tax
Full provision has been made for deferred tax relating to capital allowances and other timing differences.
The Group The Group  The Company  The Company
2000 1999 2000 1999
- R . —_ — —a ﬁ-n E:m Ern — Em
Capital allowances and other timing differences (a) - B -
Accelerated capital allowances - .- 28 - =
Other timing differences o i 0.5 2.6 - 03
Relief for losses {0.3) (5.2) - ({¢.3)
Jﬁ?ééliéé_d _é_pareciation less expected losses (b) S 228 15.8 - -
228 15.8 - -
a Capital alfowances and other timing differences
Deferred tax on capital allowances and other timing differences has been eliminated by the availability of losses.
b Unrealised appreciation less expected losses
The Group The Group
2000 1999
£m fm
Opening balance _ 15.8 o 15.4
Tax on unrealised appreciation — note 19 47 {(E)
Acquisition of subsidiary undertakiqg_g - note 22 B 38 -
Currency translation adjustment (1.5) 1.0
Closing balance 22.8 158
36 Subordinated liabilities
The Group The Group
2000 1999
I B
Subordinated loans 32.6 -

Subordinated liabilities comprise loans denominated in Deutschmarks from Kreditanstalt flir Wiederaufban, a German federal bank. The loans
individually finance investment assets made by TH Technologieholding GrmbH group, are at various fixed rates of interest and their maturity is
dependent upon the disposal of the associated investment assets. The liabilities are subordinated to other creditors of the individual group

undertakings to which the loans have been advanced.
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37 Called up share capital

Number of shares Amourt
2000 2000
£m
Authorised share capital of the Company is 700,000,000 shares of 50p each
Issued and called up shares fully paid 1 April 1999 shares of 50p each N ) 595,431, 697 2977
Aflotted on 3 June 1999 on exercise of share options under The 3i Executive Share Option Plan and
The 3i Group 1994 Executive Share Option Plan 7 119,972 01
Allotted on 9 June 1999 on exercise of share options under The 3i Executave Share Qption Plan ) . 1,000 -
Allotted on 23 June 1999 on exercise of share options under The 3t Executive Share Option Plan
and The 3i Group 1994 Executive Share Option Plan 7 45,500 -
Allotted on 30 June 1992 on exercise of share options under The 3i Executive Share Option Plan
and The 3i Group 1994 Executlve Share Optlon Plan o _ 904,197 o a5
Allotted on 6 July 1999 on exercise se of share options under The 3i Group 1994 Exaoutive Share Optron F’l o 102,350 0.1
Allotted on 7 July 1999 to the Trustee of The 3i Profit Sharing Plan S 145,279 0.1
Allotted on 7 July 1999 on exercise of share options under The 3i Executive Share Optlon Piah
and The 3i Group 1994 Executive Share Option Plan ) 7 53,467 -
_ Allotted on 14 Juiy 1989 on exercise of share options under The 3i Group 1 E_QE{(QCUENG Share Optron Pan 1 2_1§3 o -
Allotted on 30 Juiy 1999 on exercise of share options undsr The 3i Group 1994 Executive Share Option Plan o 6.66? - -
Allotted on 23 August 1999 on exercise of share options under The 3i Group 1994 Exeoutnve Share OEt_'ﬂﬂa_r_‘ o 99,488 -
Allotted on 24 August 1999 on exercise of share options under The 3i Group 1994 Executive Share Option Plan o 6,662 -
Allctted on @ Septerber 1999 on exercise of share options under The 3i Group 1994 Executive Share Option Plan 89,562 .
Ailotted on 2 Decernber 1992 on exercise of share options under The 3i Executive Shars Optlon
Plan and The 3i Group 1994 Executive Share Option Plan - 406,807 02
Aliotted on 15 December 1999 on exercise of share cplions under The 3i Executive Share Optlon
Plan and The 3i Group 1994 Executive Share Option Plan - 728146 04
Allot‘ted on 22 December 1999 on exercise of share options under The 3i Executive Share Opt|on Plan - 4@.!277 .
Allotted on 5 January 2000 on exercise of share optrons under The 3i Executive Share Optlon Plan . 183s0 -
Allotted on 12 January 2000 on exercise of share options under The 3i Executive Share Option
Ptan, The 3i Group 1994 Executive Share Option Plan and T%le 73| Group Sharesave Scheme - 270 5‘:10 o g1
Allotted on 2 February 2000 on exercise of share options under The 3i Group 1994 Executlve Share Opt:on Plan L 51 ,050 -
Allottea on 3 February 2000 for cash to The Law Debenture Trust Corporation ple on behalf of the
vendors of TH Technologiehotding GmbH i L o o ] ,47937 796 o ?_E
Allotted on 28 February 2000 on exercise of share options under The 3i Group Sharesave Sch_e___rhe o 134 -
Allotted on @ March 2000 on exercise of share options under The 3i Group 1994 Executive Share Option Plan 101,050 0.1

31 March 2000 603,568,709 301.8
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37 Called up share capital continued

At 31 March 2000, under the terms of The 3i Executive Share Option Plan and The 3i Group 1994 Executive Share Option Plan, participants in
those schemes (including six executive Directors) held options, none of which remains valid after 2009, to subscribe for the folfowing shares of
the Company for the respective considerations stated below:

Consideration
Date granted Nurg%?urrgsf per Sharg
22 January 1992 24,467 1.43
31 July 1992 8,563 1.43
30 July 1993 861,382 1.68
7 January 1994 S 263,023 2.08
22 June 1994 868,500 272
5 January 1995 - o 305,400 3.34
3 July 1995 o 200,700 3.61
14 Decernber 1995 ' T 384,250 423
21 December 1995 o 29,650 4.23
25 June 1996 o " T o 2,561,277 4.50
6 January 1997 ' 248,400 4.91
16 June 1997 T T30 5.20
16 July 1997 o o 230,579 497
7 August 1997 o o T T Tengan 470
17 December 1997 h ' ' 732,415 512
22 June 1998 o 1,823,725 6.64
14 July 1998 B T 512,929 6.03
e . e ) o= =
16 December 1998 S ' 743,948 5.67
5 January 1999 ) o ' ' 5,160 5.81
6 July 1999 o - 2,166,918 7.28
14 Juty 1999 - S 171,384 8.05
22 December 1999 ' 727,666 10.11

17,230,882

At 31 March 2000, under the terms of The 3i Group Sharesave Scheme, and subject to the rules of the scheme, participants (which do not include
any of the Directors) held options, none of which remains valid after 2007, to subscribe for the following shares of the Company for the respective
censideration stated below:

Consideration

Number of per share

Date granted shares £

1February 1990 . 953808 467

20 December 1999 S S o 144,599__- ~7.80
1,098,405

The above options were granted in consideration of the participants entering into approved saving contracts.
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37 Called up share capital continued
The interests of the Directors (all of which are beneficial) in the shares of the Company are shown below:

31 March 2000 31 March 1999

or date of

appeintment

if later

Sir George Russell o 40,000 40,000
J W Melbourn ) 6,000 6,000
The Lord Camoys N 8,000 4,000
Dr J R Forest o T N 1,000 1,000
The Baroness Hogg R o ' 2,200 1,000
F D Rosenkranz {appointed 25 February 2000) o - -
O H J Stocken (appointed 1 September 1999) o o ”4,000 4,000
B P Larcombe S a 718,550 703,730
M M Gagen ' o o o 118,039 55,100
R W Perry {appointed 1 September 1999)7 T 37,515 _—57_5_1_0
M J Queen S o D . ' 150,196 45,207
Or R D M J Summers T 644,197 632,611
P B G Williams ) . o 293,136 288,131

The beneficial interests of B P Larcombe, M M Gagen, R W Perry, M J Queen, Dr R D M J Summers and P 8 G Williams shown above include as

at 31 March 2000: 62,301; 26,984; 22,430; 27,248; 53,594 and 39,949 shares respectively representing conditional rights to acquire shares pursuant
to share bonus awards granted under the Management Equity Investment Plan, described on page 40. {Interests under this plan at 31 March 1999
or date appointed if later: 48,620; 29,519; 22,430; 18,215; 43,147 and 36,091 shares respectively.) In addition to the interests shown above the
executive Directors also have beneficial interests in the conditional rights to acquire shares pursuant to the performance linked awards granted under
the Managerment Equity Investment Plan, which are detailed in the table on page 44. Each of the employees of the Group (including each of the
executive Directors) is a potential beneficiary of The 3i Group Empioyee Trust and as such is interested {within the meaning of section 324 of the
Companies Act 1985} in the 9,761,322 shares held by the trust at 31 March 2000. {Shares at 31 March 1999: 8,004,809, at 1 September 1999:
8,817,747 and at 25 January 2000: 8,783,019.) This number of shares includes the shares over which Directors are mentioned above as having
conditional rights to acquire under the Management Equity Investment Plan.

Details of Directors’ share options under the Group’s Executive Share Option Plans are shown in the Remuneration report on pages 42 to 43. In 1897
Dr R D M J Summers acquired, and has retained, an interest in one share of FFr50 in 3i SA and an interest in one share of FFri00 in 3i Gestion SA,
subsidiary undertakings of the Company, in order to comply with provisions in the Articles of Association of those companies.

38 Reserves
The Group The Group The Group The Group
Revenue Share Capital Capital
premium redemption
o o . -
Opening balances ) T 1674 256.5 13 2,881.0
Retained revenue for the year 429
@_swp!us on reéﬁéa_tic;ﬁé over previous valuation I o 404.4
Investments written off T o T _V__W (54.2
Chang::z"in value of retained investments — note 19 . I - - 1,167.0
Interest pé;able charged to capital Féserve ‘ , o 0.7
Administrative expenses charged to capital reserve . o - - o (33.1)
Amortisation of goodwill 7 S L 8
Tax on capital items - o ) - - ,(1 3.0)
Increase in respect of shares issued o o 59.2 o
Currency translatiori;djustmé};{ - 3.7 8.1
Tota! movement on reserve 46.6 59.2 - 1,459.7
31 March 2000 214.0 315.7 1.3 4,340.7
The balance on the capital reserve represents: o o
Realised profts - - 19383
“Unrealised appreciation 2,402.4

4,346.7
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38 Reserves continued

The Cormparty  The Company  The Company  The Company

Revenue Share Capital Capital

2000 pmfg%lorg mmgudgg 2000

£m " £m £m Em

Opening balances 323.8 256.5 1.3 2,463.4
Retained revenue for the year 317

Net surplus on realisations over previous valuation 593.0

Investmenits written off T - o i (51.6)

Change in value of retained investments 1,167?3

Administrative expenses charged to capital reserve o N (29.3)

Increase in respect of shares issued 59.2 T

Currency translation adjustment o - - 4.7 (5.0)

Total movement on reserve 36.4 58.2 - 1,675.0

31 March 2000 360.2 315.7 13 4,138.4

The balance on the capital reserve represents:

Realised profits T i 1,795.5

Unrealised appreciation - T T ST o - 5?3429

4,138.4

During the year 3i Holdings plc, a direct subsidiary undertaking of the Company, with the sanction of the courts, reduced its share capital by
£250.0 miltion. This realised a capital profit of £200.2 million.

Retained by

Retained by Subsidiary Retained by Retained
The Company undertakings  Joint ventures Total
em £m £m £m

Retained profits c I e - A
31 March 2000 B L - S
Revenue and realised capital profits 2,155.7 .A,(0'4) o !3.0,‘1‘” 271553
31 March 1999 _ _ S e
Revenue and realised capital profits 1,409.0 197.2 (6.0 1,600.2

The Company’s Articles of Association prohibit the distribution of capital profits. As a result the balance of its capital reserve, both realised and

unrealised, is not distributable.

39 Tax on capital profits

The Group The Group

Tax on realised capital profits i
Adjustments in respect of previoﬁs periods R i o ) - (1 .2)
Foreign tax - i 8.3 7.2
8.3 6.0

Tax on unreafised capital profits ) B -
Deferred tax on unrealised appreciation — note 35 o T 'Y A _(-{ﬁ)
13.0 5.4

Tax charge
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Notes to the accounts

40 Reconciliation of revenue profit before tax to net cash inflow from operating activities

The Group The Group
2000 1999
£m £m
Revenue profit before tax 118.5 108.1
Depreciation of equipment and vehicles 6.3 5.7
increase in other assets assocciated with operating activities {12.9) {19.0)
Tax on investment income included within income from overseas companies (1.7} -
Increase in prepayments and accrued income associated with operating activities o (9.1} (6.5)
increase in accruals and deferved income associated with operating activities 4.4 16.1
Reversal of losses of joint ventures less distribution received 1.0 0.5
Profit on sale of tangible fixed assets (0.4) ©.6)
Net cash inflow from operating activities 106.1 104.3
41 Acquisition of subsidiary undertakings
Analysis of the net cutflow of cash from the acquisition of subsidiary undertakings is:
The Group The Group
2000 1399
i L e gm £m
Cash and acquisition costs ) 79.2 -
Cash acquired (1.0) -
Net cash outflow 78.2 -

The acquisition of TH Technologieholding GmbH did not have a material effect on the items prescribed in Financial Reporting Standard 1 (Revised
1996) — Cash Flow Statements — for inclusion in the consolidated cash flow. The vendors of TH Technologieholding GmbH reinvested £51.3 million of

this autflow in the share capital of 3i Group plc.

42 Analysis of changes in financing during the year

The Group The Group The Group The Group

Share Deposits Share Depuosits

capital and by banks and capital and by banks and

share  debt securities share  debt securities

premium repayable premium repayable

after more after more

than one vear than one year

2000 2000 1999 1999

B Em £m o E

Opening balance - - 554.2  1,21341 550.0 ] 1219_4

Exchange movements B e - - - 35

Cash inflows from financing o 633 302.2 42 80

Cash outflows from financing S - - (2.6) - (51.4)

Non-cash movements - aoz.n - (27.4

Closing balance 617.5 1,410.0 554.2 1,213.1
43 Reconciliation to net debt

The Group The Group

2000 1999

£m _F_:m

Increase in cash in the year o 218 ,E

Cash outflow from management of liquid resources - o - 1883 205

Cash (inflow)/outflow from debt financing o i - - o (308.9) B 57.8

Cash (inflow) from subordinated liabilities {9.4) -~

Change in net debt from cash flows _ (107.2) 80.9

Debt acquired with subsidiary underta_biing_s - (23.2) -

Foreign exchange movements ) ) o 2.0 (1.4

New finance leases and other non-cash changes .10 0.2

Maovement in net debt in the year o (132.5) i 79.7

Net debt at start of year (1,037.5) {1,117.2)

Net debt at end of year (1,170.0) {(1,037.5}
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44 Analysis of net debt
The Group The Group The Group The Group The Group The Group
1 April 1999 Cash flow Acquisition Exchange Other 31 March 2000
movement non-cash
changes
£m £m £m £m Em £m
Cash and deposits repayable on demand 22.0 218 - (1.9 - 419
Treasury bills, other loans, advances and
treasury debt securities - note 45 438.1 189.3 - - - 627.4
Deposits and debt securities repayable within one year (281.6) (9.3) - (0.1) (102.7) (393.7)
Deposits and debt securities repayable after one year {1,213.1) {299.6) - - 102.7 {1,410.0)
Subordinated liabilities - (9.4 {23.2) - - (32.8)
Finance leases (2.9) - - - (0.1 (3.0)
{1,037.5) {107.2) {23.2) 2.0) 0.1 {1,170.0)
45 Cash flows arising from management of liquid resources
The Group The Group
2000 1999
, o £m o fEm
Treasury bills ) o 185 (119
Other loans, advances and treasury debt securities (204.8) (8.6)
Net cash outflow from management of liquid resources {189.3) (20.5)
46 Contingent liabilities
The Group The Group  The Company  The Company -
2000 1999 2000 1998
, e Bm o Bm .
Contingent fiabilities retating to guarantees avaitable to third parties
in respect of investee companies 159 232 11.5 19.3

The Company has guaranteed money market borrowings of 3i plc. At 31 March 2000 these amounted to £14.3 million {1999: £41.6 million}.

The Company has guaranteed the creditors of 3i plc and 3i Holdings plc at the dates of their capital reductions to a maximum of the amounts of
those capital reductions. The amounts of the capital reductions were £140.0 million in respect of 3i ple and £350.0 million (1989: £100.0 million} in
respect of 3i Holdings plc. The Company has guaranteed the payment of principal, premium, if any, and interest on all the interest swap agreements
of 3i Heldings plc. The Company, 3i Holdings plc and 3i plc have jointly and severally guaranteed the payment of principal, prerium, if any, and
interest on the bonds and notes issued by 3i International BV as listed in note 28. The Company has guaranteed the payment of principal, premium,
if any, and interest on notes issued under the £2,00C million Note Issuance Programme by 3i Holdings plc, 3i plc and 3i International BV.

The Company has guaranteed the payment of principal and interest on amounts drawn down under the £625 million revolving credit facilities by
3i pic and 3i Holdings plc. At 31 March 2000 these amounted to £122.2 million (1999: Enil) in respect of 3i Holdings plc.

A wholly owned subsidiary undertaking of the Company, Technologieholding VC GmbH, has guarantees of £2.1 million to Kreditanstalt fur
Wiederaufban a provider of subordinated loans to four of its wholly owned subsidiary undertakings.

At 31 March 2000 there was no material litigation outstanding against the Company or any of its subsidiary undertakings.

47 Commitments

The Group The Group  The Company  The Company

2000 1999 2000 1999

- . £m Er_!l £m m

Share and loan investments 350.4 3510 3200 329.8
Properties 0.1 82 - 24

350.5 350.9 3200 3322
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Principal subsidiary undertakings and joint ventures

Principal subsidiary undertakings at 31 March 2000

Name issued and fully paid share capital Principal activity Registered office
3i Holdings ple 1,000,000 shares of £1 Holding company 91 Waterloo Road
3i International Holdings 2,715,973 shares of £10 Holding company London

SET 8XP

3i Edith public limited company

98,167,058 ordinary shares of 1p

48,083,529 1% cumulative
preference shares of 50p

investment company

3iple ‘ 10,000,000 shares of £1 ' "éervices
3i Japan GP Limited i 250,000 shares of £1 General partner company
3Ji Europe plc 7 500,000 shares of £t Investment advisory services
3i Trustee Company Limited ) 250,000 shares of £1 Services
o (partly paid 40p per share) -
3i Asset Managem'ént Limited 50,000 shares of £1

Gardens Nominess Limited

Gardens Pension Trusiees Limited -
Ship Mortgage Finance Compan; '
public limited company

] Portfolic management

3 shaves of €1

Nominee company

100 shares of £1

Pension fund trustee

4,000,000 ordinary shares
of £1 of which 3,000,000 are
fully paid and 1,000,000 are
partly paid (5Cp per shareg)

Advisory services

Ji International BY (The Netherlands)

40 shares of NL.G1,000

Fund raising activities

Drentestraat 24,
1083 HK
Amsterdam

The Netherlands

3i Corporation (USA)

15,000 shares of
common stock (no par value)

Services

890 Winter Street
Suite 160
Waltham

MA 02451, USA

3i Deutschland Gesellschaft fur
Industriebeteiligungen mbH (Germany)

DM50,000,00C

investment services

fmééhhologieholding Gmbl_-i_(Germani/)

DM&0,000

Bockenheimer
Landstrasse 55
60325 Frankfurt am
Main, Germany

Holding comp—a;y

Lenbachpiatz, 3,
80333, Minchen,
Germany

;ii SA (France)

2,008,200 shares of FFr50

Investment company

3i Investissements SA (France)

3i Gestion SA {France)

1,500,000 shares of FFr100

Investment company

200,000 shares of FFr100

Investment manager

168 Avenue Charles
de Gaulle, 82200
Neuilly sur Seine
France

The list above comprises the principal subsidiary undertakings as at 31 March 2000 all of which were wholly owned. They are incorporated in
Great Britain and registered in England and Wales unless otherwise stated.

Each of the above subsidiary undertakings is included in the consolidated accounts of the Group.

As at 31 March 2000 the entire issued share capital of 3i Holdings pic was held by the Company. The entire issued share capital of 3i Investissements
SA was heid by the Company except for three shares which were held by subsidiary undertakings of the Company and for three shares which were
held by employvees of the Group. The entire issued share capitat of all the other principal subsidiary undertakings listed above was held by subsidiary
undertakings of the Company, save that four shares in 3i Gestion SA and four shares in 3i SA were held by individuals associated with the Group.
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Joint ventures at 31 March 2000
Incorporated or registered in the countries stated

Percentage

Issued and fully toambg%tﬂg Group's share of results
Name paid share capitai % Principal activity Registered office based on accounts to
ANZ Grindlays 100,000 shares 50 Investment capital Frances House 31 March 2000
3i Investment of £1 fund managers Sir William Place
Services Limited St Peter Port
(Guemsey) Guernsey
Channel Islands
3i-Kogin Buyouts Limited 8,000 shares 80 Investment advisory 18F Hibiya 31 March 2000
{Japan) of ¥50,000 services Kokusai Building
2-2-3 Uchisaiwaicho
Chiyoda-Ku
Tokyo
100-0011
Japan
% share
of profits
Aspen Venture Partners LP N/A 94 Investment 18 Grenville Street 31 March 2000
(Jersey) partnership St Helier
Jersey JE4 8PX
Channel islands
3i Capital Partners LP (USA) N/A 80 Investment 890 Winter Street 31 March 2000
partnership Suite 160
Waltham
MA 02451, USA
Kogin Investment (3iBJ) No. 1 Fund (Japan) N/A 39 Investment 12-2 Gobancho 31 March 2000
partnership Chiyoda-Ku
e e - . . Tokyo
Kogin investment (3iBJ) No. 2 Fund (Japan) N/A 39 Investrnent 102-0076
partnership - Japan

As at 31 March 2000 the Company held 80% of the shares of 3i-Kogin Buyouts Limited.
Subsidiary undertakings of the Company held, on behalf of the Company, 50% of the shares of ANZ Grindlays 3i [nvestment Services Limited.

In addition, 94% of the profits of Aspen Venture Partners LP were attributable to the Company. 38% of Kogin Investment {3iBJ} No. 1 Fund and
Kogin Investment (3iBJ) No. 2 Fund were attributable to the Company. 80% of the profits of 3i Capital Partners LP are attributable to a subsidiary
undertaking of the Company.

The principal ptaces of business of the above joint ventures were their registered offices except for Aspen Venture Partners LP where it was
890 Winter Street, Suite 160, Waitham, MA 02451, USA.

Transactions with joint ventures during the year

Capital repayments £8,556,000
Further investments £1,891,000
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Portfolio valuation methodoiogy

A description of the methedology used to value 3i's portfolio is set out below in order to provide more detaited information than is included each year
in the accounting policies for the valuation of the portfolio.

The valuation of 3i's portfolio for the interim and annual accounts is arrived at using a systematic process based on objective criteria. Our aim is to
value the portfolio as a whole on a prudent and consistent basis. There has been ne change to the valuation policy since 3i's flotation in 1994 and it
complies in all material respects with the guidelines of the British Venture Capital Association and the European Venture Capital Association.

Quoted investments
Queted investments are valued at the closing mid-market price at the balance sheet date, except for investments quoted on secondary markets

including AIM and the Neuer Markt, which are discounted by 25%. Where there are restrictions on dealing in quoted investments, an appropriate
discount is applied to the restricted shares.

Unquoted equity shares
A three-stage valuation process is used:
1 The first stage is to value all unquoted equity investments in the manner described below:

New investments are generally valued at cost for the first 12 months or, if later, until the receipt of audited accounts covering a period of at least
six months since the date of investment.

Any investment in a company which has failed or is expected to fail within the next 12 months is valued at nil.

The vatue of other investments (except technology investments} is arrived at by applying 3i's proportion of equity shares held to the valuation of
the company calculated by multipiying the latest audited earnings by the average price earnings ratio of the relevant sector of the FTSE SmallCap
Index {or international equivatent), adjusted downwards by 3i to exclude loss-making companies. If the result of this calculation is less than half of
3i's share of net tangible assets then the investment is valued at half of 3i's share of net tangible assets. The value of technology investments is
arrived at as set out above except that where the investment is in & company which is performing to plan the valuation is not reduced below cost.

2 All investments valued at more than £3 millicn by the first stage of the process, together with any investments which the local office responsible for
the investment considers to have a value in excess of £3 million, are individually reviewed in line with internal guidelines for factors which may
affect the value and their valuations may, as a result, be adjusted. These factors include:

« reliable financial information more recent than the audited accounts;

* non-recurring profits and losses and abnormal tax charges;

* imminent sale or flotation;

* significant third party transactions;

» potential issues of shares dilutive to 3i or other shareholders;

» forecasts by the investee business of lower earnings;

= an industry standard basis of valuation, for example property companies, which are valued by reference to their net assets;
* large cash holdings; and

* very high gearing.

This process applied to approximately two-thirds of unquoted equity investments by value.

3 The third stage is to apply the following discounts to reflect the illiquidity of unguoted investments:
*» investments valued at cost or half net tangible assets nil
» investments valued at expected disposal proceeds or flotation value  10%
* other investments 25%

Unquoted fixed income shares and loan investments

Unquoted fixed income shares and loan investments are generally valued at cost unless the company has failed or is expected to fail within the next
12 months when they are valued at the lower of cost and net recoverable amount.

An analysis of the equity portfolio by valuation method is given in the portfolio analysis on page 81.
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Ten largest investments

At 31 March 2000, the Directors’ valuation of the ten largest investments was a total of £648 million. These investments cost £55 million.

Praportion Directors’  Income received
o 7 Cost’ of equity valuation'  during the year® Met assets® Eamingg®
Investment First invested in £000 shares held gooe £000 £000 £000
Morse Holdings plct 1995
Leading technofogy integrator
Equity shares 12,142 29.9% 207,541 1,000
Fixed income shares - - 184
12,142 207,541 1,184 63,823 9,769
OpenShop Holding AG* 1093
E-commerce software provider
Equity shares 1,763 24.3% 72609 0 -
Loans 460 460 30
2,223 73,159 30 2,062 (3,113)
Diagonal plc: 1988
IT consuttaney - L __
Equity shares 398 9.0%. 66,644 125
398 66,644 125 19,700 6,128
Bookham Technology Limited 1996
Integrated silicon optical circuitry ~ ]
Equity shares 8,257 B.1% 50,928 -
8,257 50,928 - 16,102 (16,797}
Articon Information Systems AG*S 1989
Data communications and network services
Equity shares 40 13.1% 47,443 -
40 47,443 - 4,544 (3,669)
MorphoSys AG* 1995
Development of synthetic human antibodies
Equity shares 1,520 10.3% 46,602 -
1,520 46,602 - 16,899 (2,011)
Taylor & Francis plc* 1982
Scientific and technical publishing ] o o L
Equity shares 2,741 8.9% 40,842 230
2,741 40,842 230 56,052 5,444
Virata Incorporated* 1994
Electronic component manufacturerw o -
Equity shares 2,696 4.0% 39,075 -
2,696 39,075 - (23,613) (6,138)
Recognition Systems Group plc* 1998
Integrated campaign management software B o
Equity shares 2,030 11.1% 38,452 -
2,030 38,452 - 1,576 {1,609)
ASCo Group Limited 1996
Qilfield logistics ) - o - - } .
Equity shares M_10,544 30.4% - 23,286 B 470 _ o -
Fixed income shares B _ ,T%ﬁ . 10,264 458 e ; .
Loans 3,647 3,647
24,455 37,197 928 {30,293) 2,102
Notes

1 The investment information is in respect of 3i's holding and excludes any co-investment by 3i managed funds.

2 Income in the year represents dividends received (exclusive of dividend tax credits at 10%, but inclusive of any overseas withholding tax) and
gross interest received in the year ended 31 March 2000.

3 Net assets and earnings figures are taken from the most recent audited accounts of the companies concerned. The figures shown are the total
earnings and net assets of each business. Because of the varying rights attaching to the classes of shares held by 3i, it could be misleading to
attribute a certain proportion of earnings and net assets to the proportion of equity capital held.

4 Quoted company (including secondary markets).

5 Articon information Systems AG merged with Integralis Network Systems Limited (a 3i investee company) during the year which gave rise to the
holding in Articon Information Systems AG. Figures for net assets and sarnings are taken from Articon Infarmation Systems AG’s audited accounts
published before this merger. 3i received £374,000 from Integralis Network Systems Limited during the year to 31 March 2000.
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Portfolio analysis

The Group's equity, fixed income and loan investments {(excluding third party co-investment funds) total £6,171 million at 31 March 2000.
The analyses below exclude investments in joint ventures and non-venture capital investments made in FTSE 350 companies, 31 March 2000:
£201 million (previously £nil). Graphical representations below are as at 31 March 2000.

Portfolio value by FTSE industrial classification (Em)

2000 1599 1998 1997 1996
1 Resources 185 178 140 102 74
2industrials T A247 T 1288 1,709 1,644 1580 NN
3 Consumer goods 188 T es 779 467 430 DN
ZServices and utiites 1848 1,550 1666 1399 1253
5 Financials 251 196 183 184 “157 BN
6 Information technology 1,501 46 ' n/a n/a wa O
Total 5,970 4,557 4,477 3,796 3,503

The current FTSE industrial classifications came into effect on 1 April 1999. Changes made included the introduction of Information technology.
With the exception of 1999, the ciassification shown above analyses the portfolio by FTSE classification in use at each balance sheet date.

Portfolio value by location (£m)

TUK 4,668 4,036 4,155 3,516 3,153
2 Continental Europe 1,048 495 304 254 319

3 Asia Pacific 83 12 8 - P &

4Us T IREVE 14 192 26 31

Total 5,970 4,557 1477 3,796 3,503

1 US comprises mainly technolcgy investments made during this year together with investments in US companies acquired on the realisation
of European companies. Prior to this year such investments were included within the country making the investment,

Continental Europe portfolio value by location of business (£m)

1France 203 173 135 134 188

2 Germany ) 489 1% T 120 83 101
ltaly o 44 219 15

4Spagn 135 80 28 1815

5Benelux 882 - - -

6 Other European’ 122 - - - _

Total 1,049 495 304 254 319

1 Other European includes investments in countries where 3i did not have an office at the year end. Prior to this year, such investments were
included within the country making the investment and were not significant.

Equity portfolio value by valuation method (Em)

1 Imminent saie or flotation 241 88 59 62 63

2Llisted i 1108 742 687 583 455 O
3 Secondary market quoted 483 7 8 8 51

4 Earnings 1,226 1192 1,509 1220 0 1179
5 Cost 626 404 276 182 IR I
6 Net assets ”1”44 113 102 ;7 e 72 6|

7Other B 262 120 46 52 40

Total 4,085 2,734 2,764 2,287 2,081

Details of 3i's valuation methodology are set out on page 79.

Analysis of total investment portfolio owned or managed by 3i.

Portfolio at value, exciuding committed but undrawn funds {£m)

1 UK-owned' 4,878 4,047 4173 3538 3,184 [
2 UK managed” 1304 10037 " Teoo sl ax9

3 Continental Europe — owned 1,049 495 304 254 319

4 Continental Europe — co-investment 483 387 234 169 _ 115

5 Asia Pacific - owned 134 12 8 - -B__

6 Asia Pacific - co-investment 1 - = - = B

7USA-owned T 241 58 63 81 105

Total 8,160 6,002 5,580 4,593 4,152

1 Includes investments in joint ventures, FTSE 350 companies and investment properties heid as investment assets as well as equity, fixed

income and loan investments.

2 UK managed funds includes co-investment funds and other funds managed by 3i.
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Investment analysis

Analysis of the equity, fixed income and loan investments made by 3i Group {excluding third party co-investment funds). This analysis also
excludes investments in joint ventures and non-venture capital investments made in FTSE 350 companies, 31 March 2000: £208 million
{previously £nil). Graphical representations below are for the year to 31 March 2000.

Investments made during the year by FTSE industrial classification (£m)

2000 1999 1998 1997 1996
1 Resources 13 49 20 23 .
2 Industrials 133 250 321 271 216
3 Consumer goods 145 180 160 83 63
4 Services and utilities 410 249 278 197 234
5 Financials - 44 29 42 24 8
6 Information technology 325 80 n/a n/a nva OGN
Total 1,070 837 821 598 554

The current FTSE industrial classifications came into effect on 1 'April 1999. Changes made included the introduction of information technology.
With the exception of 1999, the classification shown above analyses the portfolic by FTSE classification in use at each balance sheet date.

Investments made during the year by product {Em)

1 Start-ups 81 54 29 21 16 I

2 Management buy-outs 263 230 257 185 2 s NN R 0000
3 Management buy-ins QL o 139 s 110 0 86

4 Growth capital 490 281 279 188 156
5 Share purchases_ T 119 i1 118 82 59

6 Recoveries ] ] 30 32 2 12 11

Total 1,070 837 821 598 554

Number of investments made during the year by product

1 Start-ups 104 56 B0 43 41

2 Management buy-outs 7T g0 A D )

3 Management buy-ins 32 48 76 ) 73 60

4 Growth capital ] 297 324 312 248 2M
5 Share purchases 38 56 72 45 58

6 Recoveries 62 73 47 44 34

Total 593 654 697 572 554

Investments made during the year including third party co-investment funds (£m)

1 UK own investment 705 693 752 561 531
2 UK co-investment S 189 208 ;_7 157 o1 7772(2

3 Continental Europe own investm_;_ent- k§9§_ 13T 62 34 21

4 Continental Europe co-investment 116 104 58 53 40

5 Asia Pacific own investment - 31 6 6 = -

6 Asia Pacific co-investment 1 - M — _[6

7 US own investment B 28 1 1 3 1

Total 1,378 1,147 1,037 742 613

Equity realisation proceeds (Em)

1 On flotation 48 75 31 4 8

2 Sale of quoted equity 351 185 155 117 o7 NN
3 Trade and other sales 423 292 226 147 117
Total 822 532 412 305 232
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Technology portfolio analysis

Analysis of the Group's equity, fixed income and loan investments (excluding third party co-investment funds). The graphical representations

befow are as at 31 March 2000.

Portfolio value by sector (€m)

At 31 March At 31 March
2000 1999
1 Life sciences and healthcare N 434 200
2 Communications and networking B 457 151
3 Electronics and other technologies o 286 193
4 e Business 158 12
5 Software and computer services 1,044 418
2,378 874
Number of portfolio investments by sector
1 Life sciences and healthcare - 164 127 (I 0
2 Communications and networking _ . " 88 64
3 Electronics and other technologies ) g2 1e0 NN
4 e Business . L - 60 12 (I
5 Software and computer services T 244 170
748 542
Portfolio value by valuation methed (£m)
1 Imminent sale or flotation B 171 24
2 Listed S 603 287
3 Secondary markétquoted T T T o AT a2 DA
4 Earnings R
5Cost i 449 " 721 DN
& Further advance 143 38
7Netassets 2 3
8Other ) - 28 7 8
9 Loan investments and fixed income shares o T 344 25 N 33000
2,379 a74
Details of 3i's valuation methodelogy are set out on page 79.
Investment made during the year by sector {£m)
1 Life sciences and healthcare 82 66
2 Communications and networking - - 110 5 NG00
3 Electronics and other technologies N _ l ) i ) 79 a7
4 e Business 91 6 NN
5 Software and compdtéf services B 192 99
554 253
Number of investments made during the year by sector
1 Life sciences and healthcare 84 7o I 000
2 Communications and networking 49 34
3 Electronics and other tachnologis " T T T s 47
4 e Business - R
5 Software and computer services 128 80
364 240
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3i's network of offices

Telephone Fax or email
United Kingdom
London and South East London +44 ()20 7928 3131 fax: +44 (0)20 7928 0058
Watford +44 (0)1923 233232 fax: +44 (0)1923 244941
Midlands Birmingham Internationat +44 (0121 782 3131 fax: +44 (0)121 782 6161
N Birmingham +44 (0)121 833 3131 email: birmingham@3i.com
Leicester +44 (0116 255 5110 “email: leicester@3i.com T
Nottingham +44 (0)115 941 2766 email: nottingham@3i.com
North Leeds +44 (0)113 243 0511 email: leeds@3i.com
i Liverpool . +44 (0)151 236 2944 email: liverpool@3i.com o
- Manchester 444 (0)161 839 3131 email: manchester@3i.com )
o - " Newcastle +44 (0191 222 1966 email: newcastle@3i.com
Scotland Aberdeen +44 (0y1224 638666 email: aberdeen@3i.com
- CEdinburgh 444 (0131459 3131 email edinburgh@3icom
Glasgow h 4147(0}17 248 4456 email: glasgow@3i.com
South, West and Wales Bristol +44 {01117 927 7412 email: bristol@3i.com
T Cambridge - +44 (011223 420031 email; eastanglia@3i.com )
o - Cardiff o 44 (0)—2—9—26365—541 email: cardiff@3i.com )
o -  Reading +44 (0)118 958 4344 email: southerntechnology@3i.com
T ' 'v"SouthaFnﬁt'dﬁﬂ - +:14E)E8 0_6%44 ~ email: southampton@azc;r; -
France Paris +33({0)147 1511 00 email: paris@3i.com
 Lyon T L33 a2 91 54 91 email: yon@3i.com
Nantes S +33 (012 51 17 33 Q0 email: nantes@3i.com
Germany Berlin +49 (0)3 07 67 15 30 fax: +49 (0)3 07 671 53 19
7 Dusseldorf B +49 (0)2 1195 44 40 email: dusseldorf@3i.com B
Frankfurt © 449(0)697 100000 email: frankfurt@3icom
T ) Hamburg 449 (0)4 03 747 670 emait: hamburg@3i.com
o o leipig 7 +49(0)3 41984 450 fax: +49 (0)3 41 984 4599
S Munich } +49 (0)8 92 42 37 70 emaif: munich@3icom
o Swttgart o 449 ()7 112229220 ‘emait: stuttgart@3icom
ltaly Bologna 7 +39 ()31 335 611 email: bologna@3i.com
Mian 439 027 2003210 emnail: milan@3i.com T
Padua +39 (0y49 877 5711 email: padua@3i.com
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Ex-dividend date : 5 June 2000
Record date 9 dune 2000
Annual General Meeting 11.00 am 12 July 2000
Final dividend to be paid 21 July 2000
Interim dividend expected to be paid January 2001

~

TR R L SRS . ShheslE plitelz

1 UK 91% i3 | Share price at 31 March 2000
2 Continental Europe 4% 2 . Increase during the year

3 USA 4% g

4 Other International 1%

- Percentage increase
L. High during the year (14 March 2000)
' Low during the year (1 April 1990)

|Ltotezii@n @ e sier at 31 March 2000

Number
Number of holdings
~ of holdings Corporate Balance as at
IREIEE Individuals bodies 31 March 2000 %
1-1,000 28,691 3,312 17,423,389 2.89
1,001 - 10,000 7,253 2,934 23,354,519 3.87
10,001 ~ 100,600 182 672 29,659,304 4.9
100,001 - 1,000,000 29 347 124,738,272 20.67
1,000,001 - 10,000,000 . 0 97 247,350,765 40.98
10,000,001 - Highest ¢ 7 161,042,460 26.68

36,155 7,369 603,568,709 100.00

The table above provides details of the number of shareholdings within each of the bands stated in the Register of Members at 31 March 2000,
Rigndierg
For sharehotder administration enguiries, including changes of address, please contact:

Lloyds TSB Registrars
The Causeway
Worthing, West Sussex BN99 6DA

Telephone +44 (0)870 600 3953
Havvresstion IRl S1n@ raarsiel] mntgiiiiEs,
For all investor relations and general enquiries about 3i Group plc, including requests for further copies of the Annuat Report and Accounts, please

contact cur Corporate Affairs team:

3i Group plc
H Waterloo Road
London SET 8XP

Telephone +44 (0)20 7928 3131
Website www.3i.com

3i Group plc is an authorised institution under the Banking Act 1987 and regulated in the conduct of investment business by the FSA.

Designed and produced by Radley Yeldar (London). Printed by Westerham Press Ltd. -
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3i 94 LMBO Plan

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest alongside 3i Group plc in a portfolio of UK based
Management Buy Out / Buy In transactions where the total funding requirement is more than £10,000,000,

The Partnership is no longer investing other than in follow-on financing. The Manager continues to
realise individual investments in appropriate circumstances.

Results

The net income for the year amounted to £1,458,829 (1999 restated: £2,979,166) which has been allocated
in full to the Partners. Capital profits earned in the year amounted to £2,647,266 (1999: £11,726,690). This
comprises capital losses of £7,360,347 which have been taken to the other unrealised reserve and capital
profits of £10,007,613 which have been allocated to the Partners. In addition, tax credits of £597,202
{1999: £511,924) have been allocated to the Partners.

During the year the Partnership invested £1,022,727 in one business. A summary of movements on

investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to £85,000,000 (1999:
£85,000,000). At 31 March 2000 £82,808,990 (1999: £81,786,263) of Partners’ Commitments had been
drawn down. A summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with genérally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.
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MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Ermnst & Young remain in office as auditors of the Partnership in accordance with clause 18(e) of the
Partnership Agreement.

For and on behalf of 3i plc

Wl

Director
Registered Office:
81 Waterloo Road
London SE1 8XP

3o /5] 2000
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AUDITORS’ REPORT

To the Partners of 3i 94 LMBO Plan

We have audited the accounts on pages 5 to 14 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. QOur responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards 1ssued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. [t also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 25 March 1994, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993,

Emst & Young
Registered Auditor
Birmingham

30 Ay 2000
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Notes
Net income for the year
Net capital profits for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999
as restated
£ 3
1,458,829 2,979 166
2,647,266 11,726,690
(8,951) 8,951
4,097,144 14,714,807
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INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Notes

Income

Income received from fixed asset investments

Dividends - unlisted
Interest - unlisted
Fee income

Other Income

Interest received on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital profits

Proceeds
Cost of investments sold
Exchange gains

Profit on disposal

Movement in provision against investments 3

Net capital profits for the year

Total net result for the year

Dividend tax credits 1(b)
Transfer to other unrealised reserve 6

Allocation for the year to Partners' accounts 5

2000 1999

as restated

£ £
1,179,840 2,047,697
225,069 833,559

- 4,356

1,404,909 2,886,112
60,152 96,088
1,465,061 2,982,200

(6,232) (3,034)
1,458,829 2,979,166
17,416,221 30,257,622
(7,435,892) {18,391,279)
27,284 -
10,007,613 11,866,343

(7,360,347) (139,653)
2,647,266 11,726,690
4,106,095 14,705,856
597,202 511,924
7,360,347 139,653
12,063,644 15,357,433
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BALANCE SHEET
as at 31 March 2000

Notes
Fixed assets
Investments 3
Current assets
Debtors 4
Cash at bank
Creditors: amounts falling due within one year
Accruals
Net current assets
Total assets less current liabilities
Partners' accounts
Capital contribution accounts 5
Loan accounts 5
Capital accounts 5
Other reserves 6
Total Partners' funds 7

For and on behalf of 3i plc

w Q// Director

& /5/ 2000

2000 1999
£ £
21,120,268 37,528,971
241,285 71,325
153,585 306,202
394,870 377,527
(47,967) (45,387)
346,903 331,640
21,467,171 37,860,611
8,600 8,600
28,958,571 37,982,713
28,967,171 37,991,313
(7,500,000) (130,702)
21,467,171 37,860,611
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CASH FLOW STATEMENT
for the year ended 31 March 2000

Notes
Operating activities

Dividends and loan investment interest received
Interest received on short term deposits

Fee income

Administrative expenses

Net cash inflow from operating activities 8 (a)

Return on investments and servicing of finance

Distributions to Partners

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash inflow from capital expenditure
and financial investment

Net cash (outflow)/inflow before financing

Financing

Drawdowns from Partners : 8 (b
Loan repayments 8(b)

Net cash inflow/(outflow) from financing

Decrease in cash 8 (c)

2000 1999
£ £
1,359,895 2,715,393
60,152 96,088
- 4,856
(5,950) (11,259)
1,414,097 2,805,078
(20,499,596) (5,242,759)
(1,022,727) (5,312,758)
19,898,385 32,716,831
18,875,658 27,404,073
(209,841) 24,966,392
1,022,727 5,284,100
(965,503) (30,589,533)
57,224 (25,305,433)
(152,617) (339,041)




3i94 LMBO Plan

NOTES TO THE ACCOUNTS

1. Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Basis of preparation

The Partnership has adopted Financial Reporting Standard 16 'Current Tax' for the year to 31
March 2000. This gives rise to a change in accounting policy. Dividends received from UK
companies no longer include attributable dividend tax credits. In accordance with accounting
standards comparative figures for dividend income have been restated to reflect this change.

However, in accordance with the Partnership Agreement, allocations to Partners are deerned to
be gross of attributable tax credits. Therefore, tax credits on dividends received during the year
have been added back to the result for the year in determining the allocations to Partners'
accounts.

Investment assets

Investment assets are incfuded at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.
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NOTES TO THE ACCOUNTS CONTINUED

I.

Accounting policies continued
e) Currency translation

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than sterling are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital

accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.

Net income for the year

2000 1999
£ £

This is stated after charging:
Auditors' remuneration 6,169 5,875

If an accruals basis of accounting for income had been adopted the net income for the year would
have been £1,396,989 (1999 restated: £3,013,222).

10
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NOTES TO THE ACCOUNTS CONTINUED

3.

Investments

Cost

At 1 April 1999

Currency translation
Additions

Repayments and disposals
Transfers

At 31 March 2000

Amounts provided

At 1 April 1999
Provided during the year (note 6)

At 31 March 2000

Net book value
At 31 March 2000

At 31 March 1999

Debtors

Tax credits awaiting distribution
Other debtors

Fixed
Equity Income

Shares Loans Shares Total

£ £ £ £
3,794,850 7,455,562 26,418,212 37,668,624
4,462 - - 4,462

409 - 1,022,318 1,022,727
(1,604,243) (2,639,653) (5,831,649 (10,075,545)
1,912,500 (715,909) (1,196,591) -
4,107,978 4,100,000 20,412,290 28,620,268
- (139,653) - (139,653)
(225,000 139,653 (7,275,000) (7,360,347)
(225,000) - (7,275,000) (7,500,000)
3,882,978 4,100,000 13,137,290 21,120,268

3,794,850 7,315,909 26,418,212 37,528,971
2000 1999

£ £

68,126 71,325

173,159 -

241,285 71,325

11
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NOTES TO THE ACCOUNTS CONTINUED

5.

Partners' accounts

At 1 April 1999

Net drawdowns
Allocation of net income
and net capital profits
Distributions of cash
Distributions of tax

Movement in Partners'
accounts

At 31 March 2000

Other reserves

At 1 April 1999
Movement in the year

At 31 March 2000

Capital _
contribution Loan Capital
accounts accounts accounts Total
£ £ £ £
8,600 - 37,982,713 37,991,313
- 1,022,727 - 1,022,727
- - 12,063,644 12,063,644
- {965,503) (20,499,596) {21,465,099)
- (57,224) (588,190) (645,414)
- - (9,024,142) {9,024,142)
8,600 - 28,958,571 28,967,171
Unrealised Other
exchange unrealised
reserve reserve Total
£ £ £
3,951 {139,653) (130,702)
{8,951) (7,360,347) (7,369,298)
- (7,500,000} {7,500,000)

12
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NOTES TO THE ACCOUNTS CONTINUED

7. Reconciliation of movements in Partners' funds

At 1 April
Movement in Partners' accounts (note 5)
Movement on other reserves (note 6)

At 31 March

8. Notes to the cash flow statement

(a) Reconciliation of net income for the year
to net cash inflow from operating activities

Net income for the year
Income tax

Increase/(decrease) in creditors relating to operating activities

Net cash inflow from operating activities

(b) Analysis of changes in financing during the year

At 1 April

Non-cash movements
Drawdowns

Loan repayments

At 31 March

13

2000 1999
£ £
37,860,611 53,934,881
(9,024,142) {15,943,568)
(7.369,298) (130,702)
21,467,171 37,860,611
2000 1999
as restated
£ £
1,458,829 2,979,166
(45,014) (165,863)
282 (8,225)
1,414,097 2,805,078
Partners' Partners’
loan loan
accounts accounts
2000 1999
£ £
- 25,882,036
(57,224) (576,603)
1,022,727 5,284,100
(965,503) (30,589,533)
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NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(c) Reconciliation of net cash flow to net debt 2000 1999
£ £
Decrease in cash in the year (152,617) (339,041)
Cash (inflow)/outflow from debt financing (57,224) 25,305,433
Change in net debt from cash flows (209,841) 24,966,392
Non-cash movements 57,224 576,603
Movement in net debt in the year (152,617) 25,542,995
Net debt at start of year 306,202 (25,236,793)
Net debt at end of year 153,585 306,202
(d) Analysis of net debt 1 April Cash Non-cash 31 March
1999 flow changes 2000
£ £ £ £
Cash 306,202 (152,617) - 153,585
Partners’ loan accounts - (57,224) 57,224 -
306,202 (209,841) 57,224 153,585

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.

14
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MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest in a diversified portfolio of predominantly unquoted
investments in Continental Europe, primarily in France, Germany, Italy and Spain.

The Partnership is no longer investing other than in follow-on financing. The Manager continues to

realise individual investments in appropriate circumstances.

Results

The net income for the year amounted to €3,389,981 (1999: €3,843,517) which has been allocated in full to
the Partners. Capital profits earned in the year amounted to €25,125,345 (1999 €59,711,253). This

comprises a release of €1,541,201 from the other unrealised reserve and capital profits of €23,584,144
which have been allocated to the Partners.

During the year the Partnership invested €3,234,277 in 8 businesses. A summary of movements on
investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to €97,900,000 (1999:
€97,900,000). At 31 March 2000 €95,942,000 of Partners’ Commitments had been drawn down. A
summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.
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MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 13.10 of the
Partnership Agreement.

For and on behalf of 3i plc

Yl

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

1A \quE; 2000



3i Europe Investment Partners No 1
AUDITORS’ REPORT

To the Partners of 3i Europe Investment Partners No 1

We have audited the accounts on pages 5 to 15 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 24 November 1993, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

Lk ;@7

Ernst & Young
Registered Auditor
Birmingham
—
// June 2000
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STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2600

Notes
Net income for the year
Net capital profits for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999

€ €
3,389,981 3,843,517
25,125,345 59,711,253
222,267 1,264,954
28,737,593 64,819,724
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INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Notes
Income

Income received from fixed asset investments

Dividends - unlisted
Dividends - listed
Interest - unlisted

Other income

Interest received on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital profits

Proceeds
Cost of investments sold

Profit on disposal

Movement in provision against investments 3

Net capital profits for the year

Total net result for the year

Transfer to other unrealised reserve 6

Allocation for the year to Partners accounts 5

2000 1999
€ €
2,330,126 1,821,506
102,897 61,786
927,024 1,736,485
3,360,047 3,619,777
135,448 234,165
3,495,495 3,853,942
(105,514) (10,425)
3,389,981 3,843,517
33,696,208 73,286,188
(10,112,064) (8,689,937)
23,584,144 64,596,251
1,541,201 (4,884,998)
25,125,345 59,711,253
28,515,326 63,554,770
(1,541,201) 4,884,998
26,974,125 68,439,768
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BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Other debtors
Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year

Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts

Income accounts

Capital accounts

Other reserves

Total Partners' funds

For and on behalf of 3i plc
%Z J /ﬂ Director
J

6 Ve 2000

Notes

3

Lth W b Lh

2000 1999
€ €
48,958,819 60,452,845
176,219 49,017
4,423,241 -
333,097 3,260,664
4,932,557 3,309,681
(182,500) (179,708)
4,750,057 3,129,973
53,708,876 63,582,818
11,940 11,940
5,592,904 17,175,978
6,709,783 5,164,218
48,594,489 50,194,390
60,909,116 72,546,526
(7,200,240) (8,963,708)
53,708,876 63,582,818




3i Europe Investment Partners No 1

CASH FLOW STATEMENT
for the year ended 31 March 2000

Notes
Operating activities

Dividends and loan investment interest received
Interest received on short term deposits
Administrative expenses

Net cash inflow from operating activities 8 (a)
Tax paid

Distribution of deferred withholding tax

Return on investments and servicing of finance

Distributions to Partners

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash inflow from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks

Net cash inflow before financing

Financing

Drawdowns from Partners 8 (b)
Loan repayments 8(b)

Net cash outflow from financing

(Decrease)/increase in cash 8(c)

2000 1999
€ €
3,215,874 3,715,738
135,448 234,165
(92,961) (70,002)
3,258,361 3,879,901
- (131,314)
(27,028,461) (43,514,856)
(3,234,277) (4,748,717)
40,083,125 83,156,341
36,848,848 78,407,624
(4,423,241) 3,225,537
8,655,507 41,866,892
2,937,000 -
(14,520,074) (40,579,841)

(11,583,074)

(40,579,841)

(2,927,567)

1,287,051
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NOTES TO TiIE ACCOUNTS

|. Accounting policies

a)

b)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.

Under clause 8.6.1 of the Partnership Agreement, the amount of any income distributed or
allocated to Partners is deemed to be the actual amount received grossed up for any withholding
tax deducted, less any withholding tax which would have been levied on the gross income if the
recipient of that income was a non-corporate tax exempt pension fund established in the United
States of America.

Accordingly, income received from investments is shown after deduction of the deemed
withholding tax and any difference between this and the actual income received is carried
forward in the balance sheet as deferred withholding tax. When income is allocated to Partners,
the deferred withholding tax relating to that income is released.




3i Europe Investmeut P:.rtners No 1

NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued

d) Currency translation

Assets and liabilities denominated in currencies other than Furo are translated at the rate of
exchange ruling at the balance sheet date.

Income and expenses denominated in currencies other than Euro are translated at the rate of
exchange ruling at the end of the quarter in which they arose. Capital gains and losses
denominated in currencies other than Euro are arrived at by converting proceeds at the rate of
exchange prevailing at the end of the month in which the proceeds were received.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate.

Investment Expenses

Expenses incurred in connection with investments which complete during the year are carried
forward in the balance sheet in the cost of investment assets.

Expenses incurred in connection with investment proposals which do not proceed to completion
are charged to the income account.

2. Net income for the year

2000 1999
€ €

This is stated after charging:
Auditors' remuneration 9,946 9.607

If an accruals basis of accounting for income had been adopted the net income for the year would
have been €3,334,488 (1999: €3,579,222).

10




3i Europe Investment Partners No 1

NOTES TO THE ACCOUNTS CONTINUED

3. Investments

Fixed
Equity Income
Shares Loans Shares Total
€ € € €
Cost
At 1 April 1999 46,489,225 21,664,776 410,839 63,564,840
Additions 2,997,226 237,051 - 3,234,277
Repayments and disposals (8,977,785) (7,291,719) - (16,269,504)
Transfers 726,050 (726,050) - -
At 31 March 2000 41,234,716 13,884,058 410,839 55,529,613
Amounts provided
At 1 April 1999 (4,345,314) (3,766,681) ; (8,111,995)
Movement for the year (note 6) 941,740 599,461 - 1,541,201
At 31 March 2000 (3,403,574) (3,167,220) - (6,570,794)
Net book value
At 31 March 2000 37,831,142 10,716,838 410,839 48,958,819
At 31 March 1999 42,143,911 17,898,095 410,839 60,452,845

In addition to the above investments, the Partnership has committed to provide up to a further
€150,084 to investee companies subject to certain conditions.

Of the above total €725,822 (1999: €726,111) relates to investments listed on recognised overseas
investment exchanges. The market value of these investments at 31 March 2000 was €2,068,402

(1999: €2,572,550).

11




3i Europe Investment Partners No 1

NOTES TO THE ACCOUNTS CONTINUED

4,

Creditors: amounts falling due within one year

Other creditors
Accruals

Partners' accounts

At 1 April 1999

Net drawdowns
Allocation of net income
and net capital profits
Distributions of cash

Movement in
Partners' accounts

At 31 March 2000

2000 1999
€ €
129,440 129,921
53,060 49,787
182,500 179,708
Capital
contribution Loan Income Capital
accounts accounts accounts accounts Totatl
€ € € € €
11,940 17,175,978 5,164,218 50,194,390 72,546,526
- 2,937,000 - - 2,937,600
- - 3,389,981 23,584,144 26,974,125
- (14,520,074) (1,844,416) (25,184,045) (41,548,535)
- (11,583,074) 1,545,565 (1,599,901) (11,637,410)
11,940 5,592,904 6,709,783 48,594,489 60,909,116

12




3i Europe Investment Partners No 1

NOTES TO THE ACCOUNTS CONTINUED

6. Other reserves

Unprealised Other
exchange unrealised

reserve reserve Total

€ € €
At 1 April 1999 (851,713) (8,111,995) (8,963,708)
Movement in the year 222,267 1,541,201 1,763,468
At 31 March 2000 (629,446) (6,570,794) {7,200,240)

7. Reconciliation of movements in Partners' funds

20060 1999

€ €

At 1 April 63,582,818 82,857,791
Movement in Partners' accounts (note ) (11,637,410) (15,654,929)
Movement on other reserves (note 6) 1,763,468 (3,620,044)
At 31 March 53,708,876 63,582,818

8. Notes to the cash flow statement

(a) Reconciliation of net income for the year 2000 1999
to net cash inflow from operating activities € €
Net income for the year 3,389,981 3,843,517
Deferred withholding tax (144,173) 95,961
Increase/(decrease) in creditors relating to operating activities 10,746 (12,486}
Decrease/(increase) in debtors relating to operating activities 1,807 (47,091)
Net cash inflow from operating activities 3,258,361 3,879,901

13




3i Europe Investment Partners No 1

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(b) Analysis of changes in financing during the year

At 1 April
Loan repayments
Drawdowns

At 31 March

(c) Reconciliation of net cash flow to net debt

{Decrease)/increase in cash in the year
Increase/(decrease) in money market deposits with banks
Cash outflow from debt financing

Movement in net debt in the year
Net debt at start of year

Net debt at end of year

14

Partners' Partners'
loan loan
accounts accounts
2000 1999
€ €
17,175,978 57,755,819
(14,520,074) (40,579,841)
2,937,000 -
5,592,904 17,175,978
2000 1999
€ €
(2,927,567) 1,287,051
4,423,241 (3,225,537
11,583,074 40,579,841
13,078,748 38,641,355
(13,915,314) (52,556,669)
(836,566) (13,915,314)




3i Europe Investment Partners No 1

NOTES TO THE ACCOUNTS CONTINLED

8. Notes to the cash flow statement continued

(d) Analysis of net debt 1 April Cash 31 March

1999 flow 2000

€ € €

Cash 3,260,664 (2,927,567) 333,097
Money market deposits

with banks - 4,423,241 4,423 241

Partners' loan accounts (17,175,978) 11,583,074 (5,592,904)

{13,915,314) 13,078,748 (836,566)

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.

15
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3i Eurcpe Investment Partners No 2

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activifies and future prospects

The principal activity of the Partnership is to invest in a diversified portfolio of predominantly unquoted
investments in Continental Europe, primarily in France, Germany, Italy and Spain.

The Partnership is no longer investing other than in follow-on financing. The Manager continues to

realise individual investments in appropriate circumstances.

Results

The net income for the year amounted to €4,372,422 (1999: €5,156,836) which has been allocated in full to
the Partners. Capital profits eamed in the year amounted to €34,132,335 (1999 €80,868,640). This
comprises a release of €2,089,863 from the other unrealised reserve and capital profits of €32,042,472
which have been allocated to the Partners.

During the year the Partnership invested €4,384,122 in 8 businesses. A summary of movements on
investments is given in note 3 to the accounts.

Partners? interests

At 31 March 2000 Partners” Commitments to subscribe capital and loan amounted to €132,700,000 (1999:
€132,700,000). At 31 March 2000 €130,046,000 of Partners’ Commitments had been drawn down. A
summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i Europe Investment Partners No 2
MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 13.8 of the
Partnership Agreement.

For and on behalf oi’:Z‘

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

36 \uiges 2000




3i Europe Investment Partners No 2
AUDITORS’ REPORT

To the Partners of 3i Europe Investment Partners No 2

We have audited the accounts on pages 5 to 15 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Qur responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 24 November 1993, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or emror. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Reguiations 1993.

Emst & Young
Registered Auditor
Birmingham

26 June 2000




3i Europe Investment Partners No 2

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Notes
Net income for the year
Net capital profits for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999

€ €
4,372,422 5,156,836
34,132,335 80,868,640
302,756 1,715,648
38,807,513 87,741,124




3i Europe Investment Partners No 2

INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Notes
Income

Income received from fixed asset investments

Dividends - unlisted
Dividends - listed
Interest - unlisted

Other income

Interest received on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital profits

Proceeds
Cost of investments sold

Profit on disposal

Movement in provision against investments 3

Net capital profits for the year

Total net result for the year

Transfer to other unrealised reserve 6

Allocation for the year to Partners' accounts 5

2000 1999
€ €

2,954,063 2,379,902
113,316 68,038
1,270,737 2,405,564
4,338,116 4,853,504
171,040 318,010
4,509,156 5,171,514
(136,734) (14,678)
4,372,422 5,156,836
45,794,810 99,265,746
(13,752,338) (11,773,704)
32,042,472 87,492,042
2,089,863 (6,623,402)
34,132,335 80,868,640
38,504,757 86,025,476
(2,089,863) 6,623,402
36,414,894 92,648,878




3i Europe Investment Partners No 2

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Other debtors
Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts

Income accounts

Capital accounts

Qther reserves

Total Partners' funds

For and on bghait of 3i plc
W J/j irector

J6 JM'I& 2000

Notes

3

4

Lh L th Lh

2000 1999
€ €
66,387,358 82,014,165
608 433
5,914,389 -
405,590 4,181,363
6,320,587 4,181,796
(301,988) (257,095)
6,018,599 3,924,701
72,405,957 85,938,866
16,183 16,183
7,503,182 23,246,593
8,670,722 6,775,344
66,004,641 68,082,136
82,194,728 98,120,256
(9,788,771) (12,181,390)
72,405,957 85,938,866




3i Europe Investment Partners No 2

CASH FLOW STATEMENT
for the year ended 31 March 2000

Notes
Operating activities

Dividends and loan investment interest received
Interest received on short term deposits
Administrative expenses

Net cash inflow from operating activities 8(a)
Tax paid

Distribution of deferred withholding tax

Return on investments and servicing of finance

Distributions to Partners

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash inflow from capital expenditure
and financial investment

Management of liquid resources
Net movement in money market deposits with banks

Net cash inflow before financing

Financing

Drawdowns from Partners 8 (b
Loan repayments 8 (b

Net cash outflow from financing

(Decrease)/increase in cash 8 (c)

2000 1999
€ €

4,356,419 5,058,543
171,040 318,010
(120,079) (95,936)
4,407,380 5,280,617
- (314,328)
(36,597,011) (58,948,963)
(4,384,122) (6,437,148)
54,455,780 111,810,647
50,071,658 105,373,499
(5,914,389) 5,161,052
11,967,638 56,551,877
3,981,000 -
(19,724,411) (55,039,196)

(15,743,411)

(55,039,196)

(3,775,773)

1,512,681




3i Europe Investment Partners No 2

NOTES TO THE ACCOUNTS

1. Accounting policies

a)

b)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.

Under clause 8.6.1 of the Partnership Agreement, the amount of any income distributed or
allocated to Partners is deemed to be the actual amount received grossed up for any withholding
tax deducted, less any withholding tax which would have been levied on the gross income if the
reciptent of that income was a non-corporate tax exempt pension fund established in the United
Kingdom.

Accordingly, income received from investments is shown after deduction of the deemed
withholding tax and any difference between this and the actual income received is carried
forward in the balance sheet as deferred withholding tax. When income is allocated to Partners,
the deferred withholding tax relating to that income is released.




3i Europe Investment Partners No 2

NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued

d) Currency translation

Assets and liabilities denominated in currencies other than Euro are translated at the rate of
exchange ruling at the balance sheet date.

Income and expenses denominated in currencies other than Euro are translated at the rate of
exchange ruling at the end of the quarter in which they arose. Capital gains and losses
denominated in currencies other than Euro are arrived at by converting proceeds at the rate of
exchange prevailing at the end of the month in which the proceeds were received.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate.

Investment Expenses

Expenses incurred in connection with investments which complete during the year are carried
forward in the balance sheet in the cost of investment assets.

Expenses incurred in connection with investment proposals which do not proceed to completion
are charged to the income account.

2. Net income for the year

2000 1999
€ €

This is stated after charging:
Auditors' remuneration 13,482 13,022

If an accruals basis of accounting for income had been adopted the net income for the year would
have been €4,486,415 (1999: €4,640,553).

10



3i Europe Investment Partners No 2

NOTES TO THE ACCOUNTS CONTINUED

3. Investments

Fixed
Equity Income
Shares Loans Shares Total
€ € € €
Cost
At 1 April 1999 63,069,673 29,410,215 557,422 93,037,310
Additions 4,062,843 321,279 - 4,384,122
Repayments and disposals (12,214,817) (9,885,975) - (22,100,792)
Transfers 984,058 (984,058) - -
At 31 March 2000 55,901,757 18,861,461 557,422 75,320,640
Amounts provided
At 1 April 1999 (5,901,228) (5,121,917) - (11,023,145)
Movement for the year (note 6) 1,277,233 812,630 - 2,089,863
At 31 March 2000 (4,623,995) (4,309,287) - (8,933,282)
Net book value
At 31 March 2000 51,277,762 14,552,174 557,422 66,387,358
At 31 March 1999 57,168,445 24,288,298 557,422 82,014,165

In addition to the above investments, the Partnership has committed to provide up to a further

€203,434 to investee companies subject to certain conditions.

Of the above total €983,768 (1999: €984,160) relates to investments listed on recognised overseas

investment exchanges.

11

The market value of these investments at 31 March 2000 was
€2,803,481 (1999: €3,486,800).




3i Europe Investment Partners No 2

NOTES TO THE ACCOUNTS CONTINUED

4. Creditors: amounts falling due within one year

2000 1999
€ €
Other creditors 230,067 188,560
Accruals 71,921 66,609
Net amount due to parallel fund - 1,926
301,988 257,095
Partners' accounts
Capital
contribution Loan Income Capital
accounts accounts accounts accounts Total
€ € € € €
At 1 April 1999 16,183 23,246,593 6,775,344 68,082,136 98,120,256
Net drawdowns - 3,981,000 - - 3,981,000
Allocation of net income
and net capital profits - - 4,372,422 32,042,472 36,414,894
Distributions of cash - (19,724,411) (2,477,044) (34,119,967) (56,321,422)
Movement in
Partners' accounts - (15,743,411) 1,895,378 (2,077,495) (15,925,528)
At 31 March 2000 16,183 7,503,182 8,670,722 66,004,641 82,194,728

12



3i Europe Investment Partners No 2

NOTES TO THE ACCOUNTS CONTINUED

6. Other reserves

Unrealised Other
exchange unrealised
reserve reserve Total
€ € €
At 1 April 1999 (1,158,245) (11,023,145) (12,181,390)
Movement in the year 302,756 2,089,863 2,392.619
At 31 March 2000 (855,489) (8,933,282) (9,788,771)
7. Reconciliation of movements in Partners’ funds
2000 1999
€ €
At 1 April 85,938,866 112,185,901
Movement in Partners' accounts (note 5) (15,925,528) (21,339,281)
Movement on other reserves (note 6) 2,392,619 (4,907,754)
At 31 March 72,405,957 85,938,866
8. Notes to the cash flow statement

(a) Reconciliation of net income for the year 2000 1999

to net cash inflow from operating activities € €

Net income for the year 4,372,422 5,156,836

Deferred withholding tax 18,303 205,039

Increase/(decrease) in creditors relating to operating activities 16,830 (80,825)

Increase in debtors relating to operating activities (175) (433)

Net cash inflow from operating activities 4,407,380 5,280,617

13




3i Europe Irvestment Partners No 2

NOTES TO TEE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(b) Analysis of changes in financing during the year

At 1 April
Loan repayments
Drawdowns

At 31 March

(c) Reconciliation of net cash flow to net debt

(Decrease)/increase in cash in the year
Increase/(decrease) in money market deposits with banks
Cash outflow from debt financing

Movement in net debt in the year
Net debt at start of year

Net debt at end of year

14

Partners' Partners'
loan loan
accounts accounts
2000 1999

€ €
23,246,593 78,285,789
(19,724,411) (55,039,196)
3,981,000 -
7,503,182 23,246,593
2000 1999

€ €
(3,775,773) 1,512,681
5,914,389 (5,161,052)
15,743,411 55,039,166
17,882,027 51,390,825
(19,065,230) (70,456,055)

(1,183,203)

(19,065,230)




3i Europe Investment Partners No 2

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(d) Analysis of net debt

Cash

Money market deposits
with banks

Partners' loan accounts

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any

1 April Cash 31 March

1999 flow 2000

€ € €

4,181,363 (3,775,773) 405,590

- 5,914,389 5,914,389
(23,246,593) 15,743,411 (7,503,182)
(19,065,230) 17,882,027 (1,183,203)

taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.

15
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3i UK Investment Partners

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest alongside 3i Group plc in a portfolio of UK based
Management Buy Out / Buy In transactions where the total funding requirement is more than £10,000,000.

The Partnership is no longer investing other than in follow-on ﬁnahcing. The Manager continues to realise
individual investments in appropriate circumstances.

Results

The net income for the year amounted to £7,276,151 (1999 restated: £8,127,022) which has been allocated
in full to the Partners. Capital profits for the year amounted to £13,226,047 (1999: £7,177,550 losses). This
comprises capital losses of £23,536,085 which have been taken to the other unrealised reserve and capital
profits of £36,762,132 which have been allocated to the Partners.

During the year the Partnership invested £4,487,481 in 7 businesses. A summary of movements on
investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to £175,410,010 (1999:

£175,410,010). At 31 March 2000 £163,131,310 of Partners’ Commitments had been drawn down. A
summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.
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3i UK Investment Partners
MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 21(I) of the
Partnership Agreement.

For and on behalf of 3i plc

il

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

Jo/5/ 2000




3i UK Investment Partners
AUDITORS’ REPORT

To the Partners of 31 UK Investment Partners

We have audited the accounts on pages 5 to 14 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on page 9.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. [t is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. QOur responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 4 March 1996, consistently applied and
adequately disclosed.

. 'We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

é vor. YO
Emst & Young
Registered Auditor
Birmingham

30 rvay 2000




3i UK Investment Partners

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Net income for the year

Net capital result for the year

Total recognised gains and losses relating to the year

Notes 2000 1999
as restated

£ £

7,276,151 8,127,022

13,226,047 (7,177,550)

20,502,198 949,472




3i UK Investment Partners

INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Income

Income received from fixed asset investments

Dividends - unlisted
Interest - unlisted

Other Income

Interest received on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year

Capital profits

Proceeds
Cost of investments sold

Profit on disposal

Movement in provision against investments

Net capital result for the year

Total net result for the year

Dividend tax credits
Transfer to other unrealised reserve

Allocation for the year to Partners' capital accounts

Notes

1(b)

2000 1999
as restated

£ £

5,318,906 5,107,425
1,667,717 2,842,799
6,986,623 7,950,224
318,197 202,647

7,304,820 8,152,871
(28,669) (25,849)
7,276,151 8,127,022
57,721,187 2,610,132
(20,959,055) (193,482)
36,762,132 2,416,650
(23,536,085) (9,594,200}
13,226,047 (7,177,550)
20,502,198 949,472
707,281 1,181,747
23,536,085 9,594,200
44,745,564 11,725,419




3i UK Investment Partners

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors
Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year

Accruals
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts
Capital accounts

Other unrealised reserve

Total Partners' funds

For and onAghalf of 3i plc
m _/ / Director

/57 2000

Notes

2000 1999
£ £
93,055,731 141,412,748
211,160 371,142
1,100,324 1,701,485
200,556 518,064
1,512,040 2,590,691
(9,453) (13,460)
1,502,587 2,577,231
94,558,318 143,989,979
17,551 17,551
64,569,610 128,013,662
63,101,442 25,552,966
127,688,603 153,584,179
(33,130,285) (9,594,200)
94,558,318 143,989,979




3i UK Investment Partners

CASH FLOW STATEMENT
for the year ended 31 March 2000

Operating activities

Dividends and loan investment interest received
Interest received on short term deposits
Administrative expenses

Net cash inflow from operating activities

Return on investments and servicing of finance

Distributions to Partners

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash inflow/(outflow) from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks

Net cash inflow before financing

Financing

Drawdowns from Partners
Loan repayments

Net cash outflow from financing

Decrease in cash

Notes

8 (a)

8 (b)
8 (b)

8 (c)

2000 1999
as restated

£ £
6,653,084 7,381,700
318,197 202,647
(32,676) (32,183)
6,938,605 7,552,164
(7,027,364) (312,320)
(4,487,481) (7,615,178)
66,070,545 4,114,932
61,583,064 (3,500,246)
601,161 (247,352)
62,095,466 3,492,246
3,508,200 7,893,450
(65,921,174) (12,096,590)

(62,412,974)

(4,203,140)

(317,508)

(710,894)




3i UK Investment Partners

NOTES TO THE ACCOUNTS

1.

Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Basis of preparation

The Partnership has adopted Financial Reporting Standard 16 "Current Tax' for the year to 31
March 2000. This gives rise to a change in accounting policy. Dividends received from UK
companies no longer include attributable dividend tax credits. In accordance with accounting
standards comparative figures for dividend income have been restated to reflect this change.

However, in accordance with the Partnership Agreement, allocations to Partners are deemed to
be gross of attributable tax credits. Therefore, tax credits on dividends received during the year
have been added back to the result for the year in determining the allocations to Partners'
accounts.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during-the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.




3i UK Investment Partners

NOTES TO THE ACCOUNTS CONTINUED

2. Net income for the year

This is stated after charging:
Auditors' remuneration

2000

8,453

1999

7,050

If an accruals basis of accounting for income had been adopted the net income for the year would

have been £7,836,386 (1999 restated: £8,100,132).

investments
Fixed
Equity Income
Shares Loans Shares Total
£ £ £ £
Cost
At April 1999 15,355,802 36,323,482 99,327,664 151,006,948
Additions 29 4,487,452 .- 4,487 481
Transfers on conversion (76,364) - 76,364 -
Repayments and disposals (1,480,071) (9,749,358)  (18,078,984)  (29,308,413)
At 31 March 2000 13,799,396 31,061,576 81,325,044 126,186,016
Amounts provided
At 1 April 1999 (725,992) (600,000) (8,268,208) (9,594,200)
Provided during the year (note 6) (1,123,000) (3,866,085) (18,547,000) (23,536,085)
At 31 March 2000 (1,848,992) (4,466,085) (26,815,208) (33,130,285)
Net book value
At 31 March 2000 11,950,404 26,595,491 54,509,836 93,055,731
At 31 March 1999 14,629,810 35,723,482 91,059,456 141,412,748

10




3i UK Investment Partners

NOTES TO THE ACCOUNTS CONTINUED

3. Investments continued

In addition to the above investments, the Partnership has committed to provide up to a further
£462,000 to investee companies subject to certain conditions.

Debtors
2000 1999
£ £
Tax credits awaiting distribution 211,160 371,142
Partners' accounts
Capital
contribution Loan Capital
accounts accounts accounts Total
£ £ £ £

At April 1999 17,551 128,013,662 25,552,966 153,584,179
Net drawdowns - 3,508,200 - 3,508,200
Allocation of net income and

net capital profits - - 44,745,564 44,745,564
Distributions of cash - (65,921,174) {7,027,364) (72,948,538)
Distributions of tax - (1,031,078) (169,724) (1,200,802)
Movement in Partners'

accounts - {63,444,052) 37,548,476 (25,895,576)
At 31 March 2000 17,551 64,569,610 63,101,442 127,688,603

11




3i UK Investment Partners

NOTES TO THE ACCOUNTS CONTINUED

6. Other unrealised reserve

At 1 April 1999
Movement in the year

At 31 March 2000

7. Reconciliation of movements in Partners' funds

At 1 April
Movement in Partners’ accounts (note 5)
Movement on other unrealised reserves (note 6)

At 31 March

8. Notes to the cash flow statement

(a) Reconciliation of net income for the year
to net cash inflow from operating activities

Net income for the year
Income tax
Decrease in creditors

Net cash inflow from operating activities

12

(9,594,200)
(23,536,085)

(33,130,285)
2000 1999
£ £
143,989,979 148,343,584
(25,895,576) 5,240,595
(23,536,085) (9,594,200)
94,558,318 143,989,979
2000 1999
as restated
£ £
7,276,151 8,127,022
(333,539) (568,524)
(4,007) (6,334)
6,938,605 7,552,164




3i UK Investment Partners

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

13

(b) Analysis of changes in financing during the year Partners’ Partners'
loan loan

accounts accounts

2000 1999

£ £

At 1 April 128,013,662 134,110,070
Loan repayments (65,921,174) (12,096,590)
Drawdowns 3,508,200 7,893,450
Non-cash movements (1,031,078) (1,893,268)

At 31 March 64,569,610 128,013,662

(c) Reconciliation of net cash flow to net debt 2000 1999
£ £

Decrease in cash in the year (317,508) (710,894)
Cash outflow from debt financing 62,412,974 4,203,140
(Decrease)/increase in money market deposits with banks (601,161) 247352
Change in net debt from cash flows 61,494,305 3,739,598
Non-cash movements 1,031,078 1,893,268
Movement in net debt in the year 62,525,383 5,632,866
Net debt at start of year {125,794,113)  (131,426,979)
Net debt at end of year (63,268,730)  (125,794,113)




3i UK Investment Partners

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(d) Analysis of net debt 1 April Cash Non-cash 31 March

1999 flow changes 2000

£ £ £ £

Cash 518,064 (317,508) ; 200,556
Money market deposits

with banks 1,701,485 {601,161) - 1,100,324

Partners' loan accounts (128,013,662) 62,412,974 1,031,078 (64,569,610)

(125,794,113) 61,494,305 1,031,078 {63,268,730)

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.

14
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JiUKIPIILP

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest alongside 3i Group plc and 3i Parallel Ventures LP in
a portfolio of UK based Management Buy Out / Buy In transactions where the total funding requirement is
more than £15,000,000.

The Manager does not foresee any future changes in the activity of the Partnership.

Results

The net income for the year amounted to £8,018,548 (1999: as restated £2,946,927) which has been
allocated in full to the Partners. Capital profits for the year amounted to £811,451 (1999: loss £7,348,058).
This comprises capital losses of £2,696,100 which have been taken to the other unrealised reserve and

capital profits of £3,507,551 which have been allocated to the Partners. In addition, tax credits of £72,928
(1999: £6,339) have been allocated to the Partners.

During the year the Partnership invested £105,793,547 in 25 businesses. A summary of movements on

investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to £378,000,020 (1999:
£378,000,020). At 31 March 2000 £274,050,020 of Partners’ Commitments had been drawn down. A
summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concem basis unless it is inappropriate to presume that the
Partnership will continue in business.




JiUKIPIILP
MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with |
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the |
Manager. |

Auditors | ‘

Emst & Young remain in office as auditors of the Partnership in accordance with clause 21.10 of the
Partnership Agreement.

W,

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

S /57 2000

For and on behalf of 3i plc :
|
|
|
I



JIUKIPIILP
AUDITORS’ REPORT

To the Partners of 3i UKIP II LP

We have audited the accounts on pages 5 to 15 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 18 November 1997, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

(riccr Yo ©
Emst & Young
Registered Auditor
Birmingham

ey 2000




3i UKIP II LP

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Notes
Net income for the year
Net capital result for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999
as restated

£ £
8,018,548 2,946,927
811,451 {7,348,058)
101,909 179,767
8,931,908 (4,221,364)




3iUKIPIILP

INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Notes

Income

Income received from fixed asset investments

Dividends - unlisted
Interest - unlisted

Other Income

Interest received on short term deposits
Interest paid by Partners admitted after First Closing

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital profits

Proceeds
Cost of investments sold
Profit/(loss) on syndication of investments

Profit/(loss) on disposal

Movement in provision against investments 3

Net capital result for the year

Total net result for the year

Dividend tax credits 1(b)
Transfer to other unrealised reserve 6
Allocation for the year to Partners’ accounts 5

2000 1999
as restated
£ £
656,354 40,417
6,518,719 1,251,935
7,175,073 1,292,352
898,967 1,474,695
- 258,419
8,074,040 3,025,466
(55,492) (78,539)
8,018,548 2,946,927
12,595,606 -
(9,095,993) -
7,938 (25,358)
3,507,551 (25,358)
(2,696,100} (7,322,700)
811,451 (7,348,058)
8,829,999 {4,401,131)
72,928 6,339
2,696,100 7,322,700
11,599,027 2,927,908




JiUKIPIILP

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors

Investments

Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year

Accruals
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts

Capital accounts

Profit share accounts

QOther reserves
Loan to General Partner

Total Partners' funds

For and ¢ alf of 3i plc

,%/ ,V/ Director

B/s/ 2000

Notes 2000 1999
£ £
3 215,871,796 132,267,547
4 666,314 196,558
11,800,000 -
16,662,560 6,915,643
598,527 378,428
29,727,401 7,490,629
(8,685) (78,580)
29,718,716 7,412,049
245,590,512 139,679,596
5 37,820 37,820
5 252,595,893 151,162,200
5 2,360,766 (25,358)
5 333,157 98,279
255,327,636 151,272,941
6 (9,737,124) (7,142,933)
- (4,450,412)
7 245,590,512 139,679,596




3i UKIPHI LP

CASH FLOW STATEMENT
for the year ended 31 March 2000

Operating activities

Dividends and loan investment interest received
Interest received on short term deposits

Interest paid by Partners admitted after First Closing
Administrative expenses

Net cash inflow from operating activities

Return on investments and servicing of finance

Distributions to Partners
Increase in loan to General Partner
Drawings on account of tax distribution

Net cash outflow from return on investments
and servicing of finance

Capital expenditure and financial investment

Purchase of fixed asset investments
Purchase of current asset investment

Sale, repayment or redemption of fixed asset investments

Net cash outflow from capital expenditure and
financial investment

Management of liquid resources

Net movement in money market deposits with banks

Net cash outflow before financing
Financing

Drawdowns from Partners - Capital contribution
- Loan
Loan repayments

Net cash inflow from financing

Increase/(decrease) in cash

Notes

8 (a)

8 (b)
8 (b)

8 (c)

2000 1999
£ £
5,024,840 1,041,965
898,967 1,474,695
- 258,419
(126,872) (33,282)
5,796,935 2,741,797
(3,388,426) (2,682,579)
- (2,858,022)
(234,878) (98,279)
(3,623,304) (5,638,880)
(104,944,451) (113,525,599)
(11,800,000) ;
23,104,143 ;
(93,640,308) (113,525,599)
(9,746,917) 12,584,357
(101,213,594) (103,838,325)
; 6,000
122,850,000 103,494,000
(21,416,307) -
101,433,693 103,500,000
220,099 (338,325)




JiUKIPII LP

NOTES TO THE ACCOUNTS

1. Accounting policies

a)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

b) Basis of preparation

d)

The Partnership has adopted Financial Reporting Standard 16 'Current Tax' for the year to 31
March 2000. This gives rise to a change in accounting policy. Dividends received from UK
companies no longer include attributable dividend tax credits. In accordance with accounting
standards comparative figures for dividend income have been restated to reflect this change.

However, in accordance with the Partnership Agreement, allocations to Partners are deemed to
be gross of attributable tax credits. Therefore, tax credits on dividends received during the
year have been added back to the result for the year in determining the allocations to Partners’
accounts.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.




3iUKIPII LP

NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued
¢} Currency translation

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than sterling are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.

f) Loan to General Partner

To the extent that there is insufficient net income or capital gains to allocate against the
General Partner's drawings, the balance of the drawings takes the form of an interest free loan.
This loan is not recoverable from the General Partner other than by future allocations of net
income or capital gains in accordance with the Partnership Agreement. Such allocations will
have priority over allocations to other Partners.

2. Net income for the year

2000 1999
£ £

This 1s stated after charging: _ -
Auditors' remuneration i 6,200 5,875

If an accruals basis of accounting for income had been adopted the net income for the year would
have been £10,481,940 (1999 restated: £4,301,093).

10




JiUKIPIILP

NOTES TO THE ACCOUNTS CONTINUED

3.

Investments

Cost

At 1 April 1999

Currency translation
Additions net of syndications
Repayments and disposals
Transfers

At 31 March 2000

Amounts provided

At 1 April 1999
Provided during the year

At 31 March 2000

Net book value
At 31 March 2000

At 31 March 1999

Fixed
Equity Income

Shares Loans Shares Total

£ £ £ £
13,389,634 116,029,290 10,171,323 139,590,247
28,332 14,697 58,880 101,909
8,808,559 94,551,266 2,433,722 105,793,547
(2,004,293) (17,590,814) - (19,595,107)
6,269,999 (6,269,999) - -
26,492,231 186,734,440 12,663,925 225,890,596
(231,000)  (7,091,700) - (7,322,700)
{(6,480,999) 3,784,899 - (2,696,100)
(6,711,999  (3,306,801) - (10,018,300)
19,780,232 183,427,639 12,663,925 215,871,796
13,158,634 108,937,590 10,171,323 132,267,547

In addition to the above investments, the Partnership has committed to provide up to a further
£3,199,000 to investee companies subject to certain conditions.

11




JiUKIPIILP

NOTES TO THE ACCOUNTS CONTINUED

4,

Debtors

Tax credits awaiting distribution
Drawings on account of tax distribution

Partners' accounts

At 1 April 1999

Net drawdowns
Allocation of net income
and net capital gains
Distributions of cash
Distributions of tax
Transfer from loan to
General Partner

Movement in Partners'
accounts

At 31 March 2000

2000 1999

£ £

333,157 98,279

333,157 98,279

666,314 196,558

Capital
contribution Loan Capital Profit share

accounts accounts accounts accounts Total
£ £ £ £ £

37,820 151,162,200 (25,358) 98,279 151,272,941

- 122,850,000 - - 122,850,000

- - 2,386,124 9,212,903 11,599,027
- (21,416,307) - (3,388,426) (24,804,733)
- - - (1,139,187  (1,139,187)
- - - (4,450,412) (4,450,412)

- 101,433,693 2,386,124 234 878 104,054,695

37,820 252,595,893 2,360,766 333,157 255,327,636

12




3iUKIPII LP

NOTES TO THE ACCOUNTS CONTINUED

6.

Other reserves

Unrealised Other
exchange  unrealised
reserve reserve Total
£ £ £
At 1 April 1999 ' 179,767 (7,322,700)  (7,142,933)
Movement in the year 101,909  (2,696,100) (2,594,191)
At 31 March 2000 281,676 (10,018,800) (9,737,124)
Reconciliation of movements in Partners' funds
20600 1999
£ £
At 1 April 139,679,556 46,107,630
Movement in Partners' accounts (note 5) 104,054,695 103,572,921
Movement on other reserves (note 6) (2,594,191)  (7,142,933)
Movement in loan to General Partner 4,450,412  (2,858,022)
At 31 March 245,590,512 139,679,596
Notes to the cash flow statement
(a) Reconciliation of net income for the year 2000 1999
to net cash inflow from operating activities as restated
£ £
Net income for the year 8,018,548 2,946,927
Income tax (1,301,137) (250,387)
(Decrease)/increase in creditors relating to operating activities (71,380) 45,257
Non-cash income (849,096) -
Net cash inflow from operating activities 5,796,935 2,741,797

13




3i UKIP II LP

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(b) Analysis of changes in financing during the year Partners’ Partners'
loan loan

accounts accounts

2000 1999

£ £

At 1 April 151,162,200 47,668,200
Loan repayments (21,416,307) -
Drawdowns 122,850,000 103,494,000

At 31 March 252,595,893 151,162,200

(c) Reconciliation of net cash flow to net debt

Increase/(decrease) in cash in the year

Cash inflow from debt financing

Increase/(decrease) in money market deposits
with banks

Movement in net debt in the year
Net debt at start of year

Net debt at end of year

(d) Analysis of net debt

Cash
Money market deposits with banks
Partners' loan accounts

14

2000 1999
£ £
220,099 (338,325)

(101,433,693) (103,494,000)

9,746,917  (12,584,357)

(91,466,677) (116,416,682)
(143,868,129) (27,451,447)

(235,334,806) (143,868,129)

1 April Cash 31 March
1999 flow 2000

£ £ £
378,428 220,099 598,527
6,915,643 9,746,917 16,662,560

(151,162,200) (101,433,693) (252,595,893)

(143,868,129) (91,466,677) (235,334,806)
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NOTES TO THE ACCOUNTS CONTINUED

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.
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3i NPM Smaller MBO Plan

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest alongside 31 Group plc and 3i Smaller MBO Plan in a
portfolio of UK based Management Buy Out / Buy In transactions where the total funding requirement is
less than £15,000,000.

The Manager does not foresee any future changes in the activity of the Partnership.

Results

The net income for the year amounted to £1,295,975 (1999 restated: £917,390) which has been allocated
in full to the Partners. Capital losses for the year amounted to £4,791,331 (1999: £nil). This comprises
capital losses of £3,581,333 which have been taken to the other unrealised reserve and capital losses of
£1,210,000 which have been allocated to the Partners. In addition, tax credits of £15,269 (1999: £44,334)
have been allocated to the Partners.

During the year the Partnership invested £11,313,012 in 14 businesses. A summary of movements on

investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to £50,000,020 (1999:
£50,000,020). At 31 March 2000 £33,122,118 (1999: £22,197,524) of Partners’ Commitments had been
drawn down. A summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i NPM Smaller MBO Plan

MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 19(H) of the
Partnership Agreement.

For and on behalf of 3i plc

Y%/

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

2/s/ 2000




3i NPM Smaller MBO Plan
AUDITORS’ REPORT

To the Partners of 3i NPM Smaller MBO Plan

We have audited the accounts on pages 5 to 14 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 20 August 1997, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from matenial misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partmership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

Crier, ié“tf
Emst & Young
Registered Auditor
Birmingham

30max 2000




3i NPM Smaller MBO Plan

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Notes
Net income for the year
Net capital result for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999

as restated

£ £
1,295,975 917,390
(4,791,333) -
(10,641) -
(3,505,999 917,390




3i NPM Smaller MBO Plan

INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Notes

Income

Income received from fixed asset investments

Dividends - unlisted
Interest - unlisted
Fee income

Other Income

Interest received on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital

Proceeds
Cost of investments sold

Loss on disposal

Movement in provision against investments 3

Net capital result for the year

Total net result for the year

Dividend tax credits 1(b)
Transfer to other unrealised reserve 6

Allocation for the year to Partners' accounts 5

2000 1999

as restated

£ £

149,517 200,389
1,133,844 687,479
- 2,000

1,283,361 889,868
19,099 35,937
1,302,460 925,805

(6,485) (8,415)
1,295,975 917,390
(1,210,000) -
{1,210,000) -
(3,581,333) -
(4,791,333) -
(3,495,358) 917,390
15,269 44334
3,581,333 -
101,244 961,724




3i NPM Smaller MBO Plan

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors

Money market deﬁosits with banks
Cash at bank

Creditors: amounts falling due within one year

Accruals
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts

Capital accounts

Profit share accounts

Other reserves

Total Partners' funds

For and on behalf of 3i ple

. / Director
A

30/5/ 2000

Notes

3

Lo oLth W oL

2000 1999
£ £
27,620,582 21,384,103
54,573 44,277

- 590,515

271,327 130,398
325,900 765,190
(6,169) (5,875)
319,731 759,315
27,940,313 22,143,418
5,020 5,020
31,316,729 21,429,673
210,538 708,725
31,532,287 22,143,418
(3,591,974) -
27,940,313 22,143,418




3i NPM Smaller MBO Plan

CASH FLOW STATEMENT
for the year ended 31 March 2000

Notes 2000 1999

Operating activities £ £
Dividends and loan investment interest received 1,056,604 750,372
Interest received on short term deposits 19,099 35,937
Fee income - 2,000
Administrative expenses ' (6,191) (7,540)
Net cash inflow from operating activities 8(a) 1,069,512 780,769
Return on investments and servicing of finance
Distributions to Partners (491,613) (225,535)
Capital expenditure and financial investment
Purchase of fixed asset investments (11,323,653) (12,563,470)
Sale, repayment or redemption of fixed asset investments 285,200 380,000
Net cash outflow from capital expenditure

and financial investment (11,038,453) (12,183,470)
Management of liquid resources
Net movement in money market deposits with banks 590,515 f 210,108
Net cash outflow before financing (9,870,039) (11,418,128)
Financing
Drawdowns from Partners 8 (b) 10,924,594 11,728,470
Loan repayments 8 (b) {913,626) (675,538)
Net cash inflow from financing 10,010,968 11,052,932
Increase/(decrease) in cash ' 8(c) 140,929 (365,196)




3i NPM Smaller MBO Plan

NOTES TO THE ACCOUNTS

1. Accounting policies

a)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

b) Basis of preparation

The Partnership has adopted Financial Reporting Standard 16 'Cwrent Tax' for the year to 31
March 2000. This gives rise to a change in accounting policy. Dividends received from UK
companies no longer include attributable dividend tax credits. In accordance with accounting
standards comparative figures for dividend income have been restated to reflect this change.

However, in accordance with the Partnership Agreement, allocations to Partners are deemed to
be gross of attributable tax credits. Therefore, tax credits on dividends received during the year
have been added back to the result for the year in determining the allocations to Partners'
accounts.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

d) Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.




3i NPM Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued
¢) Currency translation

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than sterling are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.

2. Net income for the year

2000 1999
£ £

This is stated after charging:
Auditors' remuneration 6,169 5,875

If an accruals basis of accounting for income had been adopted the net income for the year would
have been £1,313,230 (1999 as restated: £1,188,077).
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3i NPM Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

3. Investments

Fixed
Equity Income
Shares Loans Shares Total
£ £ £ £
Cost
At 1 April 1999 1,605,744 16,165,034 3,613,325 21,384,103
Additions 922,166 10,390,846 - 11,313,012
Repayments and disposals (68,308) (385,000)  (1,041,892)  (1,495,200)
At 31 March 2000 2,459,602 26,170,880 2,571,433 31,201,915
Amounts provided
At 1 April 1999 - - - -
Provided during the year (note 6) (348,375  (2,991,458) (241,500)  (3,581,333)
At 31 March 2000 (348,375)  (2,991,458) (241,500)  (3,581,333)
Net book value
At 31 March 2000 2,111,227 23,179,422 2,329,933 27,620,582
At 31 March 1999 1,605,744 16,165,034 3,613,325 21,384,103

In addition to the above investments, the Partnership has committed to provide up to a further
£361,667 to investee companies subject to certain conditions.

Debtors
2000 1999
£ £
Tax credits awaiting distribution 54,573 44,277

11




3i NPM Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

5.

Partners' accounts

At 1 April 1999

Net drawdowns

Allocation of net income

Allocation of net capital
losses

Distributions of cash

Distributions of tax

Movement in Partners'
accounts

At 31 March 2000

Other reserves

At 1 April 1999
Movement in the year

At 31 March 2000

Capital
contribution Loan Capital Profit share
accounts accounts accounts accounts Total
£ £ £ £ £
5,020 21,429,673 ’ 708,725 - 22,143,418
- 10,924,594 - - 10,924,594
- - 711,813 599,431 1,311,244
- - (1,210,000) - (1,210,000)
- (913,626) - (491,613) (1,405,239
- (123,912) - (107,818) (231,730)
- 9,887,056 (498,187) - 9,388,869
5,020 31,316,729 210,538 - 31,532,287
Unrealised Other
exchange unrealised
reserve reserve Total
£ £ £
(10,641) (3,581,333) (3.591,974)
(10,641) (3,581,333) (3,591,974)
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3i NPM Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

7. Reconciliation of movements in Partners' funds

At 1 April
Movement in Partners' accounts (note 35)
Movement on other reserves (note 6)

At 31 March

8. Notes to the cash flow statement

(a) Reconciliation of net income for the year
to net cash inflow from operating activities

Net income for the year
Increase in creditors
Income tax

Net cash inflow from operating activities

(b) Analysis of changes in financing during the year

At 1 April

Loan repayments
Drawdowns
Non-cash movements

At 31 March

13

20600 1999
£ £
22,143,418 10,456,987
9,388,869 11,646,431
(3,591,974) -
27,940,313 22,143,418
2000 1999
as restated
£ £
1,295,975 917,390
294 875
(226,757) {137,496)
1,069,512 780,769
Partners' Partners'
loan loan
accounts accounts
2000 1999
£ £
21,429,673 10,464,034
(913,626) (675,538)
10,924,594 11,728,470
{123,912) (87,293)
31,316,729 21,429,673




3i NPM Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

10.

{c) Reconciliation of net cash flow to net debt

Increase/(decrease) in cash in the year
Cash inflow from debt financing
Decrease in money market

deposits with banks

Change in net debt from cash flows
Non-cash movements

Movement in net debt in the year
Net debt at start of year

Net debt at end of year

(d) Analysis of net debt

Cash
Money market deposits with banks
Partners' loan accounts

Taxation

2000 1999
£ £

140,929 (365,196)
(10,010,968) (11,052,932)
(590,515)  (210,108)
(10,460,554)  (11,628,236)
123,912 92,313
(10,336,642) (11,535,923)

(20,708,760)

(9,172,837)

(31,045,402) (20,708,760)

1 April Cash Non-cash 31 March
1999 flow changes 2000

£ £ £ £

130,398 140,929 - 271,327
590,515 (590,515} - -
(21,429,673) (10,010,968) 123,912 (31,316,729)
(20,708,760)  (10,460,554) 123,912 (31,045,402)

No provision for taxation has been made as the Partnership has no liability to taxation. Any taxation

arising on the income and gains of the Partnership is payable by the individual Partners.

Related parties

Details of transactions with the Partners are provided in note 5.
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3i Smaller MBO Plan

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest alongside 3i Group plc and 3i NPM Smaller MBO
Plan in a portfolio of UK based Management Buy Out / Buy In transactions where the total funding
requirement is less than £15,000,000.

The Manager does not foresee any future changes in the activity of the Partnership.

Results

The net income for the year amounted to £1,828,398 (1999 restated: £1,597,760) which has been allocated
in full to the Partners. Capital losses for the year amounted to £4,791,333 (1999: £1,876,000). This
comprises capital losses of £3,581,333 which have been taken to the other unrealised reserve and capital
losses of £1,210,000 which have been allocated to the Partners. In addition, tax credits of £60,375 (1999:
£139,325) have been allocated to the Partners.

During the year the Partnership invested £11,929,011 in 15 businesses. A summary of movements on
investments 1s given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to £100,000,020 (1999:
£50,000,020). Partners' Commitments were increased by £50,000,000 on 1 November 1999. At 31 March
2000 £42,682,117 (1999: £31,401,523) of Partners’ Commitments had been drawn down. A summary of
movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.
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3i Smaller MBO Plan
MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 19(H) of the
Partnership Agreement.

For and on behalf of 3i plc

Wil

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

w(s/ 2000
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3i Smaller MBO Plan
AUDITORS’ REPORT

To the Partners of 3i Smaller MBQ Plan

We have audited the accounts on pages 5 to 14, which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 11 March 1997, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

in our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

GL-M r%

Emst & Young
Registered Auditor
Birmingham

30 nvay 2000




3i Smaller MBO Plan

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Notes
Net income for the year
Net capital result for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999

as restated

£ £
1,828,398 1,597,760

(4,791,333) (1,876,000)
(10,641) -

(2,973,576) (278,240)
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3i Smaller MBO Plan

INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Notes

Income

Income reccived from fixed asset investments

Dividends - unlisted
Interest - unlisted
Fee income

Other Income

Interest recetved on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital

Proceeds
Cost of investments sold

Loss on disposal

Movement in provision against investments 3

Net capital result for the year

Total net result for the year

Dividend tax credits 1(b)
Transfer to other unrealised reserve 6
Allocation for the year to Partners' accounts 5

2000 1999
as restated
£ £
495,791 624,239
1,290,576 913,350
5,601 8,947
1,791,968 1,546,536
36,679 51,346
1,828,647 1,597,882
(249) (122)
1,828,398 1,597,760
{1,210,000) {1,876,000)
(1,210,000) (1,876,000)
(3,581,333) -
(4,791,333) (1,876,000)
(2,962,935) (278,240)
60,375 139,325
3,581,333 -
678,773 (138,915)




3i Smaller MBO Plan

BALANCE SHEET
as at 31 March 2000

Notes

Fixed assets

Investments 3

Current assets

Debtors 4

Money market deposits with banks
Cash at bank

Net current assets

Total assets less current liabilities

Partners' accounts

Capital contribution accounts
Loan accounts

Capital accounts

Profit share accounts

ho o Lh L Lh

Other reserves 6

Total Partners' funds 7

For and oano: 3iplc
/%\[ “/ / irector
2/5/ 2000

2000 1999
£ £
34,764,581 28,292,103
60,196 59,235

. 500,149

301,439 478,462
361,635 1,037,846
35,126,216 29,329,949
5,020 5,020
39,128,404 29,636,618
(415,234) (311,689)
38,718,190 29,329,949
(3,591,974) -
35,126,216 29,329,949




3i Smaller MBO Plan

CASH FLOW STATEMENT
for the year ended 31 March 2000

Operating activities

Dividends and loan investment interest received
Interest received on short term deposits

Fee income

Administrative expenses

Net cash inflow from operating activities

Return on investments and servicing of finance

Distributions to Partners

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash outflow from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks

Net cash outflow before financing

Financing

Drawdowns from Partners
Loan repayments

Net cash inflow from financing

Decrease in cash

Notes

8 (a)

8 (b)
8 (b)

8 (c)

2000 1999
£ £

1,532,952 1,354,951
36,679 51,346
5,601 8,047
(249) (122)
1,574,983 1,415,122
(650,409) (368,698)
(11,939,652) (12,773,470)
665,200 540,000
(11,274,452) (12,233,470)
500,149 300,474
(9,849,729) (10,886,572)
11,280,594 12,198,470
(1,607,888) (1,471,505)
9,672,706 10,726,965
(177,023) (159,607)




3i Smaller MBO Plan

NOTES TO THE ACCOUNTS

1.  Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Basis of preparation

The Partnership has adopted Financial Reporting Standard 16 'Current Tax' for the year to 31
March 2000. This gives rise to a change in accounting policy. Dividends received from UK
companies no longer include attributable dividend tax credits. In accordance with accounting
standards comparative figures for dividend income have been restated to reflect this change.

However, in accordance with the Partnership Agreement, allocations to Partners are deemed to
be gross of attributable tax credits. Therefore, tax credits on dividends received during the year
have been added back to the result for the year in determining the allocations to Partners'
accounts.

Investment assets
Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.
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3i Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued
e) Currency translation

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than sterling are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.

2. Net income for the year

If an accruals basis of accounting for income had been adopted the net income for the year would
have been £1,840,089 (1999 as restated: £1,866,351).

10




3i Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

3.

Investments

Cost

At 1 April 1999
Additions
Repayments and disposals

At 31 March 2000

Amounts provided

At 1 April 1999
Provided during the year (note 6)

At 31 March 2000

Net book value

At 31 March 2000

At 31 March 1999

Fixed
Equity Income

Shares Loans Shares Total

£ £ £ £
2,191,069 18,082,177 8,018,857 28,292,103
1,014,442 10,646,846 267,723 11,929,011
(68,308) (765,000) (1,041,892) (1,.875,200)
3,137,203 27,964,023 7,244,688 38,345914
(348,375) (2,991,458) (241,500) (3,581,333
(348,375) (2,991,458) (241,500) (3,581,333)

2,788,828 24,972,565 7,003,188 34,764,581
2,191,069 18,082,177 8,018,857 28,292,103

In addition to the above investments, the Partnership has committed to provide a further £361,667 to
investee companies subject to certain conditions.

Debtors

Tax credits awaiting distribution

11

2000

60,196

1999

59,235




3i Smailer MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

5. Partners' accounts

Capital
contribution Loan Capital Profit share
accounts accounts accounts accounts Total
£ £ £ £ £
At 1 April 1999 5,020 20,636,618 ‘(311,689) - 29,329,949
Net drawdowns - 11,280,594 - - 11,280,594
Allocation of net income - - 1,106,455 782,318 1,888,773
Allocation of net capital
losses - - (1,210,000) - (1,210,000)
Distributions of cash - (1,607,888) - (650,409)  (2,258,297)
Distributions of tax - (180,920) - (131,909) (312,829)
Movement in Partners'
accounts - 9,491,786 {103,545) - 9,388,241
At 31 March 2000 5,020 39,128,404 (415,234) - 38,718,190
6. Other reserves
Unrealised Other
exchange unrealised
reserve reserve Total
£ £ £
At 1 April 1999 - - -
Movement in the year (10,641) (3,581,333)  (3,591,974)
At 31 March 2000 (10,641) (3,581,333)  (3,591,974)

12




3i Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

7. Reconciliation of movements in Partners' funds

At 1 April
Movement in Partners' accounts (note 5)
Movement on other reserves (note 6)

At 31 March

8. Notes to the cash flow statement

(a) Reconciliation of net income for the year
to net cash inflow from operating activities

Net income for the year
Income tax

Net cash inflow from operating activities

(b) Analysis of changes in financing during the year

At 1 April

Loan repayments
Drawdowns
Non-cash movements

At 31 March

13

2000 1999

£ £
29,329,949 19,411,430
0,388,241 9,018,519
(3,591,974 -
35,126,216 29,329,949
2000 1999

as restated

£ £
1,828,398 1,597,760

(253,415) (182,638)
1,574,983 1,415,122
Partners’ Partners'
loan loan
accounts accounts
2000 1999

£ £
29,636,618 19,120,185
(1,607,888) (1,471,505
11,280,594 12,198,470
(180,920) (210,532)
39,128,404 29,636,618




3i Smaller MBO Plan

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(c) Reconciliation of net cash flow to net debt 2000 1999
£ £

Decrease in cash in the year ' (177,023) (159,607)
Cash inflow from debt financing (9,672,706)  (10,726,965)

Decrease in money market

deposits with banks (500,149) (300,474)
Change in net debt from cash flows (10,349,878) (11,187,046)
Non-cash movements 180,920 210,532
Movement in net debt in the year (10,168,958) (10,976,514)
Net debt at start of year (28,658,007) (17,681,493)
Net debt at end of year (38,826,965) (28,658,007)
(d) Analysis of net debt 1 April Cash Non-cash 31 March
1999 flow changes 2000

£ £ £ £

Cash 478,462 (177,023) ; 301,439
Money market deposits with banks 500,149 (500,149) - -
Partners' loan accounts (29,636,618)  (9,672,706) 180,920 (39,128,404)
(28,658,007) (10,349,878) 180,920 (38,826,965)

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.

14
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3i Parallel Ventures LP

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest alongside 3i Group plc and 3i UKIP II LP in a
portfolio of UK based Management Buy Out / Buy In transactions where the total funding requirement is
more than £15,000,000.

The Manager does not foresee any future changes in the activity of the Partnership.

Results

The net income for the year amounted to £3,508,557 (1999 as restated: £1,387,823) which has been
allocated in full to the Partners. Capital profits earned in the year amounted to £20,258,489 (1999:
£988,104). This comprises capital losses of £1,087,949 which have been taken to the other unrealised
reserve and capital profits of £21,346,438 which have been allocated to the Partners.

During the year the Partnership invested £37,443,442 in 26 businesses. A summary of movements on
investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to £250,000,020 (1999:
£250,000,020). At 31 March 2000 £127,533,512 of Partners’ Commitments had been drawn down. A
summary of movements in Partners’ accounts is given in note 5 to the accounts.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i Parallel Ventures LP
MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been bome by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 19(J) of the
Partnership Agreement.

For and on behalf of 3i plc

Y/

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

2[5 / 2000




3i Parallel Ventures LLP
AUDITORS’ REPORT

To the Partners of 3i Parallel Ventures LP

We have audited the accounts on pages 5 to 15 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 24 October 1997, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

élp«ﬁ’@

Emst & Young
Registered Auditor
Birmingham

3o ey 2000




3i Parallel Ventures LLP

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 March 2000

Notes
Net income for the year
Net capital profits for the year
Movement on unrealised exchange reserve 6

Total recognised gains and losses relating to the year

2000 1999
as restated

£ £
3,508,557 1,387,823
20,258,489 988,104
43,302 76,522
23,810,348 2,452,449




3i Parallel Ventures LP

INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Income Notes

Income received from fixed asset investments

Dividends - unlisted
Interest - unlisted

Other Income

Interest recetved on short term deposits

Total operating income before administrative expenses

Administrative expenses

Net income for the year 2

Capital profits

Proceeds
Cost of investments sold
Profit/(loss) on syndication of investments

Profit on disposals

Movement in provision against investments 3

Net capital profits for the year

Total net result for the year

Dividend tax credits I(b)
Transfer to other unrealised reserve 6
Allocation for the year to Partners' accounts 5

2000 1999
as restated
£ £
552,009 131,407
2,833,397 1,234,840
3,385,406 1,366,247
132,404 136,168
3,517,810 1,502,415
(9,253) (114,592)
3,508,557 1,387,823
33,930,788 6,825,462
(12,587,752) (2,060,140)
3,402 (10,868)
21,346,438 4,754,454
{1,087,949) (3,766,350)
20,258,489 938,104
23,767,046 2,375,927
14,112 22,415
1,087,949 3,766,350
24,869,107 6,164,692




3i Parallel Ventures LP

BALANCE SHEET
as at 31 March 2000

Notes

Fixed assets

Investments 3

Current assets

Debtors 4
Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year

Accruals
Net current assets

Net assets

" Partners' accounts

Capital contribution accounts
Loan accounts

Capital accounts

Profit share accounts

th Lh WA Lh

Other reserves 6

Total Partners' funds . 7

For and on behalf of 3i plc

Ul

Director

/5 / 2000

2000 1999
£ £
103,879,586 84,911,299
121,610 133,394
1,000,294 1,300,000
203,140 125,186
1,325,044 1,558,580
(8,079) (49,206)
1,316,965 1,509,374
105,196,551 86,420,673
5,020 5,020
83,843,767 84,832,613
24,868,997 4,577,660
1,213,242 695,208
109,931,026 90,110,501
(4,734,475) (3,689,828)
105,196,551 86,420,673




3i Parallel Ventures LP

CASH FLOW STATEMENT
for the year ended 31 March 2000

Operating activities

Dividends and loan investment interest received
Interest received on short term deposits
Administrative expenses

Net cash inflow from operating activities

Return on investments and servicing of finance

Distributions to Partners
Drawings on account of tax distribution

Net cash outflow from return on investments

and servicing of finance

Capital expenditure and financial investment

Purchase of fixed asset investments
Acquisition expenses
Sale, repayment or redemption of fixed asset investments

Net cash outflow from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks

Net cash outflow before financing

Financing

Drawdowns from Partners
Loan repayments

Net cash inflow from financing

Increase in cash

Notes

8 (a)

8 (b)
8 (b)

8 (c)

2000 1999
£ £
2,455,888 1,120,215
132,404 136,168
(22,041) (70,386)
2,566,251 1,185,997
(1,131,217) (506,072)
31,631 (31,631)
(1,099,586) (537,703)
(37,079,544) (52,219,347)
; (20,300)
10,960,191 6,825,462
(26,119,353) (45,414,685)
299,706 (1,300,000)
(24,352,982) (46,066,391)
36,662,231 52,087,869
(12,231,295) (5,966,222)
24,430,936 46,121,647
77,954 55,256




3i Parallel Ventures LP

NOTES TO THE ACCOUNTS

1.

Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Basis of preparation

The Partnership has adopted Financial Reporting Standard 16 'Current Tax' (FRS 16) for the
year to 31 March 2000. This gives rise to a change in accounting policy. Dividends received
from UK companies no longer include attributable dividend tax credits. In accordance with
accounting standards comparative figures for dividend income have been restated to reflect this
change.

The Partnership Agreement was changed to reflect the requirements of FRS 16 with effect from
1 July 1999. Prior to that date, allocations to Partners were deemed to be gross of attributable
tax credits. Therefore tax credits on dividends received up to 30 June 1999 have been added
back to the result for the year in determining allocations to Partners' accounts.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve. :

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.




3i Parallel Ventures LP
NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued
e) Currency translation

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than sterling are translated at the rate of exchange prevatling at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.

2. Net income for the year 2000 1999
£ £

This is stated after charging:
Auditors' remuneration 7,400 7,050

If an accruals basis of accounting for income had been adopted the net income for the year would
have been £4,913,276 (1999: £1,950,799).

10




3i Parallel Ventures LP

NOTES TO THE ACCOUNTS CONTINUED

3.

Investments

Cost

At 1 April 1999

Currency translation
Additions net of syndications
Repayments and disposals
Transfers

At 31 March 2000

Amounts provided

At 1 April 1999
Provided during the year (note 6)

At 31 March 2000

Net book value
At 31 March 2000

At 31 March 1999

Fixed
Equity Income
Shares Loans Shares Total
£ £ £ £
18,384,975 61,346,379 8,946,295 88,677,649
11,767 6,300 25,235 43,302
2,095,692 34,304,726 1,043,024 37,443,442
{8,934,452)  (8,496,056) - (17,430,508)
3,229,999 {3,229,999) - -
14,787,981 83,931,350 10,014,554 108,733,885
(113,050)  (3,653,300) - (3,766,350}
(3,324,049) 2,236,100 - (1,087,949
(3,437,099)  (1,417,200) - {4,854,299)
11,350,882 82,514,150 10,014,554 103,879,586
18,271,925 57,693,079 8,946,295 84,911,299

In addition to the above investments, the Partnership has committed to provide up to a further
£1,445,700 to investee companies subject to certain conditions.

11




3i Parallel Ventures LP

NOTES TO THE ACCOUNTS CONTINUED

4.

Debtors

Tax credits awaiting distribution
Drawings on account of tax distribution

Partners' accounts

At 1 April 1999

Net drawdowns
Allocation of net income
and net capital profits
Distributions in-specie
Distributions of cash
Distributions of tax

Movement in Partners'
accounts

At 31 March 2000

2000 1999
£ £
121,610 101,763
- 31,631
121,610 133,394
Capital Profit
contribution Loan Capital share
accounts accounts accounts accounts Total
£ £ £ £ £
5,020 84,832,613 4,577,660 695,208 90,110,501
- 36,662,231 - - 36,662,231
- - 20,291,337 4,577,770 24,869,107
- (25,153,082) - (2,635,334) (27,788,416)
- (12,231,295) - (1,131,217) (13,362,512)
- (266,700) - (293,185) (559,885)
¢
- {988,846) 20,291,337 518,034 19,820,525
5,020 83,843,767 24,868,997 1,213,242

109,931,026

12




3i Parallel Ventures LP

NOTES TO THE ACCOUNTS CONTINUED

6.

Other reserves

At 1 April 1999
Movement in the year

At 31 March 2000

Reconciliation of movements in Partners' funds

At1 April
Movement in Partners' accounts (note 5)
Movement on other reserves (note 6)

At 31 March

Notes to the cash flow statement
(a) Reconciliation of net income for the year

to net cash inflow from operating activities

Net income for the year
Income tax

(Decrease)/increase in creditors relating to operating activities

Non-cash income

Net cash inflow from operating activities

13

Unrealised Other
exchange unrealised

reserve reserve Total
£ £ £
76,522 (3,766,350)  (3,689,828)
43,302 (1,087,949)  (1,044,647)
119,824 (4,854,299) (4,734,475)
2000 1999

£ £

86,420,673 38,503,910

19,820,525 51,606,591
(1,044,647 (3,689,828)

105,196,551 86,420,673

2000 1999
as restated

£ £

3,508,557 1,387,823
(565,620) (246,032)

(12,788) 44,206

(363,898) -

2,566,251 1,185,997




3i Parallel Ventures LP

NOTES TQO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(b) Analysis of changes in financing during the year

At 1 April

Loan repayments
Drawdowns
Non-cash movements

At 31 March

(c) Reconciliation of net cash flow to net debt

Increase in cash in the year
Cash inflow from debt financing
(Decrease)/increase in money market deposits with banks

Change in net debt from cash flows
Non-cash movements

Movement in net debt in the year
Net debt at start of year

Net debt at end of year

14

Partners' Partners'
loan loan
accounts accounts
2000 1999

£ £
84,832,613 38,778,392
(12,231,295)  (5,966,222)
36,662,231 52,087,869
(25,419,782) {67,426)
83,843,767 84,832,613
2000 1999

£ £

77,954 55,256
(24,430,936) (46,121,647)
(299,706) 1,300,000
(24,652,688) (44,766,391)
25,419,782 67,426
767,094 (44,698,965)
(83,407,427 (38,708,462)
{82,640,333) (83,407,427)




3i Parallel Ventures LP

NOTES TO THE ACCOUNTS CONTINUED

8. Notes to the cash flow statement continued

(d) Analysis of net debt 1 April Cash  Non-cash 31 March
1999 flow changes 2000

£ £ £ £

Cash 125,186 ' 77,954 - 203,140
Money market deposits with banks 1,300,000 (299,706) - 1,000,294
Partners' loan accounts (84,832,613) (24,430,936) 25,419,782 (83,843,767)
(83,407,427) (24,652,688) 25,419,782  (82,640,333)

9. Taxation

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

10. Related parties

Details of transactions with the Partners are provided in note 5.
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ANNUAL REPORT AND ACCOUNTS
for the year ended 31 March 2000
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3i Europartners II LP

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership and subsidiary undertakings for the
year ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership and subsidiary undertakings is to invest in a diversified portfolio
of predominantly unquoted investments in Continental Europe, primarily in Benelux, Germany, Italy and
Spain.

The Partnership is no longer investing other than in follow-on financing. The Manager continues to realise
individual investments in appropriate circumstances.

Results

The net income for the year amounted to €5,123,922 (1999: €3,129,502) which has been allocated in full
to the Partners. Capital profits earned in the year amounted to €1,877,789 (1999: €388,507). This
comprises capital losses of €4,423,881 which have been taken to the other unrealised reserve and capital
profits 0f €6,301,670 which have been allocated to the Partners.

During the year the Partnership and subsidiary undertakings invested €76,730,801 in 28 businesses. A
summary of movements on investments is given in note 4 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to €228,440,903 (1999:
€237,953,233). At 31 March 2000 €205,387,243 of Partners’ Commitments had been drawn down. A
summary of movements in Partners’ accounts is given in note 7 to the accounts. Investors in the
Partnership also have Commitments to a French entity which makes investments in France. Subscriptions
to this entity reduce Commitments to the Partnership.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial year. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;
- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i Europartners II LP

MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and subsidiary undertakings and to enable
the Manager to ensure that the accounts comply with the Partnership Agreement. The Manager also
has a general responsibility for taking such steps as are reasonably open to it to safeguard the assets of
the Partnership and to prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Ernst & Young remain in office as auditors of the Partnership in accordance with clause 21.10 of the
Partnership Agreement.

For and on behalf of 3i plc

Y.

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

2 /57 2000




3i Europartners II LP
AUDITORS’ REPORT

To the Partners of 3i Europartners II LP

We have audited the accounts on pages 5 to 16 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 9 June 1997, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in drder to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the year then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

é (RN rg/g(_,‘,.f
Emst & Young
Registered Auditor
Birmingham

U Ay 2000




3i Europartners II LP

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

for the year ended 31 March 2000

Net income for the year
Net capital profits for the year

Movement on unrealised exchange reserve

Total recognised gains and losses relating to the year

Notes

2000 1999

€ €
5,123,922 3,129,502
1,877,789 388,507
43,084 1,149,374
7,044,795 4,667,383




3i Europartners I LP

CONSOLIDATED INCOME AND CAPITAL PROFITS
for the year ended 31 March 2000

Income
Income received from fixed asset investments

Dividends - unlisted
Interest - unlisted
QOther investment income

Other income

Interest received on short term deposits
Interest received from Partners admitted after First Closing

Total operating income before administrative expenses

Administrative expenses

Net income for the year

Capital profits

Proceeds

Cost of investments sold

Acquisition expenses

Exchange gains

Movement in provision against investments

Net capital profits for the year

Total net result for the year

Transfer to other unrealised reserve

Allocation for the year to Partners' accounts

Notes 2000 1999
€ €

2,079,147 327,434
2,742,664 1,680,947

- 438,973

4321,811 2,447 354

511,358 673,076

. 367,127

5,333,169 3,487,557
(209,247) (358,055)

2 5,123,922 3,129,502
24,336,902 119,608
(17,920,384) (88,298)
(253,268) 168,942

138,420 188,255

4 (4,423,381) -
1,877,789 388,507

7,001,711 3,518,009

8 4,423,881 -
7 11,425,592 3,518,009




3i Europartners I1 LP

CONSOLIDATED BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors
Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts
Profit accounts

QOther reserves

Loan to General Partner

Total Partners' funds

For and on beha7 plc
’/Mj‘ j/ Director

S /s/ 2000

Notes

2000 1999
€ €
177,880,996 133,755,272
458,628 15,951,191
4,890,000 ]
1,307,639 26,673,500
6,656,267 42,624,691
(167,583) (84,966)
6,488,684 42,539,725
184,369,680 176,294,997
32,281 32,281
185,798,969 182,779,292
© 2,242,150 (1,122,858)
188,073,400 181,688,715
(3,703,720) 677,077
- (6,070,795)
184,369,680 176,294,997




3i Europartners II LP

CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 March 2000

Notes
Operating activities

Dividends and loan investment interest received

Interest received on short term deposits

Interest received from Partners admitted after First Closing
Other investment income

Administrative expenses

Net cash inflow from operating activities 11 (a)

Return on investments and servicing of finance

Distributions to Partners
Increase in loan to General Partner

Net cash outflow from return on investments
and servicing of finance
Capital expenditure and financial investment

Purchase of fixed asset investments

Amounts advanced on uncompleted investments
Acquisition expenses

Sale, repayment or redemption of fixed asset investments

Net cash outflow from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks
Net cash outflow before financing

Financing

Drawdowns from Partners - Capital contribution 11 (b)
- Loan 11 (b)
Loan repayments 11 (b)

Net cash inflow from financing

(Decrease)/increase in cash 11 (c)

2000 1999
€ €

4,371,784 1,952,893
511,358 673,076

- 367,127

. 438,973
(21,233) (646,893)
4,861,909 2,785,176
(1,928,064) (2,379,655)
- (1,986,482)
(1,928,064) (4,366,137)
(76,666,176) (100,564,500)
15,889,466 (15,889,466)
(309,182) (210,032)
34,656,509 1,294,103
(26,429,383) (115,369,895)
(4,890,000) 6,935,934
(28,385,538) (110,014,922)
- 3,000
22,575,700 136,501,000
(19,556,023) -
3,019,677 136,504,000
(25,365,861) 26,489,078




3i Europartners II LP

NOTES TO THE ACCOUNTS

1.

Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

The Partnership balance sheet has not been prepared as this is not materially different to that of
the Partnership and subsidiary undertakings. Details of investments in subsidiary undertakings is
shown in note 14. No separate income and capital profits is presented for the Partnership as
permitted by section 230 of the Companies Act 1985.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the year. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.
Dividends and interest income are stated gross of associated overseas withholding tax.

Currency translation

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than Euros are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.




3i Europartners II LP

NOTES TO THE ACCOUNTS CONTINUED

1. Accounting policies continued
e) Investment Expenses

Expenses incurred in connection with investments which complete during the year are written
off immediately as a capital loss to the Partners’ profit accounts. Those expenses relating to
ongoing investments, not yet completed, are carried forward in the balance sheet as deferred
expenditure. Expenses incurred in connection with approved investment proposals which have
been withdrawn or rejected during the year are charged to the income account.

f) Loan to General Partner

To the extent that there is insufficient net income or capital gains to allocate against the General
Partner's drawings, the balance of the drawings takes the form of an interest free loan. This loan
is not recoverable from the General Partner other than by future allocations of net income or
capital gains in accordance with the Partnership Agreement. Such allocations will have priority
over allocations to other Partners.

2. Net income for the year

2000 1999
€ €
This is stated after charging:

Auditors' remuneration 11,476 12,962

If an accruals basis of accounting for income had been adopted the net income for the year would
have been €6,998,876 (1999: €3,617,416).

3. Income and capital profits of the Partnership
The total net result for the year for the Paﬂner§hjp was €7,001,711 (1999: €3,518,009). Total

Partners' Funds for the Partnership at 31 March 2000 were €184,369,680, as detailed in notes 7 and
8.

10
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3i Europartners II LP

NOTES TO THE ACCOUNTS CONTINUED

Investments

Cost

At 1 April 1999
Retranslation adjustment
Additions

Repayments and disposals
Transfers

At 31 March 2000

Amounts provided

At 1 April 1999
Provided during the year

At 3] March 2000

Net book value
At 31 March 2000

At 31 March 1999

——_——

49,010,323

Fixed
Equity itcome
shares Loans shares Total
€ € € €
82,860,776 49,010,323 1,884,173 133,755,272
28,117 12,781 - 40,898
41,037,667 34,395,323 1,297,811 76,730,801
(17,920,384) (10,301,710) - (28,222,094)
2,295,649 (2,295,649) - .
108,301,825 70,821,068 3,181,984 182,304,877
(3,522,363) (901,518) - (4,423,881)
(3,522,363) (901,518) - (4,423,881)
104,779,462 69,919,550 3,181,984 177,880,996
82,860,776 1,884,173

133,755,272

In addition to the above investments, the Partnership has committed to provide up to a further

€3,100,000 to investee companies subject to certain conditions.

Investments with a cost of €20,554,265 (Equity shares: €2,963,508; Loans: €16,292,946; Fixed
income shares: €1,297,811) are held by subsidiary undertakings. The subsidiary undertakings are
Issue Investment NV and Meadsbay Holding NV .as shown in note 14, which are wholly owned by
the Partnership. The cost of investment by the Partnership in the subsidiary undertakings is

€20,554,265.

11




3i Europartners II LP

NOTES TO THE ACCOUNTS CONTINUED

5. Debtors
2000 1999
€ €
Other debtors 458,628 61,725
Amounts advanced on uncompleted investments - 15,889,466
458,628 15,951,191
Creditors: amounts falling due within one year
2000 1999
€ €
Other creditors 94,064 84,389
Accruals 73,519 577
167,583 84,966
Partners' accounts
Capital
contribution Loan Profit
accounts accounts accounts Total
€ € € €
At 1 April 1999 32,281 182,779,292 (1,122,858) 181,688,715
Net drawdowns - 22,575,700 - 22,575,700
Allocation of net income
and net capital profits - - 11,425,592 11,425,592
Distributions of cash - (19,556,023) (1,928,064) (21,484,087)
Distributions of tax - - (61,725) (61,725)
Transfer from loan to General Partner
(note 9) - - (6,070,795)  (6,070,795)
Movement in Partners' accounts - 3,019,677 3,365,008 6,384,685
At 31 March 2000 32,281 185,798,969 2,242,150 188,073,400

12




3i Europartners I1 LP

NOTES TO THE ACCOUNTS CONTINUED

8.

10.

Other reserves

At 1 April 1999
Movement in the year

At 31 March 2000

Loan to General Partoner

At 1 April 1999

Transfer to Partners' profit accounts (note 7)

At 31 March 2000

Reconciliation of movements in Partners' funds

At 1 April

Movement in Partners' accounts (note 7)
Movement on other reserves (note 8) _
Movement in loan to General Partner (note 9)

At 31 March

13

Unrealised Other
exchange unrealised
reserve reserve Total
€ € €
677,077 - 677,077
43,084 (4,423,881) (4,380,797
720,161 (4,423,881) (3,703,720)
€
6,070,795
(6,070,795)
2000 1999
€ €
176,294,997 66,309,708
6,384,685 110,249,737
(4,380,797) 1,149,374
6,070,795 {1,413,822)
184,369,680 176,294,997




3i Europartners II LP

NOTES TO THE ACCOUNTS CONTINUED

11. Notes to the cash flow statement

(a) Reconciliation of net income for the year 2000 1999
to net cash inflow from operating activities € €
Net income for the year 5,123,922 3,129,502
Increase/(decrease) in creditors relating to operating activities 110,959 (580,914)
(Increase)/decrease in debtors relating to operating activities (396,903) 255,895
Exchange losses/(gains) 23,931 (19,307)
Net cash inflow from operating activities 4,861,909 2,785,176

(b) Analysis of changes in financing during the year Partners' Partners'

loan loan

accounts accounts

2000 1999

€ €

At 1 April 182,779,292 73,098,249
Drawdowns 22,575,700 136,501,000
Loan repayments (19,556,023) -

Non-cash movements - (26,819,957)

At 31 March 185,798,969 182,779,292

14




3i Europartners II LP

NOTES TO THE ACCOUNTS CONTINUED

11.

12.

13.

Notes to the cash flow statement continued

(c) Reconciliation of net cash flow to net debt

(Decrease)/increase in cash in year

2000
€

(25,365,861)

Increase/(decrease) in money market deposits with banks 4,890,000

Cash inflow from debt financing

Change in net debt from cash flows
Non-cash movements

Movement in net debt in the year
Net debt at start of year

Net debt at end of year

(d) Analysis of net debt

Cash
Money market deposits with banks
Partners' loan accounts

Taxation

(3,019,677)

1999
€

26,489,078
(6,935,934)
(136,501,000)

(23,495,538) (116,947,856)
- 26,819,957
(23,495,538)  (90,127,899)
(156,105,792)  (65,977,893)

(179,601,330)

(156,105,792)

1 April Cash 31 March

1999 flow 2000

€ € €

26,673,500  (25,365,861) 1,307,639

- 4,890,000 4,890,000
(182,779,292)  (3,019,677) (185,798,969)
(156,105,792)  (23,495,538) (179,601,330)

No provision for taxation has been made. The Partnership has no liability to taxation as any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.
The subsidiary undertakings have incurred tax losses during the year.

Related parties

Details of transactions with the Partners are provided in note 7.




3i Europartners II LP

NOTES TO THE ACCOUNTS CONTINUED

14. Subsidiary undertakings

Principal
Name Activity

Issue Investment NV Holding

Company

Meadsbay Holding NV Holding
Company

Registered
Office

Kaya W.F.G. (Jombi) Mensing 36
Curagao
Netherlands Antilles

Kaya W.F.G. (Jombi) Mensing 36

Curagao
Netherlands Antilies

16

Nature of
Investment

14,219 shares of NLG 1
Loan of NLG 34,985,781

14,219 shares of NLG |
Loan of NLG 10,281,420
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3i Europartners IIIA LP

MANAGER’S REPORT

3i Europartners IIIA LP was established on 19 July 1999. The Manager presents the first report and the
accounts of the Partnership for the 37 week period ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest in a diversified portfolio of predominantly unquoted
investments in the United Kingdom and Continental Europe, primarily in Benelux, Germany, Italy, Spain
and Switzerland. '

The Manager does not foresee any future changes in the activity of the Partnership.

Results

The net income for the period amounted to €167,959 which has been allocated in full to the Partners.
Capital profits earned in the period amounted to €830,282 have also been allocated in full to the Partners.

During the period the Partnership invested €51,529,941 in 14 businesses. A summary of movements on

investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to €700,558,335. At 31
March 2000 €79,200,000 of Partners” Commitments had been drawn down. A summary of movements in
Partners’ accounts is given in note 6 to the accounts. Investors in the Partnership also have Commitments to
a French entity which makes investments in France. Subscriptions to this entity reduce Commitments to the
Partnership.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial period. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i Europartners ITIA LP
MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millenniutm compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borme by the
Manager.

Auditors

Ernst & Young remain in office as auditors of the Partnership in accordance with clause 21.10 of the
Partnership Agreement.

For and on behalf of:Z-

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

ko) / s / 2000




3i Europartners IIIA LP
AUDITORS’ REPORT

To the Partners of 3i Europartners II1A LP

We have audited the accounts on pages 5 to 14 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 19 July 1999, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the period then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

@b& A’fo Lan g
Ernst & Young
Registered Auditor
Birmingham

3 pviv 2000




3i Europartners ITIA LP

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the period ended 31 March 2000

Net income for the period
Net capital profits for the pertod

Movement on unrealised exchange reserve

Total recognised gains and losses relating to the period

19 July 1999

to 31 March

Notes 2000
€

167,959

330,282

7 52,340

1,050,581




3i Europartners IIIA LP

INCOME AND CAPITAL PROFITS
for the period ended 31 March 2000

Notes
Income

Income received from fixed asset investments

Interest - unlisted

Other income

Interest received on short term deposits
Interest received from Partners admitted after First Closing

Total operating income before administrative expenses

Administrative expenses

Net income for the period 2

Capital profits

Proceeds
Cost of investments sold

Net capital profits for the period

Total net result for the period for allocation
to Partners' accounts 6

19 July 1999
to 31 March
2000

€

72,707

72,707

347,815
125,733

546,255
(378,296)

167,959

1,098,745
(268,463)

830,282

998,241




3i Europartners IIIA LP

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors

Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts
Profit accounts

Unrealised exchange reserve
Loan to General Partners

Total Partners' funds

For and on behalf of 3i plc

/%la/ f Director

30/5/ 2000

Notes

51,261,478

199,228
23,912,196
38,539

24,149,963

(41,159)

24,108,804

75,370,282

850
79,199,280
830,282

80,030,412
52,340
(4,712,470)

75,370,282




3i Europartners IITA LP

CASH FLOW STATEMENT
for the period ended 31 March 2000

Operating activities

Dividends and loan investment interest received

Interest received on short term deposits

Interest received from Partners admitted after First Closing
Administrative expenses

Net cash inflow from operating activities

Return on investments and servicing of finance

Distributions to Partners
Increase in loan to General Partners

Net cash outflow from return on investments
and servicing of finance

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash outflow from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks
Net cash outflow before financing

Financing

Drawdowns from Partners - Capital contribution
- Loan

Net cash inflow from financing

Increase in cash

Notes

10 (a)

10 (b)
10 (b)

10 (¢)

19 July 1999
to 31 March
2000

€

71,477
347,815
125,733

(356,757)

188,268

(167,959)
(4,712,470)

(4,880,429)

(51,655,979)
1,098,745

(50,557,234)

(23,912,196)

(79,161,591)

850
79,199,280

79,200,130

38,539




3i Europartners ITIIA LP

NOTES TO THE ACCOUNTS

1. Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the period. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.
Dividends and interest income are stated gross of associated overseas withholding tax.

Currency

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than Euros are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.




" 3i Europartners IIIA LP

NOTES TO THE ACCOUNTS CONTINUED

1.

Accounting policies continued
e) Investment Expenses

Expenses incurred in connection with investments which complete during the year are carried
forward in the balance sheet in the cost of investment assets.

Expenses incurred in connection with investment proposals which do not proceed to completion
are charged to the income account.

f) Loan to General Partners

To the extent that there is insufficient net income to allocate against the General Partners'
drawings, the balance of the drawings takes the form of an interest free loan. This loan is not
recoverable from the General Partners other than by future allocations of net income in
accordance with the Partnership Agreement. Such allocations will have priority over
allocations to other Partners.

Net income for the period
19 July 1999

to 31 March
2000
€
This is stated after charging:
Auditors' remuneration 15,604

If an accruals basis of accounting for income had been adopted the net income for the period would
have been €339,090.

10




3i Europartners IIIA LP

NOTES TO THE ACCOUNTS CONTINUED

3. Investments

Equity
shares Loans Total
€ € €

Cost
At 19 July 1999 - - -
Additions 22,574,008 28,955,933 51,529,941
Repayments and disposals (268,463) - (268,463)
Transfers 14,422,502 (14,422,502) -
At 31 March 2000 36,728,047 14,533,431 51,261,478

In addition to the above investments, the Partnership has committed to provide up to a further
€4,596,531 to investee companies subject to certain conditions.

4. Debtors
€
Other debtors 199,228
199,228
5. Creditors: amounts falling due within one year
€

Accruals 41,159

41,159

11



3i Europartners IITA LP

NOTES TO THE ACCOUNTS CONTINUED

6.

Partners' accounts

At 19 July 1999

Net drawdowns

Allocation of net income
and net capital profits

Distributions of cash

Movement in Partners' accounts

At 31 March 2000

Unrealised exchange reserve

At 19 July 1999
Movement in the period

At 31 March 2000

Loan to General Partners

At 19 July 1999

Cash paid in period

At 31 March 2000

Capital
contribution Loan Profit

accounts accounts accounts Total
€ € € €

850 79,199,280 - 79,200,130

- - 998,241 998,241
- - (167,959) (167,959)

850 79,199,280 830,282 80,030,412

850 79,199,280 830,282 80,030,412

€

52,340

52,340

€

4,712,470

4,712,470

12




" 3i Europartners I1IA LP

NOTES TO THE ACCOUNTS CONTINUED

9.

10.

Reconciliation of movements in Partners' funds

At 19 July 1999
Movement in Partners' accounts (note 6)

Movement in unrealised exchange reserve (note 7)

Movement in loan to General Partners (note 8)

At 31 March 2000

Notes to the cash flow statement

(a) Reconciliation of net income for the period
to net cash inflow from operating activities

Net income for the period

Increase in creditors relating to operating activities
Increase in debtors relating to operating activities

Net cash inflow from operating activities

(b) Analysis of changes in finaneing during the period

At 19 July 1999
Drawdowns

At 31 March 2000

13

80,030,412
52,340
(4,712,470)

75,370,282

19 July 1999
to 31 March
2000

€

167,959
41,159
(20,850)

188,268

Partners’
capital Partners’
contribution loan
accounts accounts

€ €

850 79,199,280

850 79,199,280
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3i Europartners IIIA LP

NOTES TO THE ACCOUNTS CONTINUED

10. Notes to the cash flow statement continued

(¢) Reconciliation of net cash flow to net debt 19 July 1999
to 31 March

2000

€

Increase in cash in period 38,539
Increase in money market deposits with banks 23,912,196
Cash inflow from debt financing (79,199,280
Movement in net debt in the period (55,248,545)
Net debt at start of period -
Net debt at end of period ' (55,248,545)

(d) Analysis of net debt ‘ 19 July Cash 31 March
1999 flow 2000

€ € €

Cash : - 38,539 38,539

Money market deposits with banks
Partners' loan accounts

23912,196 23,912,196
(79,199,280)  (79,199,280)

(55,248,545)  (55,248,545)

11. Taxation
No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

12. Related parties

Details of transactions with the Partners are provided in note 6.

14
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ANNUAL REPORT AND ACCOUNTS
for the period ended 31 March 2000
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3i Europartners IIIB LP

MANAGER’S REPORT

3i Europartners IIIB LP was established on 19 July 1999. The Manager presents the first report and the
accounts of the Partnership for the 37 week period ended 31 March 2000.

Activities and future prospects

The principal activity of the Partnership is to invest in a diversified portfolio of predominantly unquoted
investments in the United Kingdom and Continental Europe, primarily in Benelux, Germany, Italy, Spain
and Switzerland. ‘

The Manager does not foresee any future changes in the activity of the Partnership.

Results

The net income for the period amounted to €38,089 which has been allocated in full to the Partners. Capital
profits earned in the period amounted to €317,119 have also been allocated in full to the Partners.

During the period the Partnership invested €19,676,118 in 14 businesses. A summary of movements on

investments is given in note 3 to the accounts.

Partners’ interests

At 31 March 2000 Partners’ Commitments to subscribe capital and loan amounted to €267,574,257. At 31
March 2000 €30,249,989 of Partners’ Commitments had been drawn down. A summary of movements in
Partners’ accounts is given in note 6 to the accounts. Investors in the Partnership also have Commitments to

a French entity which makes investments in France. Subscriptions to this entity reduce Commitments to the
Partnership.

Manager

3i plc continues to manage and operate the Partnership and to manage its investment portfolio.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial period. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i Europartners IIIB LP

MANAGER’S REFORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Ermnst & Young remain in office as auditors of the Partnership in accordance with clause 21.10 of the
Partnership Agreement.

For and on behalf of 3i plc

/s

Director
Registered Office:
91 Waterloo Road
London SE1 8XP

o /57 2000




3i Europartners IIIB LP
AUDITORS’ REPORT

To the Partners of 3i Europartners I1IB LP

We have audited the accounts on pages 5 to 14 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 9 and 10.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 19 July 1999, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts. -

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the period then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993.

CF L r\/é bcz\f
Emnst & Young
Registered Auditor
Birmingham

Je Ay 2000




3i Europartners IIIB LP

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the period ended 31 March 2000

Net income for the period
Net capital profits for the period

Movement on unrealised exchange reserve

Total recognised gains and losses relating to the period

19 July 1999

to 31 March

Notes 2000
€

38,089

317,119

7 20,002

375,210




3i Europartners IIIB LP

INCOME AND CAPITAL PROFITS
for the period ended 31 March 2000

19 July 1999
to 31 March
Notes 2000
€
Income
Income received from fixed asset investments
Interest - unlisted 27,300
27,300
Other income
Interest received on short term deposits 158,693
Total operating income before administrative expenses 185,993
Administrative expenses (147,904)
Net income for the period 2 38,089
Capital profits
Proceeds 419,655
Cost of investments sold (102,536)
Net capital profits for the period 317,119
Tatal net result for the period for allocation
to Partners' accounts 6 355,208




3i Europartners I1IB LP

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors
Money market deposits with banks
Cash at bank

Creditors: amounts falling due within one year
Net current assets

Net assets

Partners' accounts

Capital contribution accounts
Loan accounts
Profit accounts.

Unrealised exchange reserve
Loan to General Partners

Total Partners' funds

% /r/ 2000

Notes

=5

19,573,582

7,493
9,332,445
41,766

9,381,704

(194,099)

9,187,605

28,761,187

315
30,249,714
317,119

30,567,148
20,002
(1,825,963)

28,761,187




3i Europartners I1IB LP

CASH FLOW STATEMENT
for the period ended 31 March 2000

Operating activities

Dividends and loan investment interest received
Interest received on short term deposits
Administrative expenses

Net cash inflow from operating activities

Return on investments and servicing of finance

Distributions to Partners
Increase in loan to General Partners

Net cash outflow from return on investments
and servicing of finance

Capital expenditure and financial investment

Purchase of fixed asset investments
Sale, repayment or redemption of fixed asset investments

Net cash outflow from capital expenditure
and financial investment

Management of liquid resources

Net movement in money market deposits with banks
Net cash outflow before financing

Financing

Drawdowns from Partners - Capital contribution
- Loan

Net cash inflow from financing

Increase in cash

Notes

10 (a)

10 (b)
10 (b)

10 (c)

19 July 1999
to 31 March
2000

€

27,300
158,693
(139,676)

46,317

(38,089)
(1,825,963)

(1,864,052)

(19,477,738)
419,655

(19,058,083)

(9,332,445)

(30,208,263)

315
30,249,714

30,250,029

41,766




3i Europariners IIIB LP

NOTES TO THE ACCOUNTS

1.

Accounting policies

a)

b)

d)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail or crystallise a loss within the next twelve
months, a provision against cost is charged against capital profits and taken to the other
unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the period. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.
Dividends and interest income are stated gross of associated overseas withholding tax.

Currency

Assets, liabilities, income, expenses, capital gains and losses denominated in currencies other
than Euros are translated at the rate of exchange prevailing at the balance sheet date.

Exchange adjustments arising on realised transactions are dealt with in the income or capital
accounts as appropriate. Other exchange adjustments arising are dealt with through the
unrealised exchange reserve.




3i Europartners I1IB LP

NOTES TO THE ACCOUNTS CONTINUED

1.

Accounting policies continued
e) Investment Expenses

Expenses incurred in connection with investments which complete during the year are carried
forward in the balance sheet in the cost of investment assets.

Expenses incurred in connection with investment proposals which do not proceed to completion
are charged to the income account.

f) Loan to General Partners

To the extent that there is insufficient net income to allocate against the General Partners'
drawings, the balance of the drawings takes the form of an interest free loan. This loan is not
recoverable from the General Partners other than by future allocations of net income in
accordance with the Partnership Agreement. Such allocations will have priority over
allocations to other Partners.

Net income for the period

19 July 1999
to 31 March
2000
€
This is stated after charging:
Auditors' remuneration 5,960

If an accruals basis of accounting for income had been adopted the net income for the period would
have been €103,450.

10




3i Europartners IIIB LP

NOTES TO THE ACCOUNTS CONTINUED

3. Investments

Equity
shares Loans Total
€ € €

Cost
At 19 July 1999 - - -
Additions 8,616,601 11,059,517 19,676,118
Repayments and disposals (102,536) - (102,536)
Transfers 5,508,594 (5,508,594) -
At 31 March 2000 14,022,659 5,550,923 19,573,582

In addition to the above investments, the Partnership has committed to provide up to a further
€1,755,619 to investee companies subject to certain conditions.

4. Debtors
€
Other debtors 7,493
7,493
5. Creditors: amounts falling due within one year
€
-Other creditors 178,378

Accruals 15,721

194,099

11



6.

3i Europartners IIIB LP

NOTES TO THE ACCOUNTS CONTINUED

Partners’ accounts

At 19 July 1999

Net drawdowns

Allocation of net income
and net capital profits

Distributions of cash

Movement in Partners' accounts

At 31 March 2000

Unrealised exchange reserve

At 19 July 1999
Movement in the period

At 31 March 2000

Loan to General Partners

At 19 July 1999

Cash paid in period

At 31 March 2000

) <

Capital
contribution Loan Profit
accounts accounts accounts Total
€ € € €
315 30,249,714 - 30,250,029
- - 355,208 355,208
- - {38,089) (38,089)
315 30,249,714 317,119 30,567,148
315 30,249,714 317,119 30,567,148
€
20,002
20,002
€
1,825,963
1,825,963

12




3i Europartners IIIB LP

NOTES TO THE ACCOUNTS CONTINUED

9. Reconciliation of movements in Partners' funds

€

At 19 July 1999 -
Movement in Partners' accounts (note 6) 30,567,148
Movement in unrealised exchange reserve (note 7) ) 20,002
Movement in loan to General Partners (note 8) (1,825,963)
At 31 March 2000 28,761,187

10. Notes to the cash flow statement

(a) Reconciliation of net income for the period 19 July 1999
to net cash inflow from operating activities to 31 March
2000

€

Net income for the period 38,089
Increase in creditors relating to operating activities 15,721
Increase in debtors relating to operating activities (7,493)
Net cash inflow from operating activities 46,317

(b) Analysis of changes in financing during the period
Partners'

capital Partners'

contribution loan

accounts accounts

€ €

At 19 July 1999 - -
Drawdowns 315 30,249,714

At 31 March 2000 315 30,249,714

13
|




3i Europartners I1IB LP

NOTES TO THE ACCOUNTS CONTINUED

10. Notes to the cash flow statement continued

Increase in cash in period

Increase in money market deposits with banks
Cash inflow from debt financing

Movement in net debt in the period

Net debt at start of period

Net debt at end of period

{d) Analysis of net debt

Cash

Money market deposits with banks
Partners' loan accounts

11. Taxation

(¢) Reconciliation of net cash flow to net debt

19 July
1999

19 July 1999
to 31 March
2000

€

41,766
9,332,445
(30,249,714)

(20,875,503)

(20,875,503)

Cash 31 March

flow 2000
€ €
41,766 41,766

9,332,445 9,332,445
(30,249,714)  (30,249,714)

(20,875,503)  (20,875,503)

No provision for taxation has been made as the Partnership has no liability to taxation. Any
taxation arising on the income and gains of the Partnership is payable by the individual Partners.

12. Related parties

Details of transactions with the Partners are provided in note 6.

14
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3i Group Investments LP

MANAGER’S REPORT

The Manager presents the report and the accounts of the Partnership for the period ended 31 March 2000.

Activities

The partnership was registered on 22 September 1999 with 2 partners, namely 31 Group Investments GP
Limited, acting as General Partner, and 3i Group plc, acting as Limited Partner. 3i Europartners 111
Verwaltungs GmbH & Co KG was subsequently admitted as a second General Partner on 24 September
1999. The principal activity of the Partnership is to invest in a diversified portfolio of predominantly
unquoted investments in Continental Europe.

Results

The loss for the period amounted to £14,700 which has been allocated in full to the Partners. Capital profits
earned in the period amounted to £687,751 have also been allocated in full to the Partners.

A summary of movements on investments is given in note 3 to the accounts.

Partners’ interests

A summary of movements in Partners’ accounts is given in note 6 to the accounts.

Manager
31 plc is Manager of the Partnership and provides corporate and administrative services. There is no

management fee payable to 3i plc. Since its admission as second General Partner, 31 Europartners IIT
Verwaltungs GmbH & Co KG has responsibility for managing the Partnership’s assets and investments.

Statement of Manager’s responsibilities in respect of the accounts

The Partnership Agreement requires the Manager to prepare accounts for each financial period. Such
accounts are to be prepared in accordance with generally accepted accounting practice in the United
Kingdom. In preparing those accounts, the Manager is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- prepare the accounts on the going concemn basis unless it is inappropriate to presume that the
Partnership will continue in business.




3i Group Investments LP

MANAGER’S REPORT CONTINUED

The Manager is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Partnership and to enable the Manager to ensure that
the accounts comply with the Partnership Agreement. The Manager also has a general responsibility
for taking such steps as are reasonably open to it to safeguard the assets of the Partnership and to
prevent and detect fraud and other irregularities.

Millennium compliance

The business of the Partnership is effected through the processes and systems operated by the Manager.
The work, which was performed over the last three years, has ensured that the Manager’s operations
did not suffer any business disruption as we entered the new millennium. All costs associated with
ensuring that the operations of the Manager were Year 2000 compliant have been borne by the
Manager.

Auditors

Emst & Young remain in office as auditors of the Partnership in accordance with clause 19 of the
Partnership Agreement.

For and on behalf of 31 plc

Ut I

Director

Registered Office:
91 Waterloo Road
London SE1 8XP

2 Mp:j 2000




3i Group Investments LP
AUDITORS’ REPORT

To the Partners of 3i Group Investments LP

We have audited the accounts on pages 5 to 11 which have been prepared under the historical cost
convention and on the basis of the accounting policies set out on pages 8 and 9.

Respective responsibilities of the Manager and the auditors

As described on page 2 the Manager is responsible for the preparation of the accounts in accordance
with applicable United Kingdom law and accounting standards. It is our responsibility to form an
opinion, based on our audit, on those accounts and to report our opinion to you. Our responsibilities, as
independent auditors, are established in the United Kingdom by Statute, the Auditing Practices Board
and by our profession’s ethical guidance.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
accounts. It also includes an assessment of the significant estimates and judgements made by the Manager
in the preparation of the accounts, and of whether the accounting policies are consistent with the
requirements of the agreement between the Partners dated 21 September 1999, consistently applied and
adequately disclosed.

We planned and performed our andit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
accounts are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
accounts.

Opinion

In our opinion the accounts give a true and fair view of the state of affairs of the Partnership as at
31 March 2000 and of its results for the period then ended and have been properly prepared in accordance
with the Partnership and Unlimited Companies (Accounts) Regulations 1993,

Guﬂ"ﬁu.g

Ernst & Young
Registered Auditor
Birmingham

22 may 2000




3i Group Investments LP

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the period ended 31 March 2000

Notes
Net deficit for the period
Net capital result for the period
Currency translation adjustment 7

Total recognised gains and losses relating to the period

22 Sept 1999
to 31 March
2000

£

(14,700)
687,751

(9,955)

663,096




3i Group Investments LP

INCOME AND CAPITAL PROFITS
for the period ended 31 March 2000

Income Notes

Income received from fixed asset investments

Interest - unlisted

Other income

Interest received on short term deposits
Interest received from Partners admitted after First Closing

Total operating income before administrative expenses

Administrative expenses

Net deficit for the period 2

Capital profits

Proceeds
Cost of investments sold
Fees on disposal

Net capital result for the period

Total net result for the period for allocation
to Partners' profit accounts 6

22 Sept 1999
to 31 March
2000

£

128,074

128,074

908
9

128,991
(143,691)

(14,700)

959,037
(222,375)
(48,911)

687,751

673,051




3i Group Investments LP

BALANCE SHEET
as at 31 March 2000

Fixed assets

Investments

Current assets

Debtors
Cash at bank

Creditors: amounts falling due within one year
Net current liabilities

Total assets less current liabilities

Partners' accounts

Capital contribution accounts
Loan accounts
Profit accounts

Total Partners' funds

For and on behalf of 3i plc

didll o

A2 M(j 2000

Notes

=2

31 March
2000
£

49,009,245

12
74,122

74,134
(502,000)

(427,866)

48,581,379

18
48,420,265
161,096

48,581,379




3i Group Investments LP

NOTES TO THE ACCOUNTS

1. Accounting policies

a)

b)

Basis of accounting

The accounts have been prepared under the historical cost convention and in accordance with
applicable accounting standards, except as described below concerning the treatment of income
where a true and fair override has been invoked to account for income on a cash received basis.

Investment assets

Investment assets are included at the lower of cost and recoverable amount. Where failure has
occurred, the cost of the investment is written off and charged against the capital account.
Otherwise, where an investment is expected to fail within the next twelve months, a provision
against cost is charged against capital profits and taken to the other unrealised reserve.

Income recognition

An underlying assumption of the Partnership Agreement is that income would be accounted for
in the period when received. In the opinion of the Manager, to adopt an accruals basis of
accounting for income would not give a true and fair view of the underlying transactions of the
Partnership during the period. Accordingly, income has been accounted for in the period when
received. The effect of adopting an accruals basis of accounting for income is shown in note 2.
Dividends and interest income are stated gross of associated overseas withholding tax.

d) Currency translation

Foreign currency revenue items, assets and liabilities are translated into Sterling at the exchange
rate ruling at the balance sheet date.

Exchange adjustments arising on transactions are dealt with in the income or capital accounts as
appropriate.

Investment expenses

Expenses incurred in connection with investments which complete during the period are written
off immediately as a revenue item to the income account. Those expenses relating to ongoing
investments, not yet completed, as well as expenses incurred in connection with approved
investment proposals which have been withdrawn or rejected during the period are also charged
to the income account.




3i Group Investments LP

NOTES TO THE ACCOUNTS CONTINUED

1.

Accounting policies continued

f) Priority profit share

The Partnership is liable to pay a priority share of profit to its General Partners. To the extent
that there are insufficient partnership profits to allocate the priority share of profit, an interest
free loan is made by the Partnership which is included in debtors. As this loan is discharged out
of surplus profits after future allocations, an amount equal to the shortfall is charged to the profit

and loss account and included in creditors.

Net income for the period

If an accruals basis of accounting for income had been adopted the net income for the period would

have been £26,145.

The auditors' remuneration has been borne by a subsidiary undertaking.

Investments

Unlisted:

Cost

Additions
Transfers
Disposals

At 31 March 2000

Equity
shares Loans Total
£ £ £
32,743,544 7,094,635 39,838,179
8,301,650 1,091,791 9,393,441
(222,375) - (222,375)
40,822,819 8,186,426 49,009,245




3i Group Investments LP

NOTES TO THE ACCOUNTS CONTINUED

4. Debtors

31 March
2000
£
Amounts due from group undertakings 12
12
5. Creditors; amounts falling due within one year
31 March
2000
£
Accrued Priority Profit Share 502,000
502,000
6. Partners' accounts
Capital
contribution Loan Profit
accounts accounts accounts Total
£ £ £ £
Net drawdowns 18 48,420,265 - 48,420,283
Allocation of net income

and net capital profits - - 673,051 673,051
Currency translation adjustment - - (9,955) (9,955)
Priority profit share allocation - - (502,000) (502,000)
Movement in Partners' accounts 18 48,420,265 161,096 48,581,379

Currency translation adjustment
At 31 March 2000 i8 48,420,265 161,096 48,581,379

10




3i Group Investments LP

NOTES TO THE ACCOUNTS CONTINUED

7. Reconciliation of movements in Partners' funds

Movement in Partners' accounts (note 6)
Currency translation adjustment

At 31 March

8. Taxation

22 Sept 1999
to 31 March
2000

£

48,591,334
(9,955)

48,581,379

No provision for taxation has been made as the Partnership has no liability to taxation. Any taxation

arising on the income and gains of the Partnership is payable by the individual Partners.

9. Related parties

Details of transactions with the Partners are provided in note 6. No other disclosures have been
made in relation to related parties as required by Financial Reporting Standard (FRS8) as the

Partnership has taken advantage of the exemption available to group undertakings.
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