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View onlbine
For more information on 315 business,
its portfolio and the latest news, please visit

www 31 com

Register online

To recewve shareholder communications
electronically, including annual reports and
notices of meetings, please register at

www 3i.com/investor-relations

Sign up for 31 news

To be kept up-to-date with 315 latest financial
news and press releases, sign up for alerts at

www 31 com/investor-relations

Directors report

Pages 2 to 75 comprise the Directors report and pages
76 to B5 comprise the Directors remuneration report
both of which are presented in accerdance with English
company law The Labilities of Directors in connection
with these reports shall be subject to the imitatrons and
restrictions provided by such law These reports are
intended to provide nformation to shareholders and are
not designed to be relied upon by any other party or for
any other purpose

Disclaimer

This Annual report and accounts may contain state-
ments about the future including certain siatements
about the future outlook for 31Group pic and its
subsidiaries {"31 ) These are not guarantees of future
performance and will not be updated Although we
believe our expectations are based on reascnable
assumptions any statements about the future outlook
may be influenced by factors that could cause actual
outcomes and results to be materally different
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Overview
Performance highlights

Our performance for the year to 31 March 2013 (FY2013)

Strategic and restructuring highlights

Significantly outperformed
cost savings target

Achieved £51 milhion of run-rate operating cost reduction
by 31 March 2013, 28% ahead of the original target of £40 mullion

Substantial gross debt reduction,
with target achieved ahead
of schedule

Gross debt of £1,081 million at 31 March 2013
Gross debt of £917 mullion at 30 April 2013, representing a 44%
reduction from £1,623 million at 31 March 2012

Strong Private Equity realisations

Delivered realised profits over opening value of £190 million,
a significant increase compared to £22 mullion in FY2012,
and representing an uplift to opening value of 49% and a
money multiple of 2 1x

Growth in assets under management

Total AUM growth of 23% to £129 billron, including growth
in third-party AUM of 45% to £92 billion

£5Tm

cost savings

Lb)

gross debt reduction
by 30 Apnit 2013

49%

uplift to opening value

2.1x

money multiple

23%

total AUM growth




Financial highlights

Material improvement in total return

Total return of £373 million representing 14 2% on opening
shareholders’ funds, a significant improvement on the prior
year loss of £(656) million and negative return of (195)%

Robust NAV growth

NAV per share of 311 pence, up 11 5% over the period, after taking
into account iImplementation costs and dividends in the period of
5 8 pence and 81 pence per share respectively

Strong total shareholder return

Since the announcement of 3's future strategy, 31 has generated a
total shareholder return of 7%, with an increase in share price from
191 pence at close of 28 June 2012 {day befare the announcement)
to 316 pence at close on 28 March 2013 {last trading day of FY2013)
and an interim dividend of 2 7 pence paid in January 2013

Rebased dividend

Proposed final dividend of 5 4 pence per share, bringing total
dividend for FY2013 to 8 1 pence per share, in ine wath the rebased
diidend policy

3i Group plc Annual report and accounts 2013

14.2%

total return on opening
shareholders’ funds

31p

NAV per share

11.9%

NAV growth over year

677%

total shareholder return

8.1p

total dividend per share
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Our business

Private Equity

Infrastructure

Mid-market private equity business
focused on investing in northern Europe,
North America and Brazil

1 0 2 31 portfolio comparies

£ 2 ,70 7m of 31 portfolic value
££I-,8 57T of total Aum
3 5% third-party capital

as at 31 March 2013

Infrastructure investor focused on
investing in utilities, transportation
and social infrastructure in Europe

1 0 31 portfolio companes

E 5 O 7m of 31 portfolio value
£1 ,579m of total AUM
7 0 % third-party capital

as at 31 March 2013

Investment funding model

Investments have been made through a series of imited partner
funds focused on either majonty or minority interests These
funds include the €5bn European buyout fund Eurofund V, and
the €1 2bn Growth Capital Fund

Following the end of the investment periods for these funds
we will iInvest using a combination of proprietary capital and
third-party co-investment We have established framework
arrangements with 3 number of leading investors for investing
alongside 31

Investment funding model

[nvestments are made through 3iInfrastructure plc { 3N },

a bisted vehicle in which the Group has a 34% shareholding,
which focuses on investing i core infrastructure and social
infrastructure projects in the developed world and in particular
in northern Europe

31 2lso manages the 31 India Infrastructure Fund a US$1 2bn
lirmited partner fund to which the Group has a US$250m
commitment This Fund ended its investment period in
November 2012

Image remaved

Image removed

1 Other includes 25 legacy investments previously disclosed as non-core
with a total AUM of £43m

Highlights of the year

m Strong portfolio performance, delivered gross portfotio
return of 197%

# Re-focused new investment activity on northern Europe,
North America and Brazil

w Substantially implemented programme of asset management
improvernent inthiatives

m Strong realisations of £575m achieved at an uplift of 49%
on opening value and a money muttiple of 2 1x

m Completed three new investments two in Brazl and one
in Germany

m Established framewcerk arrangements with leading investors
to co-invest alongside 31 on future transactions

Highlights of the year

a European portfolio continued to perform well and generated
a strong level of portfolio income

w 3iNs share price increased by 7% and 3iN paid a dwidend
of £18m to 21 Group

» InMay 2013 3iN increased its annual distribution yield target
to 5 5% of opening NAY from 5 0%

® Sale of 315 stake in Elenia for £30m

For more on Private Equity please goto page 28

For more an Infrastructure please goto page 35
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Debt Management

Group

Loan manager specialising In the
management of third-party capital,
invested Iin non-investment grade debt
in Europe and the US

24 s

£81mM w3 portfolio value
£6,440 Y of total AUM
99% third-party capital

as at 31 March 2013

Leading international manager of
third-party and proprietary capital
with three strong and complementary
investment businesses

E 3 . 3 b n of 31 portfolio value
E 1 29bn of total AUM

0
71 A) third-party capital
as at 31 March 2013

Investment funding model

Investments are made through 24 furds 15 in Europe and nine
in the US There are 18 CLO funds and, as at 31 March 2013,
12 of these funds remain within their re-investment period

Across these funds 31 has invested proprietary capital
equivalent to 1% of AUM

Investment funding model

Investments are made using a combination of third-party
and proprietary capital depending on the business tine

in arder to achieve a blend of capital and income-

based returns

Image removed

Image removed

Highlights of the year

m Good fund performance in Europe maintaining strong
track record

» Acquisition of Invesce s European CLO management contracts
and subseguent performance enbancement

m Established US platform, through a strategic transaction
with Fraser Sutlivan

w Launch of two US CLOs since establishing the US platform
raising ¢ US$1bn

w Grew AUM by 92% to £6 4bn at 31 March 2013

For more on Debt Managernent please go to page 39

Highlights of the year

= Significantly outperformed cost savings target
achieved £21m of run-rate operating cost reduction
m Substantial gross debt reduction with target achieved
ahead of schedule Gross debt of £917m at 30 April 2013
a 44% reduction from £1 623m at 31 March 2012
= Total AUM growth of 23% to £129bn, including growth
in third-party AUM of 45% to £92bn
= Material improvement in total return to £373m (2012 £(656)my,
representing 14 2% on opening shareholders funds (2012 {19 5)%)
u NAV per share of 311p,up 11 5%

MBIAITAD
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Chairman’s statement

results showing improved performance
across our business

‘ ‘ | am pleased to announce a strong set of

FY2013 has been a year of significant

change for 31 We have made substantial

and rapid progress and this has

established solid foundations for the

next phase of our strategic plan , ,

Sir Adnan Montague
Chairman

Image removed

Highlights

23%  142%  8lp

Grawth in total AUM Total return on opening Totat dvidend per share
shareholders’ funds




Over 12 months ago, commencing

in January 2012, | undertook several
rounds of discussions with our major
shareholders which focused on 3i's
performance at that time and the
prevailing discount of 31's share price
to NAV

Following the announcement in March 2012 of Michael Queens
Intention to resign as Chief Executive, | was again in contact with our
shareholders regarding the process to select Michael s successor
This culmunated in the appointment in May 2012 of Simon Borrows
as 315 new Chief Executive with a clear mandate from the Board

to pursue his strategec plan

On 29 June 2032 within six weeks of his appontment, Simon and his
managerment team had undertaken a strategtc review of the Group
and announced the future strategy for 31, including an extensive
restructuning plan Since then the management team has made rapid
progress n executing thrs wide-ranging restructuning plan which the
Board believes has now established sohid foundations for 31s future
growth and success over the longer term
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Restructuring and
strategic progress

FY2013 has been a year of significant organusaticnal change at 31,

the first step of which was a major cost reduction programme to bring
down the Group s operating costs to be more i line with our annual
cash ncome

Alongside this our Private Equity bustness has been restructured and
re-focused This has included the implementation of a comprehensive
programme of Initiatives to bring greater focus, consistency and
discipline to its investment processes and asset managerent
approach These changes are already making a real difference as
evidenced by the materially improved performance of the Private
Equity nvestment porifolio as well as a series of realisations at strong
uplfts to book valee and healthy cash profits

In addition to re-shaping our Private Equity business, we have
announced several important initiatives to grow and develop
our Debt Management business

We have almost doubled third-party AUM in Debt Management

from £3 3 bidlion at 31 March 2012 to £4 4 bilbon at 31 March 2013

This growth has included the acquisition of European CLO
management contracts from Invesco and the strategic transaction
with Fraser Sullivan, a leading specialist US debt manager to establish
315 US debt management platform

Infrastructure continued to generate strong portfolio Income

and deliver steady underlying asset performance in its core
European market The value of the Group s 34% shareholding In
3iInfrastructure plc {"3IN") increased by 71% in the year In addition,
3N recently announced that following sts strategic review and
rebalancing of risk and reward, it will iIncrease ts annual distnbution
yield objective from 5 0% to 5 5% of opening NAY

Overall, this demonstrates good progress towards our objective of
growing our third-party fund management activities and generating
a sustanable annual operating profit aver time

MIIAIBAD
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Chairman's statement

Performance and results

Despite continuing difficult macroeconaomic conditions and a subdued
M&A market, the Group s financial results for the year to 31 March
2013 show significant improvermnent compared to the prior year

In the year ta 31 March 2013 total AUM grew by 23% to £12 9 billion
{2012 £105 bilien), reflecting the matenal growth in our Debt
Management business in the period Third-party AUM grew

by 45% ta £9 2 billien (2012 £6 3 billion), representing 71% of total
AUM (2012 60%)

Totak return for the Group in the period was a profit of £373 million
representing 14 2% on opening shareholders funds a significant
improvement on the prior year loss of £(656) million and a negative
return of (195}% Gaod growth in portfolio earnings and strong
realisations above book value in our Private Equity business
contributed to a gross portfolio return for the Group of £544 million
in the period compared to a loss of £{329) rmullion in the prior year

At the time of our half-yearly results announcement in November
2012 the Board declared an interim dividend of 2 7 pence per share
and announced 1ts intention to propose a total dividend for the year
of 81 pence per share The Board is therefore recormmending a final
dividend of 5 4 pence per share subject to the approval of
shareholders at the AGM

In May 2012, the Board announced a strengthened distnbution policy
designed to give shareholders a direct share in the success of the
Groups realisation actvittes by adopting a policy of returning to
shareholders a share of gross cash realisations subject to certain
conditions Under this new poltcy, the aggregate distnbution to
shareholders, including the annual base dividend, will be at least

15% and up to 20% of gross cash realisation proceeds provided that
gearing 1s less than 20% and provided that 315 on track te reduce
gross debt to less than £1 billon Given that these criteria have now
been satisfied following the recaipt of proceeds from the sale of
Mold-Masters, we intend to inthiate additional shareholder distnbutions
above the annual base dividend in respect of the financial year ending
31 March 2014

| am pleased to report that for the year ended 31 March 2013

NAV grew by 11 5% te 311 pence per share after taking into account
implementation costs and dwidends in the period representing

58 pence and 8 1 pence per share respectively In partcular

in the three months to 31 March 2013, NAV grew by 8 7% from

284 pence per share at 31 December 2012

Since the anncuncement of 31 s future strategy there has been

a material appreciation in 3is share price, and the discount of

315 share price to reported NAV has been eliminated 3is share
price increased by 65% from 191 pence at close of business on
28 June 2012 {the day before the announcermnent} to 316 pence

at close of business on 28 March 2013 {the last trading day of

the financiat year} Over this same penod the premium/discount
of 315 share price to last reported NAV has moved from a
matenial discount of 31% to a premiumn of 10% This s pleasing
and demonstrates the growing confidence in our team and an
endorsemnent of the new strategic plan However significant work
remains and we will continue to work hard to achieve our strategic
goal and further re-build value for our shareholders

Summary and outlook

Over the last year our focus has been on restructuring the business
and delivering against each of the strategic priorities and targets
that we set purselves in June 2012 We have made substantial and
rapid progress in this respect and we believe that this effort has
established solid foundations for the next phase of our strategic plan
In particular, the materially improved perforrmance of our Private
Equity portfolio and the growth of our Debt Management business
provide positive momenturn going Into this next phase of 3is
development We have set out a clear strategic plan to maximise
shareholder value and we will continue to work hard 1o deliver this

Atl of this 1s against an economic backdrep that remains uncertain
and volatile However, we are confident that the substantial progress
that we have already made will ensure that 31 delivers value to

s shareholders

Throughout this period of significant change 31s employees have
risen to the challenge and shown beth resilience and commitment
On behalf of the Board, | would like to thank all of our employees for
their hard work in helping to deliver a strong set of results in such
challenging conditions

I have been fortunate to have the support of a hard working
commmitted and very capable Board throughout this peried of change
With the progress that has been achieved, however Willem Mesdag,
who has served mast ably as Chair of our Valuations Commuttee
feels able to step down and focus his attention on hus US interests
He will be leaving us later this year with rmy grateful thanks, and

| expect over time progressively to continue the renewal of the Board

Singnature removed

Sir Adrtan Montague
Chairman
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Strategy and business model

‘ We have made significant progress

N the turnaround of 31 and this 1S
demonstrated by our strong results.

We are only one year into our three year
strategic plan and there 1s plenty more
that we are doing to drive performance
and generate further sharenholder value

Simon Borrows
Chief Executive

Image Remaved

Our strategic priorities

’I Create aleaner Improve
orgamsation with consistency
a cost base more and discipline
closely aligned of mvestment
with its mcome: processes
and asset
management

approach

Re-focus Grow third-party
and re-shape AUM and income
the Private

Equrty business

Improve capital
allocation,
focusing on
enhanced
shareholder
distnbutions and
re-investment

in our business

For more an our strategy please go to page 16

3P0 $SAUISNY
pue Abalens
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Chief Executive's review

On 29 June 2012, following a strategic
review of the business, | announced the
future strategy for 3, the first step of
which involved the launch of a major cost
reduction programme and restructuring
of the business

We are only one year into our three year strategic plan and

I am pleased to report that we have made significant and rapid
progress (n the turnaround of 31 We have delivered against all of
the immediate pricrities and targets for financial year 2013 that

we set out inour plan i June last year These actions are described
in more detail in the following pages

Duning this peried of considerable change at 31 and against

a backdrop of difficult and volatile economic conditions we have
delivered a strong set of Group results for the year to 37 March 2013
These results underline the substantial progress that we have
already made through implementing the first phase of our multi-year
strategic plan

We are focused on executing the next phase of our plan, and there
15 plenty more that we are doing to drive performance and generate
further sharehalder value

Strategic goal
and the 31 Value Build

35 strategic goal is to be a leading international manager of
third-party and proprietary capitat with three strong investment
businesses delivering top quartile cash investment returns over
the longer term

s Focused mid-market Private Equity
» (lass-leading Infrastructure, and
» Growing Debt Management

Each of these busingsses has different drivers and return
characteristics Together they provide an attractive balance

of iIncome and capital returns We believe that the combination

of our asset management skills across these three complementary
platforms, together with our strong balance sheet and access

to permanent capital represents a differentiated and attractive
value propositicn

At 31s half-yearly results and strategy update in November last year,
I set out the key phases of our plan to deliver this strategic goal
by financial year 2016 These are cutlined on page 18

We have executed successfully the first phase of this strategic plan
{the year of Restructuring }, and we are already making strong
progress towards delivering the full benefits of this in financial years
2014 and 2015 {the years of Transition and delivery”)

The clear objective of this multi-year strategic plan is to improve
business performance and maximise value for 31 its shareholders
and its fund investors —we call this the 31 Value Build™ and

it comprises

» Growing Private Equity investment portfolio earnings through the
asset management improvement initiatives, and in turn, Increasing
the value of our portfolio

= Realising investments at values representing good uplifts to book
value and strong cash-on-cash multiples, thereby optimising value
from the portfolio and enhancing its valuation rating,

m Generating a sustainable annual operating profit frorn our fund
management activities through growth in third-party income
combined with a right-sized cost base,

a Utiising our strong balance sheet and permanent capstal to take
advantage of further value-creating growth oppertunities acress
our businesses, and

a Increasing shareholder distributions through our enhanced
distribution policy which provides shareholders with a direct share
of our realisation proceeds above the base annual divedend level




Strategic priorities and
progress in FY2013

In June last year, when | announced the future strategy for 31, we set
out our immediate prionities and targets for the business i the first
phase of our strategic plan Qur progress against each of these
priorities 1s described on the following pages

1. Create a leaner organisation with a cost base
more closely aligned with its income

My first priority was to create a fitter and more efficient 31

In June 2012, we set out key targets for the reduction of operating
costs, including reducing staff and consotidating our international
network of offices The table below sets out these key targets

for inanc:al year 2013 and our progress against each of them

We have significantly outperformed cur 31 March 2013 cost reduction
target threugh a combination of over-achievement against the
previously identified operating cost savings as well as the
identificatron of further areas of efficiency as we have been
implementing the restructunng By 31 March 2013 we achieved
annualised run-rate operating cost savings of £51 mitlion

28% ahead of our originat target of £40 million To achieve these
savings, we have incurred implementation costs (including the costs
of associated redundancies) of £30 milien in financial year 2013,
consistent with the lirnit that we set ourselves when we launched
the restructuring
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It 1s 1n this context that we have set a more ambitious cost reduction
target for financial year 2014 We are now targeting curmstative
annualised run-rate operating cost savings of £60 million by

31 March 2014, on a kke-for-like basis with the opening run-rate
operating cost base of £185 million as at 31 March 2012 This
represents a significant upwards revssion by 33% from the origmal
cost reduction target of £45 mitlion by 31 March 2014 To realise
these addibonal cost reductions we expect to (ncur up to £7 million
of further implementation costs in financial year 2014 Please see
page 47 for further information

The overall ohjective 1s for the Group s annual cash income to cover

its annual operating costs To help you measure our progress aganst
thrs objective we have introduced a new key performance indicator
calted Annual operating cash prefit Thisis defined in more detail on
page 48, but (n summary it 1s the difference between our annual cash
sncome {cash fees from managing third-party funds and cash income
from our iInvestment portfolio} and our annual operating expenses
excluding restructuring costs In the past, 31 has operated at a2 material
deficit on this measure and our target 1s to eliminate this deficit on
arun-rate basis by 31 March 2014

Key targets announced on 29 June 2012!

Progress in FY2013

Reduce staff
by 31 March 2013

Headcount reduction of over 140 staff

Net headcount reduction of 148 staff at
31 March 2013, before the Debt Management
strategic acquisitions

Represents a reduction of 39% of the Groups
total headcount of 435 at 31 March 2012

31 March 2013

costs of £185m at 31 March 2012

asimilar level to FY2012

Consolidate office Re-shape the international network with All of these office closures were completed
network the closure of offices in Barcelona, during FY2013 Total number of offices
Birmingham, Copenhagen, Hong Kong, reduced from 19tc 13
Milan and Shanghal, reducing the total
Additional run-rate operating cost savings
number of offices from 19 to 13 achieved from reducing office space In
London and New York
Operating Targeted annualised run-rate operating Achieved annualised run-rate operating
cost savings cost savings of £40m to be achieved by cost savings of £51m at 31 March 2013,

These cost savings were set against
a base-line of annualised run-rate operating

Given timing effects and implementation
costs incurred, actual reported operating
costs in FY2013 were expected to be at

28% ahead of original £40m target

This reduction represents 28% of the
base-line operating costs at 31 March 2012

Actual reported operating costs of £170m,
below the level in FY2012 of £180m, and
include implementation costs and addibonal
operating costs from the acquired Debt
Management businesses

1 As stated in 315 announcement on 29 June 2012 the headcount and operating cost reduction targets exclude the impact of certain corporate transactions
which were completed subsequently and which relate to our Debt Management business These transactions are 1) the acquisition of certain Eurepean CLO
management contracts from Invesco (completed in August 2012} and 1} the establishment of 31 s Cebt Management platform in the US through a transaction
with Fraser Sullivan {completed in September 2012) These transactions added 15 staff to the Group s headcount

jepow ssauisng
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Chief Executive's review

As part of bringing greater cost efficiency and focus across

the business we have removed organisational complexity and
bureaucracy This has included rationalising the numercus existing
committee structures, de-layering the organisation and streamlining
processes Shortly after | announced 31s future strategy in June 20712,
in grder to drive the change programme effectively, | putin place a
new leadership team, the Executive Committee, which is the principal
day-to-day decisson-matang body in respect of managing the Group
(see page 61)

All of these actions have led to a simpler organmisational structure
wath shorter ines of communication and this in turn is transforring
the culture of 31 to be much more energised and dynamic This s
enabling faster and more consistent decision-making across the
business in order to effect the changes that are necessary to deliver
improved performance

2. Improve consistency and discipline of investment
processes and asset management approach

In June last year, | announced six asset management iImprovement
inihatives, covering all aspects of 2is investment and asset
management processes within Private Eguity In particular, these
inihatives were designed to ensure a highly selective and consistent
approach to new investment earlier identification of potential 1ssues
with existing portfolio companies and well constructed exit strategies
that maximise value in realisation processes This programme of
inihiatives has been substantially implemented and is already making
areal dfference | believe that further benefits will be seen in the
performance of our Private Equity portfolio over ime Examples

of these initiatives include

Investment review process we have streamlined our investment
review process including rationalising the previously separate
investment Commuttee and Portfolio Committee structures, each

of which considered investments at different points 1n their Ufecycle
In July 2012 we moved to a new single Investment Commuttee which
considers the full spectrum of decisions from investment through

to divestment The new process brings greater central control and
oversight As a result, the Investment Commuttee s more involved

In the early stages of investment processes and has formal oversight
of matenal changes and other value impacting events between
investment and divestrent including refinancings and seruor
managernent changes

Management assessment following a systematic assessment

of key management of our Private Equity portfolio companies we
have reptaced a number of chairmen and chief executives, particularly
In situations where we have underperforming investments At the
same time, we have reviewed the portfolio company board appointees
from our own mvestment teams to ensure that we have the right
people and allocation of resource

Performance monitoring dashboards we have overhauled our
rmonthly portfolic reporuing processes within Private Equity and
introduced new performance dashboards across our porifolio
companies These include key financial operational and strategic
metrics and commentary The Group s Investment Committee

and Private Equity Partners now meet monthly to review these
dashboards and to decide on actions and the appropriate allocation
of resources This initiative has transformed the way we mznage
our Prvate Equity investment portfolio

Exrt planning since March 2012 we have been working closely

with our Private Equity portfolio companies to develop clear and well
constructed exit strategies for each of our investments These plans
are reviewed and refined on an ongoing basis in response to,

for example, market developments or unsclicited approaches

This is alt done in the context of maximising the value te 3ts
shareholders and fund investors of any realisation activity as well

as optimising capital allccation and resource across our business
The fruits of this effort have already been evidenced by recent
realisations at attractive prices, including for example, Civica, Hyperion,
Mold-Masters NORMA and Quintites and there are a number of other
investments in exit processes that are well advanced

Vintage control policy and capital altocation last year we
implemented a new vintage control policy for the Group s own balance
sheet investments This 1s designed to minirrise the risk of over-
investing at the top of the private equity cycle in the future In addition
to monitoring investment and capital allocation within Private Equity,
we have extended this approach to the rest of the Group and have
cormbined it with our breader risk management framework which
assesses and monitors other key risks for the Group This forms part
of our refined risk management approach which 1s more closely
linked to our new strategic objectives Further information can

be found on pages 5010 55




3. Re-focus and re-shape the Private Equity business

As well as consolidating the international office netwark we have
re-focused our Private Equity business on mid-market investing
in sectors where we have real expertise and in Qur core northern
European markets North America and Brazil We have suspended
new private equity iInvestment in Asia and Spain where the focus
of our investment teams 1s on managing intensively Jis

existing investments

During financial year 2013 we have made a number of important
realisations with aggregate proceeds to 31 of £575 million

These include EUSA Pharma, Giraffe HILITE Moid-Masters and
NORMA In aggregate, Private Equity realisations in financial year
2013 have generated an uplift of 49% over opening boek value and
amaney multiple of 2 1x Many of these realisations were based
on the detailed exit plans that we put in place a year ago in order
to optimise the value of those investments, and we will continue
to execute our realisation plans in this way

Over the next two years, the focus of our investment teams

will continua to be on managing intensively the existing portfolio

We will continue to drive performance improvement and vatue-
burlding strategies and to seek realisations where conditions are nght
to maximise proceeds This will further demonstrate the quality

of our asset management approach and the value of our Private
Equity portfolio and 1s a key part of re-establishing our investment
track record

At the same time, we are pursumg a highty selective and measured
approach to new investment We will only focus on sourcing
nvestment oppertunitres in the sectors and geographies where

we believe that we have demoenstrable competitive advantage

While the level of new opportunities being reviewed by our investment
teams has increased matenally over the last year our investment in
the last year has been low as we continue to see a wide gap between
buyers and sellers price expectations
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4. Grow third-party AUM and income

QOver time, 31 aims to generate more third-party income through the
raising of further third-party funds under managernent Despite the
current teugh fundraising emvironment we have made good progress,
growang third-party funds by 45% in financial year 2013 Third-party
funds now represent 71% of our total assets under management,
compared with 60% a year ago

Private Equity we are investing through a combination of third-party
and proprietary capital

= In March 2013 31 announced it had completed its second Braziban
investment wath the acquisition of leading Brazilian eyewear retasler
Oticas Carol The 31 led consortium included institutional investors
Neuberger Berman and Siguler Guff
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m 31 has established framewaork arrangements with a number of
leading investors to Invest alongside 31 in mid-market European
private equity buy-out opportunities These arrangements include
fees and carry payable to 31 We believe that these innovative
arrangements with market-leading inshtutions demonstrate
confidence in Jis nvestment capatitities as well as providing
access to additional investment capital

Infrastructure the Eurcpean portfolio continued to perform well
and generate a strong level of portfolio income

® Infrastructure 1s a key contnbutor to the Group s annual cash
jncome through both third-party fees and portfolic Income
In addition the value of the Groups 34% shareholding in
3iinfrastructure plc increased by 71% during financial year 2013

m There 1s strong demand for infrastructure assets as investors seek
yield, and we are seeing a number of interesting investment
opportunities in our core markets [n addition we are continuing
to explore opporturities to grow our exisiing infrastructure platforrm
and product offering

Debt Management we have aimost doubled third-party AUM over
the past 12 months from £3 3 billtlon at 31 March 2012 to £56 4 billion
at 31 March 2013

= We have made significant progress (n growing our Debt

Management business through a number of initiatives, including
through the strategic transaction last year with Fraser Sullivan
to establish 315 US debt management platform This transaction
closed in September 2012 and wn Novernber 2012 we taunched
anew US$450 rmillion CLO {Jamestown [) in the US, and then in
February 2013 we refinanced an existing CLO in the US upsizing
it to US$500 million (Jamestown )}

= We continue to see a number of attractive opportunities for further
growth and development of our Debt Management business
through fund launches and belt-on acquisitions

Overall, this demaonstrates good progress towards our strategic
objective of growing profitably our third-party fund management
activibies and generating a sustainable annual operating profit
We believe that over the medium term this will create matenial
additional value for our shareholders, over and above the value
of our proprietary investments
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Chief Executive's review

5. improve capital allocation, focusing on enhanced
shareholder distributions and re-investment in
our business

A key component of our new strategy is to change fundamentally
Jis capital allocation approach so that over time the Group uses less
capual to pay operating costs funding costs and debt repayments,
and instead directs more capital towards shareholder distributions
and re-investment in our core nvestment businesses

As well as achieving a significant reduction in operating costs in
financial year 2013, we have alsc substantially reduced our gross
debt and funding costs Since 31 March 2012 gross debt has reduced
from £1 623 muthon to £1 081 mullion as at 31 March 2013 and to
£917 million by 30 April 2013 representing a total reduction of 44%
Therefore 31 has met ahead of schedule its target of reducing gross
debt to below £1 billion by June 2013 As a result 1n financal year
2014 we expect gross interest costs to be less than £60 miltion
(excluding the costs of any further early debt repayment) which

15 42% lower than the level in financial year 2012 of £103 mullicn

The Group s balance sheet 1s (n a very strong position with low
gearing and high levels of liquidity As announced in May last year

we have strengthened the Group s distribution policy in order to give
shareholders a direct share in the success of the Groups realisation
activities provided that gearing is less than 20% and gross debt 1s less
than £1 hillon We have now satsfied these conditions, and we expect
to imtiate additional shareholder distributions above the annual base
dividend in respect of financial year 2014 Specifically, for the
purposes of the distribution calculation in financial year 2014 we will
inciude the proceeds of £222 million from the sale of Mold-Masters
which were received in March 2013

A further dimension of cur improved capital allocation strategy relates
to the structure of our compensation arrangements In the past,

| believe that annual compensation costs as a proportion of the
Groups tncome have been too high and have not represented an
equitable split of returns between 31 s shareholders and employees

It 15 also criticat that compensation is not viewed just as a cost to the
business, but 1t should also be seen as a key tool to deliver our
strategic objectives and drive performance Therefore, in July 2012

we launched a Group-wide review of 315 compensation arrangements
with the following key objectives

m Ensure a fair and transparent split of returns between 31's key
stakeholders, including between shareholders and employees

w Closer alignment of our compensation arrangements with our
key strategic objectives

m Clearer Link between shareholder returns and compensation,
including a greater proportion of compensation n 31 Group
shares

n Greater differentiation between individuals based on their relative
personal performance and contribution

Foltowing discussions with shareholders and employees we designed
new compensation arrangernents to achieve these objectives, and we
are now implementing them Further information 1s provided in the
Directors remuneration report on pages 75 to 85

Performance and results

Last year was another challenging year for our sector and for the
broader financial services industry as we navigated difficult econormic
conditions and a changing reguiatory landscape On top of this, It was
also a year of considerable change at 31 as we implemented a major
restructuring plan We have stayed focused on our abjectives
throughout all of this, and | am delighted te report that we have met

or exceeded all of the targets that we set ourselves for financial year
2013 and we have delivered a strong set of Group results

In the 12 months to 31 March 2013 total gross pertfoho return for
the Group was £546 mill:on compared to a loss of £{329) milion

1n the previous year Each of our three business lines contributed

to this result, delivering improved performances compared to last
year Private Equity was the largest contributor with a gross portfolio
return of £518 million this year compared to a loss of £(341) mittion
last year

Ouring financial year 2013, we achieved a series of strong realisations
within our Private Equity business This delivered total realised profits
over the last valuation of £190 mill:on a stgnificant increase compared
to £22 milion in financial year 2012 and representing an uphift of

49% on the opening portfolio value of those investments realised

This 1s an excellent result and further evidence of the inherent value
of our investment portfolio

The Group s net portfolio return this year was £432 mitlion compared
to a loss of £(425} mullion in financial year 2012 Again, this represents
a material improvernent in performance compared to last year

This 15 despite the fall in third-party fee tncome from Private Equity,
reflecting the iImpact of the Growth Capital Fund and Eurofund V
comung to the end of their investment periods

The fall in fee income from Private Equity was partly off-set by the
sigruficant progress we have made in reducing the Group s operating
cost base We significantly exceeded our cost reduction target for

31 March 2013, and materially reduced the deficit between the Groups
annual cash income and its annual operating costs As a result of the
actions we have taken, we now expect that Group cash income will
cover operating costs by 31 March 2014 on a run-rate basis Thisis
not just about cost cutting it also requires us to grow cash incorne
both from third-party funds under management as well as from

our investment portfolio, particularly in our Debt Management and
Infrastructure businesses We have already made a good start in this
respect by growing total third-party AUM by 45% in financial year 2013
from £6 3 billion to £9 2 billion Thus was largety driven by growth

in Debt Management, including the strategic acquisttion of Fraser
Sullivan However, cash investment levels were low In the period,
falling to £172 raullion in financial year 2013 from £464 millonin

the previous year This reflects a number of factors, not least the
continued low levels of M&A actvity in Europe as well as our highly
selective approach to new Investment in the current environment




During the period NAV per share grew by 11 5% to 311 pence

at 31 March 2013 after taking into account implementation costs
and dividends (n the period representing 5 8 pence and 81 pence
per share respectively in particular, strong growth was seen in the
last three months of the financial year, with NAV per share growing
by 8 7% from 286 pence at 31 December 2012

In summary, these are strong results and show a marked
improvement in performance compared to last year Between

28 June 2012 (the day before the announcement of 31 s future strategy)
and 28 March 2013 (the last trading day of financial year 2013)

31 delivered a total shareholder return of 67% This 1s top quartile
performance compared to the FTSE All-share index, which delivered
an average total shareholder return of 22% over the same period

Strategic objectives and
priorities for FY2014-15

We have made rapid progress in executing the restructuring plan
during financial year 2013 and we expect the full benefits of these
actions to come through during the next phase of our strategic plan

in financial years 2014 and 2015 - Transition and delivery In this next
phase, our overall strategic objectives are

m Cover operating costs with annual cash income

m Grow third-party tncome and generate a sustamnable annual
operating profit frem our fund management activities

s Improve capital allocation strategy, focusing on enhanced
shareholder distributions and re-investment in our core
investment businesses

To achieve these key objectives our priorities and targets
for financial years 2014 and 2015 are set out on page 19

The clear objective of all of these steps Is to improve bustness
performance and maximise value for the Group our shareholders
and our fund investars This 1s the 31 Value Build

QOur business model is evolving Historically, 31 was a private equity
investor with returns dominated by realised gains from investrnent
sales and unrealised portfolio value growth Our new strategy 1s
mowving the business towards being a more balanced combination
of Private Eguity, Infrastructure and Debt Management Together
these three investment platforms provide an attractive balance

of annual Income and caprtal returns In particular, we believe that
the combenation of our asset management skitls across these three
complementary platforms, together with our strong balance sheet
and access to permanent capital represents a differentated and
attractive value propesition for shareholders

While the value of our proprietary investrments 1s the principal driver
of aur market value today we believe that our fund management
platform s capable of generating sustainable and growing annual
profits over the medium term We believe that this model 1s capable
of generating significant additional shareholder value
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Outlook

While econermic conditions continue to be challenging across
anumber of our key markets, we have made significant and rapid
progress in executing the first phase of our turnaround plan and
this 15 already delivering improved performance The actions we
have taken have put 310 a strong pesition to withstand future
economic headwinds and uncertainty and importantly to take
advantage of emerging opportunities Qur strong balance sheet and
access to permanent capital represent a key competitive advantage

With a clear strategy and strong management tearm we look to the
future with confidence as we execute the next phase of our strategic
plan Our cbjective 1s simple 1it1s to drive i/mproved business
performance and generate further shareholder value over the
coming years

It has been a busy and demanding period for everyone at 31 over
the last year wath many changes and new initiatives Much of what
we have accomplished 1s down to ther hard work and commitment
and | would like ta thank all of our employees for their dedication
and endurance through this challenging period for 3i

Simon Borrrows
Chief Executive

—
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Our strategic goal

Clear vision and strategy

3I's strategic goal Is to be a leading international manager of third-party and proprietary capital
with three strong investment businesses delivering top guartile cash investment returns over

the longer term

m Focused mid-market Private Equity,

m Class-leading Infrastructure, and
= Growing Debt Management

Each of these businesses has different drivers and return characteristics.
Together, they provide an attractive balance of iIncome and capital returns.

We believe that the combination of our asset management skills across these three
complementary platforms, together with our strong balance sheet and access to permanent
capital, represents a differentiated and attractive value proposition.

Three strong and complementary business lines

carried interest

s Recurring annual fee
incorme from permanent
capital vehicle

Private Equity Infrastructure Debt Management
llustrative
capital allocation
Image removed Image removed Image removed
Proprietary capital Proprietary capital Proprietary capital
Third-party capital Third-party capital Third-party capital
Key return drivers 1 Portfolio returns 1 Portfolio income 1 Fee income
2 Portfolio income 2 Feeincome 2 Portfolio income
3 Fee income 3 Portfolio returns 3 Portfolio returns
Key characteristics a Pro-cyclical asset class w Counter-cyclical asset class = Low expasure to volatility
and sensitivity to s Realised and unrealised = Income from investment of underlying assets
market cycle capital gains and partfelio w Recurring annual third-party

fee mcorme
m Proprietary capital light

p For more on our business ines please go to pages 28to 43




The 3i Value Build
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The clear objective of all of the steps within our multi~year strategic plan s
to iImprove business performance and maximise value for 3, its shareholders
and its fund investors — we call this the “31 Value Build” and it comprises.

Grow Private Equity
investment portfolio earnings

= Grow NAV

_I_

Realise investments at good
uplifts to book value and

® Optimise value of existing
portfolio and enhance

_|_

management activities

strong cash-on-cash multiples P/NAV rating
Generate a sustainable annual
operating profit from our fund B Add value beyond NAV

_|_

Utilise strong balance sheet
and permanent capital

B |nvest in value-creating
growth opportunities

_|_

Increase shareholder
distributions through our
enhanced distribution policy

m Greater capital efficiency;
focus on shareholder
distributions and attractive
re-investment opportunities

17
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Delivering our strategic goal

Our future strategy

On 29 June 2012, following a strategic review of the business, we announced
the future strategy for 31 and our Immediate priorities for the business

The first step in FY2013 was an extensive organisational change and cost reduction
programme - the year of "Restructuring” We have made significant and rapid
progress with this restructuring plan and we have met or exceeded all of our

targets for the business in FY2013

We believe that these actions have established solid foundations for 3i's future
growth and success, and we expect to see further benefits coming through

in FY2014 and FY2015 - the years of “Transition and delivery”

Key phases of our strategic plan

FY2013

FY2014-15

FY2016+

Restructuring Transition Strategic goal
and delivery
Immediate prionties Key objectives Clear strategic goal

= Reduce operating costs,
create a leaner organisation

® Reduce gross debt and
funding costs materially

m Achieve greater central
control and business focus

a Improve consistency and
discipline in investment
and asset management

m Re-focus and re-shape
the Private Equity business

m Review Group-wide

compensation and define
new arrangements

m Cover operating costs
with annual cash incorne

u Grow third-party mncome and
generate a sustanable annual
operating profit from our fund
management activities

» Improve capital allocation,
focusing on enhanced
shareholder distnbutions and
re-investment in our core
investment businesses

To be a leading international
manager of third-party and
proprietary capital with three
strong investment businesses
delivering top quartile cash
investment returns over the
longer term

m Focused mid-market
Private Equity

u Class-leading Infrastructure
s Growing Debt Management
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Our strategic priorities and progress

Strategic priorities

Progress in FY2013

Priorties for FY2014-15

Create a leaner
1 organisation with
acost base more
closely aligned
with its income

u Net reduction of 168 staff before Debt Management acquistions
ahead of target reduction of more than 140 staff

» Re-shaped international network with closure of six offices
reducing network to 13 offices

» Achteved greater central control and business focus through removal
of organisabional comptexity and bureaucracy

w £51m of run-rate operating cost reduction 28% ahead of £40m target

u New target of £60m of cumulative
run-rate operating cost reduction
by 31 March 2014, 33% increase
from original target of £45m

n Cover operating costs wrth annual
cash income by 31 March 2014
onarun-rate basis

Improve
consistency

w Substantally implternented programme of six asset management
imprevernent INitiatives across Private Equity
- Investment review process

u Grow Private Equity iInvestment
portfolc earnings through
asset management

and discipline - People governance and resourcing improvement initiatives
of investment - Operational capabilities, knowledge management and networks » {ontinue to re-establish investment
- Monitoring and performance tracking track record through improved

processes —~Valuaticn process exit strategy and planning performance and new investrnent
and asset - Systerns upgrade and reporting m Roll-out of upgraded Private
management u Implemented new vintage control policy Equity systemn
approach
Re-focus and a Combined inte single business unit » Continue to manage intensively
re-shape the » Re-focused Private Equity on mid-marketinvesting in our core the existing portfolio and realise

3 northern European markets, North America and Brazil mvestments at values representing
Private Equity good uphfts to book value and strong

s Continued to manage intensively the existing partfolio with total cash-on-cash multiples, thereby

business realisations of E575m representing an uplift to opening value of 49% '

and a money multiple of 21x

optmising the value of the portfolio for 3,
its sharehelders and its fund investors

a Selective Investing in our core
markets using a combination of
proprietary capital and third-party
co-Investment

4 Grow third-party
AUM and income

u Private Equity
- Established framewocrk arrangaments with a number of leading
Investors to invest alongside 31 in Europe
- Completed second Brazilian investment atongside co-investors
u Infrastructure
- European portfolio continued to perform well and generated
a strong level of pertfolio mcome
= Debt Mznagement
- Substantial increase in third-party AUM from £3 3bn to £6 4bn
- Acquisition of Invesco European CLO management contracts
- Strategic transaction with Fraser Sullvan, to establish US debt
management platform
- Launched two US CLOs, raising ¢ US$1bn

» Continue to explore opportunities
to further grow and develop our
three fund management platforms

aGrow annual operating profit
from fund managernent activities
demonstrating additional value
beyond NAY

5 Improve capital
allocation, focusing
on enhanced
shareholder
distributions and
re-investment
in our business

e Announced strengthened distribution policy in May 2012
to give shareholders a direct share of our realisation proceeds

» Achieved gearing of less than 20% and gross debt reducton ahead
of schedule to less than E1bn
- 44% reduction in gross debt fram £1 6bn to E09bn by 30 Aprd 2013
{31 March 2013 £11bn}
m Reviewed Group-wide compensation arrangements Establshed new
principles and designed new arrangernents

n Imtiate additrtonal shareholder
distributions abeve the arnual
base dividend i respect of FY2014

w Reduce gross interest payable to
less than £60m excluding costs
of early debt repayment

u Implement new cormpensation
arrangements across the Group
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Business review

€6 \\e continue to make progress in restructuring
the business and balance sheet. yy

Image removed

Julia Wilson
Finance Director

Group overview

31 Group 1s an international Investor with
three complementary business lines

All three business lines Invest using

a combination of proprietary capital from
the Group's own balance sheet and
third-party capital Total assets under
management ("AUM") were £129 billion at
31 March 2013, an increase of £2 4 billion
or 23% in the year (2012 £105 billion)
This business review provides detail

on our performance for the 12 months
to 31 March 2013 {"the period"} as well
as our financial position as at that date,
together with comment on our markets
and principal risk factors

The Group s performance for the pertod resulted in a total return

of £373 million or a profit on opening shareholders funds of 14 2%

a significant improvernent on the prior year {2012 £{656) million
{195)%) Portfolio performance was good in the year with improved
earnings growth and strong realisations above March 2012 valuations
generating a gross portfolio return of £546 milkon or 170% of opening
portfolio value (2012 £{329) millon {8 2)%) Operating expenses and
net interest costs were at similar levels to the prior year but include
£55 milkon of charges and items (E30 mitlion re-organisation
implementation and £25 million of accelerated interest} inked to the
implementation of the strategic priorities announced in June 2012

We end the year with a substantially lower ¢cost base, with an annuat
run-rate of £140 miltion, iIncluding the annualised costs of acquired
businesses compared with £185 rmullion at 31 March 2012 the benefit
of which will be seenin the next financial year

Two acquisittons were completed in the period The acguisition

of Invesco s European CLO management contracts in August 2012
added £11 billion of AUM The transaction with Fraser Sultivan

in Septernber 2012 established 31s Debt Management platform

in the US and added £2 0 billion of AUM by the year end

Realisations were achieved at good uplifts to the March 2012 value,
generating proceeds of £606 mulion an uplft of 47% over opening
book value

Investment levels were low tin subdued mergers and acquisitions
("M&A"Y markets, with cash investment of only £172 mitlion

(2012 £464 million} primanily 10 our Private Equity and Debt
Management businesses

We used net realisations in the period to reduce gross debt to

£11 bituon at 31 March 2013 (2012 £16 billion} and since the year
end, have repaid a further £164 million Consequently at 30 April 2013
gross debt was £917 million a reduction of £706 million and
significantly ahead of our target to reduce gross debt to below

£10 bilbion by June 2013 The one-off costs associated with this total
reduction in gross debt offset the interest cost savings in the period
We therefore expect a material reduction in gross interest costs

in the next financial year to below £60 million excluding the costs of
any further early debt repayment (2013 £%7 milion) Net debt also
reduced in the year to £335 million wath a consequent reduction in
gearing to 11% at 31 March 2013 (2012 £464 million, 18%)

In June 2012, we set an objective to improve the operating cash flow
of the Group so that fees and portfelio Income cover costs over time
As a result of the growth in Debt Management and the Group
restructuring programme the position has improved with operating
cash losses of £(8) million in the year {2012 £(20) million) We have
added this disclosure into the Financial review on page 48 We expect
this to improve further in the next financial year as we benefit from

a full year of income from Fraser Sullivan and the Invesco fund
management contracts and the full year effect of our cost reduction
programme Consequently, we have now set a target for cash income
to cover eperating expenses by 31 March 2014 on a run-rate basis

The performance set out above resulted in an NAV per share of
311 pence (2012 279 pence) after taking into account a 5 8 pence
reduction for implementation costs and the payment of 81 pence
in dividends per share relating to last year s final dvidend and this
year s interim dividend




Financial data and key performance indicators
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The table below summarises our financial results and our key performance indicators The rest of this section of the repart includes more detail

on the performance In the year

Year to/as at Year to/as at

31 March 2013 31 March 2012
Returns
Gross portfolio return £546m £(329)m
Gross portfolio return on epening portfolio value 170% (82)%
Net portfolio return £432m £(425m
Net portfolio return on opening portfolio value 135% (106)%
Total return £373m £{656)m
Total return on opening shareholders funds 14 2% (19 5)%
Dividend per ardinary share 81p 81p
Actual operating expenses £170m £180m
Run-rate operating expenses £140m £185m
Operating expenses as a percentage of assets under management' 13% 16%
Annual operating cash profit/{loss) £(8lm £(20)m
Assets under management ("AUM”}
Proprietary capital £3.694m £4173m
Third-party capital £9.176m £6,320m
Total assets under management £12,870m £10493m
Balance sheet
31 portfolto value £3.295m £3,204m
Gross debt £1,081m £1623m
Net debt £335m £464m
Gross interest payable £97m £103m
Net interest payable £91m £91m
Gearing 11 4% 17 7%
Liquidity £1.082m £1,653m
Net asset value £2934m £2,627m
Diluted net asset value per ordinary share 311p 279p
Investment activity
Cash investrment £172m £4b4m
Realisations £606m £771m

1 Actual operating expenses excluding irnplernentation costs of £30 million in the year to 31 March 2013 as a percentage of closing assets under management
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Market environment

Macroeconomic conditions

The macroeconomic envtronment in Europe remained challenging
In the period, restricong the abtlity of certain Eurozone countries

to return to growth while balancing austenity measures Financial
markets and M&A activity particularly in Europe, reflected this in
contrast to a recovery In activity in the US, Asia and Latin America
Global M&A activity iIn 2012 was up 5% year-on-year while European
volumne fell 3% {source Capital IQ) The final quarter of 2012 was
stronger with global growth of 12% and growth of 7% in Europe
compared to the third quarter However notwithstanding the increase
the final quarter of 2012 in Europe was still 4% below the same
period in 2011

Stock markets in our core markets of the UK £urope and the US
staged a strong rally since late 2012 with the FTSE 300, Eurostoxx50
and S&P up 1% &% and 9% respectively between 1 November 2012
and 31 March 2013 Currency markets experienced high volatility in
the second half of the financial year with 3 4% weakening of sterling
against both the euro and US dollar

Investment and
fundraising conditions

Private Equity

European private equity activity followed a similar pattern to wider
ME&A activity Annual figures reported by the unquote Private Equity
Barometer, showed deal volumes were down 14% in 2012 compared
to 2011, with value down 21% However, the private equity market saw
an increase in activity in the finat quarter, with deal volumes up 21%
and value up 82% quarter-on-guarter In particular the increase

in larger transactions reflects a gradual recovery in the health

of the debt markets

Notwithstanding the increase in activity in the final quarter, deal flow
remains at an historicatly low level and we expect 2013 to be another
year of slow improvement as market conditions gradually recover

The US and Latin American markets have seen a different trend
The US in particular, regained momentum through 2012 Company
trading, debt availability and therefore market conditions for
investment have been improving and a key trend of the year was
positive tJS bank support for transaction actvity involving companies
with exposure to North America 31 benefited from thss improved
sentiment with the sale of Canada based Mold-Masters in the year
and the IPQ of US based Quintiles, shortly after the perod end
Brazil also recovered well from a low in 2017, with a conducive M&A
envirenment offsetting macro and currency concerns Transaction
activity was strong with deal value up 78% in 2012, according to the
Emerging Markets Private Equity Association

Private equity activity in Asia fell 38% in the year as macroeconomic
concerns, political uncertainty and regulatory obstacles made
investors question investing in the region

Global private equity fundraising remained stable in 2012, although
at much lower lavels than pre-crisis and many firms have scaled
back ambitious fund targets There continues to be considerable
competition for capital globally in May 2013 according to Preqin
264 buyout funds are collectively targeting US$234 allion in
commitrments giving private equity investors the opportunity

to be highly selective when making allocations

Graph removed




Private equity remains an attractive asset class, but there ts a broader
range of alternatives over which investors are able to allocate therr
capital Whilst there is a suggestron that some lirmited partners witl
increase their allocations to private equity 1n 2013 and 2014, the trends
towards reducing the number of managers with whom they invest will
ensure that the fund-raising market will remain highly competitive

in the near to medium term

Infrastructure

Infrastructure as an asset class s becoming increasingly attractive

In a persistently low interest rate environment as investors seek
opportunities that can deliver a stabte income This has resulted

in strong demand for infrastructure assets not cnly from specialist
infrastructure investors but also from direct investors such as large
pension funds or sovereign wealth funds Transaction activity in the
infrastructure market however has remained muted and as demand
for infrastructure assets has continued to Increase, price points have
risen, reducing projected returns

We continue to see good investment opportunities in core
infrastructure as corporates and financial institutions sell non-core
assets to refocus on their core businesses or to comply with capital
adequacy regulations

We also believe that the PPP market ts likely to provide interesting
opportunities in the future Investment in socral and energy
infrastructure 1S a core strategy of Europe-wide government agendas
to stimulate economic growth and private sector funding 1s key to

the success of those ambitions Over ime we expect resource-
constrained governments throughout Eurcpe to privatise or open

up essential infrastructure markets through PPP-style transactions

Infrastructure transaciton valumes in India have reduced, as a result
of lower GDP growth rates a growing fiscal deficit currency volatility
and persistently highinflation The 3i1India Infrastructure Fund
reached the end of its investment period in November 2012 and
aganst challenging economic conditions, we have suspended

any new fundraising in this market at present
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Debt Management

As with M&A actvity and private equity there was a marked
difference between debt management market conditions in the US
and Europe New Collateralised Loan Obligations { CLO") 1ssuance
to suppert a resurgence In private equity activity has been strong
n the US and the market gained momentum throughout the year
There were 116 CLOs launched in the US in 2012, raising

US$53 5 bition an increase of over four times on the US$12 2 billion
raised in 2011 Indeed the final quarter of 2012 alone saw

US%$23 5 hilion raised and this momentum has continued into 2013,
with 52 new CLOs 1ssued raising US$26 3 bilion An interesting trend
1s the increasing size of 1ssuance through the year, with first guarter
2013 CLOs averaging above US$500 million in size compared with
US$433 million s the thard quarter of 2012

New leveraged loan issuance in Europe in 2012 was €28 5 billion,
down 34% from the 2011 total, with ongoing macro uncertainties and
a lack of primary loan 1ssuance restricting activity The focus far the
market in Europe was on larger players looking to increase market
share through the acquisition of management contracts and teams
and diversifying into smaller, more flexible debt funds focused

on secondary trading high yield bonds and secondary senior debt
markets Increased private equity deal flow in the final quarter of 2012
and slow recovery in the health of the debt markets across Europe 1s
expected toimprove the market dynamics for CLO1ssuance in 2013
Indeed the first quarter of 2013 saw a small handful of CLO launches
providing evidence of prospects for a nascent recovery in this core
market after four years of no CLO 1ssuance

Graph removed
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Assets under management

Total AUM grew by £2 377 rrullion to £12 870 multion in the period This growth was partally offset by net divestment activity in

This reflected significant growth in Debt Management AUM following Private Equity There was also a reduction in AUM as a result

the Invesco and Fraser Sullivan transactions and the subsegquent of the investment periods for the India Infrastructure Fund and
successful raisings of the Jamestown | and Jamestown | CLOs in the Growth Capital Fund coming to an end when fees are charged
the US Debt Management AUM was £6,440 millon at 31 March 2013 on invested rather than committed capital and the calculation of

up 92% in the penod from £3,358 million at 31 March 2012

our AUM reflects this change

The table below summarises the key mavements in the penod
Fund by fund Listings are shown in the relevant business line sections
of this business review

Table 1 Reconciliation of movements in assets under management by business Lne

Private Equity Infrastructure Debt Management Total
£m fm fm £m
AUM at 31 March 2012 5401 1,734 3,358 10493
of which proprietary capital 3578 547 48 4173
of which third-party capital 1823 1187 3310 6320
Investment (cost) 390 19 23 432
Divestment/Distributions (cost) (503) (1 {50) (554)
3iinfrastructure plc NAV movement - 32 - 32
Change from committed to invested capital basis (421) (181} - (602)
Acquisitions - - 2471 247
New funds raised - - 626 626
Foretgn exchange movernents and other {18 (24) 12 (28}
AUM at 31 March 2013 4,851 1,579 6,440 12,870
of which proprietary capital 3145 481 68 34694
of which third-party capital 1,706 1,098 6372 9174

Image removed
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Investment and realisations

Table 2 Investment activity - propnietary capital and third-party
capital year to 31 March

Proprietary capital Third-party capital

2013 2012 2013 2012
Em Em £m Em
Realisations 506 M 184 470
Cash investment 172) {464) (92) (498)
Net cash divestment/
{investment) 434 307 94 (26)
Non-cash investment (98) (182} (72) (78)
Net divestment/
{investment) 336 125 22 {104}

Realisations in the year generated cash proceeds of £606 million (2012

£771 million), offset by cash investrment of £172 million (2012 £464 miltion),

resulting In net cashinflow of £434 milion (2012 £307 million) A further
£98 mllion of investment was in non-cash form (2012 £182 million) and
total nvestment was £270 million (2012 £646 milton} Further detail an
investment and realisations by business ling and type 1s included In
Tables 4, 5 and 4, and by investment i Tables 3 and 7

Investment

The reduced level of M&A activity in the Group s markets

led to a lower ‘evel of iInvestment activity in the year of £270 million
{2012 £4646 million} Total cash investment in the year was only
£172 million (2012 £464 million)

Private Equity invested a total of £234 million in the year (2012

£540 million) This included E100 miltion in three new investments Geka
{£57 mullion}, a German cosmetic packaging business Blue Interactive
{£29 million), the Brazilian cable television service provider, and Oticas
Carol {£14 million), a Braziltan eyewear retailer The Private Equity
business also provided £2 millon of acquesition finance to existing
portfolio companies to support their growth plans (2012 £12 millien} and
£13 million to support restructunngs (2012 £9 mitbon) Other non-cash
investment includes capitabised interest of £113 million recognised

In the loan portfolio (2012 £463 million) This included £7 million (2012
£8 million) of interest which was recogrised in the prior year and now
capitalised and £75 miltion (2012 £87 mullion) of interest provided
against as a result of the principal loan vatue being below par

The reduction in value of Geka relatve to cost reflects early
operational 1ssues expenienced i the turnaround of this investment
Performance improved markedly in the first quarter of 2013 follewing
the implementation of 31 s investment plan and a change in CEQ

Infrastructure invested £5 millon in one new Investment Supreme
Roads in India, in the year {2012 £70 million}

Debt Management invested £31 million in the year tn a number of new
intiatives {2012 £36 millien) This included, 1n Europe, the purchase

of European CLO contracts from invesce for £5 milion and net new
investment of £8 million in Palace Street |, the European Credsit
Opportunities Fund In the US, we invested £6 million in each of the
Jamestown | and Jamestown || CLOs and a further £6 million into

the 31 US Serior Loan Fund

Table 4 Investment by business Une for the year to 31 March

2013 2012
£m Em
Private Equity 234 540
of which nen-cash 113 163
Infrastructure 5 70
of which non-cash - -
Debt Management Nn 36
of which non-cash {15)" 19
Total gross investment 270 646
1 includes net investment in Palace Street |
Table 5 Investment type for the year to 31 March
2013 2012
£m Em
New/first investment 128 374
Acguisihion finance 2 12
Other portfolio Investment’ 35 17
Other 7 51
Total cash investment 172 464
Non-cash investment? 98 182
Total gross investment 270 b4é

1 Includes net investment it Palace Street | and syndicated investments in
Private Equity
2 Includes capitalised interest and unsettled trades (n Palace Street!

Table 3 New investment in the year to 31 March 2013

Value at

3 31 March

investment 2013

Investment Business line Country Sector Date Em £m
Geka Private Equity Germany Industrials & Energy April 2012 57 39
Blue Interactive Private Equity Brazil T™MT July 2012 29 29
Qucas Carol Private Equity Brazil Consurmer March 2013 14 14
31US Senior Loan Fund LP Debt Management us Financial services October 2012 b [
Jamestown | Debt Management us Financial services Novermnber 2012 6 [
Jamestown Il Debt Management us Financial services February 2013 3 ?
Supreme Roads Infrastructure India Infrastructure June 2012 5 [}
Invesco Funds Debt Management UK Financial seraices August 2012 5 [}
Total 128 13
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investment and realisations

Realisations

The Group recerved cash proceeds from realisations of £606 million
in the year to 31 March 2013 (2012 £771 million} These realisations
were achieved at a strong average uplift over opening pertfolio value
of 47% (2012 3%)

Sales to strategic trade buyers were the primary exit routes,
with strong company balance sheets facilitating this activity

Private Equity generated proceeds of £575 millien (2012 £770 million)
at a 49% uplifi over opening portfolio value (2012 3%) Notable exits
included the sale of Mold-Masters, which generated proceeds of

£222 million and an uplift over opening pertfolio value of 93%, the sale
of our remaining quoted halding in NORMA for £106 million and a

4% uplift on opening portfolic value, and the sale of EUSA Pharma,

a transatlantic healthcare business, which generated proceeds

of £72 mitlien and an uplift of 157% over apening portfolio vaiue

The realisations from the Private Equity portfolio generated

a money multipte of 2 1x

Infrastructure realisations generated proceeds of £31 million,
which primarily reflected the sale of a direct stake in Elenia, the
Finnish etectricity distribution and heating business, for £30 millien
31 had taken a position in Elenia prior to syndication to facilitate
3iInfrastructure plc s investment A small profit of £1 million was
achieved on this exit

The Debt Management business s focused on creating value
through earning fees frorm the provision of fund management
services, so Its performance 1s not driven by the realisation of the
Groups portfolio investments in the business ine However realised
profits of £5 million from trading activities within Palace Street |

the European Credit Opportunities Fund were achieved in the year

Further details of the realisations in the year are included in Table 7

Table &6 Realisations by type for the year to 31 March

2013 2012

£m £m

Trade sales 362 291
Secondaries 54 349
LLoan repayment 6 18
Quoted asset sales 17 76
Other 67 37
Total 606 77
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Table 7 Realisations in the year to 31 March 2013

31 March Uphit on Money
Calendar 2012 3irealised Profit/lloss) opening multiple
year value proceeds in the year' value? over
Invesiment Country invested Em Em £m % cost? RR
Private Equity
Mold-Masters Canada 2007 115 222 107 93% 27x 22%
NORMA Germany 2006 103 106 6 5% 5 8x 39%
EUSA Pharma UK 2007 28 72 43 157% 23x 18%
HILITE® Germany 2011 42 42 - - 1 éx 36%
Mayborn* UK 2007 32 32 - - 29 19%
Esmalglass Spain 2002 21 23 4 21% 14x 4%
Giraffe UK 2007 & 15 9 150% 1 5x 7%
MWMS Germany 2007 - 13 13 100% 31x 31%
Monitise {incl Morse) UK 1995 12 " {1} (8% 49x 84%
Halti Finland 2005 ) 5 m 17)% 1 4x 4%
VNU/Vouvray Benelux 2007 4 4 - - 01x (38)%
MDY Healthcare* UK 2006 3 3 i 50% 04x (6)%
The Japan Fund Singapore 2005 - 3 3 100% 07x (8)%
ABX3 Benelux 2006 - 2 2 100% 5 9x 139%
Instone Nordic 2003 - 1 i 100% 31x 40%
Other investments®  n/a n/a 13 21 3 17% 02x n/a
385 575 190 49% 21x n/a
Infrastructure
Elenia Finland 2012 29 30 1 3% 10x 5%
Other nfa ni/a 2 1 (1) {(50)% a7x n/a
31 K} - - 10x nfa
Debt Management
Palace Street | Europe 2011 nfa - 5 n/a n/a n/a
n/a - 5 n/a n/a n/a
Total 416 806 195 47% nfa nfa

1 Prohit/(loss) for the year includes the impact of foreign exchange movements from 31 March 2012 to the date of the sale

2 Cash proceeds in the period over opening value

3 Cash proceeds (incluging incomne} aver cash invested

4 For partial divestments and recapitalisattons valuations of any remaining investment are included in the money multipte over cost calculation
5 Deferred consigeration

6 Othernvesiments in Private Equity include the realisation of investments with a cost of £186 mithion

MIIAD) SSIVISNY



31 Group ple Annual repert and accounts 2013

Business lines Private Equity

1 Strong returns performance, delivered

through continued focus on the portfolio
and selective realisations, positions us well
for further new Investments. gy

Image removed Image removed

Alan Giddins Menno Antal

Managing Partner Private Equity Co-head  Managing Partner Private Equity Co-head

Introduction

3ts Private Equity business operates across Europe, North America,
Brazil and Asia At 31 March 2013, the Private Equity portfolio
consisted of 102 companies with eperations in over 70 countries
Assets under management at 31 March 2013 were £4 9 billion (2012
£5 4 billion} The value of 315 proprietary capital invested in the Private
Equity portfolio at 31 March 2013 was £31 billion (2012 £3 6 bill:on}

The anncuncement of 31 s new strategy in June 2012 re-focused the

business on the regions where 31 has the most competitive advantage,

with the consequent closure of five Investing offices and the scaling
back of resources to focus on portfelio management in a further four
offices The six key asset management initiatives also announced in
June last year have now been substantially implemented

We have a team of 74 investment professionals The team 1s focused
on making new investments n northern Europe North America

and Brazil while actively managing our existing portfolto of assets
The team in Europe also manages 25 legacy investments all of which
are rmunority investments previously disclosed as non-core with

a total value of £75 milion at 31 March 2013

Having reached the end of the investment period for the 31 Growth
Capital Fund in December 2012 and for Eurofund ¥ in Novernber 2011,
31 has established arrangements with a number of market leading
investors toinvest alongside 3t on future transactions in return

for management and other fees and carried interest

Business model

3is Private Equity business s focused on investing in mid-market
private equity transactions

The strategy I1s buitt around the following components

= identfying and investing annually in five to seven leading mid-
market businesses in northern Eurcpe North America and Brazil

w utiising 31s local knowledge and investment disciplines to select
attractive assets purchase them at the right price and then finance
them appropriately

» building these businesses through organic growth international
expanston and acquisitions, as well as eptimising their operations
In partnership with top ¢lass managament teams,

» maximising value through timely and well-executed exit
strategies, and

m generating management fees and carried interest frorm managed
third-party capital invested alongside Ji1s proprietary capital

The main driver of performance 1s investment returns, supplemented
by management fees and carried interest on third-party capital

During the year the team reviewed a range of opportunities across
each of our core geographies From these, twonvestments were
completed in Brazil and one in Germany The team completed 24 full
exits, as well as a number of partizl returns of capital, generating
proceeds of £575 milkion at uplifts of 49% over opening value
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Mold-Masters

fn February 2013, 3i realised
£222 mullon through the sale

of Mold-Masters, a leading
manufacturer of melt delivery
and control systems for the plastics
industry The proceeds from the
sale represent a 93% uplift over
the March 2012 opening value

of £115 milion and a 2 7x money
multiple on 3r's nitial investrnent
n October 2007

More at www Jicom

Carefully planned exit

During the sumimer of 2012 working closely
with the company and its management
team 3i developed a detailed exit plan for
Mold-Masters An auction process was
initiated in tate 2012 which led to interest
from a wide range of private equity and
strategic buyers Management
presentations were arranged with nine
potentral acquirers in January 2013 and
after careful planning, a second round was
taunched Eight bids were received in the
second round seven above the onginal
mid-point of offers and in February 2013

Ji entered into a definitive agreement to seill
Mold-Masters to Milacron, a leading plastics
processing solutions provider, for

CAD3$975 mithon

Significant value creatron

3 supported the company In substantially
growing market share and turnover
between 2009 and 2012 Turnover grew
from CAD%168 million to CAD$271 mullion
representing a CAGR of 17%, reinforcing the
companys positicn as a global leader in its
sector Leveraging 315 extensive active
partnership approach enabled the company
to accelerate its organic growth in Asia,
Europe and South Amernica The company
made a number of add-on acquisitions to
expand its geographical reach and product

offering and 31 supported it through a range
of performance enhancements including
impraving its sales force effectiveness,
optimising 1ts global manufacturing
footprint new product introductions,
upgrading financial management and
controls, and de-leveraging in 2009,

leading to significant value creation

during the period of 31s investment

Posttioned for growth

Headguartered in Georgetown Canada
Mold-Masters designs and manufactures
the plastic industry s most advanced hot
runner systems, temperature controllers
and auxibary equipment Since 1943,
Mold-Masters has invested heavily In
research and development With over

900 granted and pending patents,
Mold-Masters has created many technology
breakthroughs and enabled countless new
ways of molding parts with hot-runners
From its manufacturing faciltties in Canada,
China Germany, India and the UK,
Mold-Masters serves a diverse and global
customer base across high growth end
markets Theseinclude consumer
electronics, medical devices, personal care
consumer products, telecommunications
packaging and automotive The cempany
15 an attractive business, well postioned
for continued growth as part of Milacron

Image removed
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Business lines ~ Private Equity

Performance for the year

Table 8 Returns from Private Equity

2013 2012
For the year to 31 March Em £m
Realised profits over value on the disposal
of investments 190 22
Unrealised profits/(losses) on the revaluation
of investments 250 (488)
Portfolio incorme 78 125
Gross porifolio return 518 {341}
Gross portfolio return % 197% (7 7%
Fees receivable from external funds 19 32
Net carried interest {7) -
QOperating expenses (114) {132)
Net portfolio return 416 (441)
Net portfolio return % 158% (125)%

Gross portfolio return

Gross portfolio return was strong at £518 mulkion or 197% on
opening porifolio value {2012 E(347) mullion (97)%) The portfolios
in northern Eyrope North America and Brazil generated

£543 mullon profit 25 7% on opening portfolio value (2012

£(78) million, (2 94%) The Asia portfolio experienced a more
challenging year, with a return of £(29) million or (8 2% on opening
portfolio value {2012 £{74) million {16 8%} In India n particular
the portfolio faced the comiined chaltenges of a slowing macro-
economy and currency devaluation

Overall the portfolio experienced good value growth of £250 million
(2012 £(488) million), supported by robust earnings growth Strong
realisatrons, at good uplifts to the March 2012 valuations added
£190 miltion to returns {2012 £22 mdlion)

Income from the portfotio fell in the year to £78 million

(2012 £125 million) as a result of net divestment of the portfolio
are-negobiation of terms on specific investments and a small
number of loans particularly in Spain and France where interest
is currently being provided against

Net portfolio return
After deducting operating expenses and net carry payable and
including fee ncome from third-party capital managed, the net

portfolio return was £416 million or 15 8% on opening portfolio value
{2012 £{a41) million, {12 5}%)

Fee income reduced in the period to £19 mullion (2012 £32 rmullion)
as the Growth Capital Fund ended its investment period and

started charging fees on invested rather than committed capial
The reduction also reflects the full year impact of Eurofund V ending
its investment period tn November 2011, after which fees were also
reduced to a lower rate and receved on invested capital

Following the announcement of a sigrificant restructuring in Jung
2012, operating expenses have been materally reduced and totalled
£114 rmullion including one-off implementation costs of £23 million
relating to the restructuring The benefit of this lower cost base

15 expected to be seen in the next financial year

Operating expenses as a percentage of AUM, excluding
implementation costs fellto 19% from 2 4% in the tast financial year

Portfalio valuations

Unrealised value growth was good at £250 mullion {2012 £{488) mullion)
with the performance of the portfolio being the primary driver Robust
earnings growth and a consequent reduction in net debt were further
supparted by an increase in the multiples used to value the portfolio

The majoriy of the portfolio {77% by value} grew earnings in the
year and on a value weighted basis earnings grew by 10% {2012 9%}
The larger investments continue to perform strongly Chart 5 below
shows earnings growth rates across the portfolio

Image removed

Although performance overall was good there were a small number
of Investrments, particularly in Asia and France, where earnings
growth was disappointing against worsening economic conditions

in these regions and values reduced Forecast earmings, used

when the forecast EBITDA outlook 15 lower than the last 12 months
data were used in 11 investments 22% of the portfolio by number
(2012 5 8%} and 11% by value (2012 2%)

in the case of one company Action, which 1s experiencing significant
growth due to its store roll-out programme, a run-rate adjustment
was made to its earnings to reflect the profitatulity of opened stores
for valuation purposes

The net debt position of the portfolio further improved in the penod,
with the average ratio of net debt to EBITDA, for those assets valued
on an earnings basis, reducing to 3 2x at 31 March 2013 (2012 3 4x)
Refinancings within the portfolio during the year also extended the
maturity of portfolio debt, with 78% of the debt repayable 1n 2015

or later (2012 68%) Chart & shows the ratio of net debt tc EBITDA
weighted by portfolio value

Image removed




The combination of earnings growth and net debt reduction

{ performance ) led te a value (increase of £141 million Foltowing the
stock market nses seen since late 2012, the multiples used to value
the portfolio Increased by 7% n the year The average EBITDA multiple
used to value the Private Equity portfolio on an earnings basis was

8 8x before marketability discount (2012 8 2x) and 79x after
marketability discount (2012 75x) This transtated into a positive
movement in the peried of £37 million (2012 £(267) million}

These multiples remain below those seen in relevant sector and
geographic public markets Table 9 details the EBITDA multiples
used to value the portfolio and the FTSE 250 index

Table 9 EBITDA multiples for the year to 31 March

Movemenits

203 2012 in the year

FTSE 250 1M1 1x 9 6x 1%
31 pre-discount 8 8x 82x 7%
31 post-discount 79x 75x 5%

The multiple increase i1s lower than the increase in broader market
indices as, in a small number of cases multiples used for valuations
have been linked {o a cross-cycle leve!l or adjusted to reflect
challenges in particular markets or to reflect the small size of

the portfolio business relative to comparabte quoted companies

Assets under management

As all the funds n Table 10 are now past the investment
perniod AUM is calculated using the remaiming cost of the
underlying investments

AUM reduced to £4 851 million at 31 Mareh 2013 {2012 £5,401 mutlion)
as a result of the Growth Capital Fund switching from a commuitted
capital basis to remaining cost and the net divestment of the portfolio
offset by the weakening of sterling against the euro

During the year, 31 established framework arrangements with
a number of {eading investers to invest alongside 31 future
transactions in return for management and other fees and
carried interest

31Group plc Annual repert and accounts 2013

Priorities for the year ahead

The key focus of the team 1s te continue to manage intensively the
existing portfolic by smplementing clear value-buillding strategies and
realssing (nvestments well through carefuily planned and executed
exit strategies

We will continue to make new investments selectively in the focus
markets of northern Eurcpe, North America and Brazil to further build
our track records in these regions

We will work with co-invest partners on new investments to buid
those relabionships and further expand the group of investors we will
work with

Table 10 Assets under management

Remaining 31 Gross money

Original Onignal 31 commitment % invested at multiple* at
Close date fundsize  commitrnent  at March 2013 March 2013 March 2013 AUM

Private Equity

31 Eurofund 1l July 1999 £1990m £995m £90m 1% 21x €11m
3 Eurofund IV June 2004 €3067m €1.941m £78m 6% 23x €406m
31 Eurofund V Nov 2006 £5,000m €2,780m £389m B6% 09« €3700m
3t Growth Capital Fund March 2010 €1,192m €800m €376m 53% 10x €4655m
Other various varigus vareus nfa nfa nfa £972m
Total Private Equity AUM €4,85Tm

1 Gross money multiple 1s the cash returned to the fund plus value as at 31 March 2013 as a muitiple of cash invested

3
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Business lines - Private Equity

Oticas Carol

3i led a consortium with Neuberger
Berman and Siguler Guff to invest
R$108 million (£35 mullion) to
support the acquisiion of Oticas
Carol in March 2013 31 invested
R$43 million (£14 mitlion) directly
inits second Brazilian investment
since establishing the tearmin 2011

More at www 31 com

Quicas Carol has built a successful business
model that has grown rapidly and 15 well
positioned in an attractive market

Successful business model

The company was established in 1997 and
15 the second largest eyewear retailer in
Brazil, selling a broad range of prescription
glasses, sunglasses and related eyewear
accessories The company operates a
franchising model that has successfully
attracted optical retailers thanks to the
strength of its brand its strong relationships
with suppliers and its dedicated laboratory
offering, which provides accessto an
exclusive range of high quality, own-

label lenses

The strength of this model has resulted 1n
the company operating 490 stores across
1% of the 26 states in Brazil, including Rio de
Janeiro and Sdo Paulo The investment will

support the company management

team s plan to extend 1ts store network
throughout Brazil with 21 working closely
with management as an active partrer,
providing retail sector expertise and
international best practice in strategy,
operations and gavernance

Attractive market

The eyewear market in Brazil is highly
fragmented and grew at a 15% CAGR
between 2006 and 2012 The markets
expected to continue to expand significantly
above GDP in the coming years due

to strong domestic demand fuelled by
increasing levels of income per capita, low
unemployment, an ageing population, more
pecple wearing prescription glasses and
the increased use of eyewear as a fashion
statement This represents an excellent
opportunity for the company to continue

its growth supported by 31

Image removed
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Long-term performance

The long-term performance of the Private Equity business buyout and growth capital investments are shown tn Tables 11 and 12 The 2012
Buyout perfarmance, at this early stage, has been very strong, with an IRR of 43%, reflecting excellent earnings growth in the majenity of these
nvestments The 2012 Growth Capital nvestments have not performed as welt mainly reflecting the higher exposure to more challenging
economic markets compared to Buyout investments made in the same period

The 2008 to 2011 vintages continue to Improve as we manage these investments to maximise value for shareholders and fund investars

Tabte 11 Long-term performance - Private Equity Buyouts

New (nvestments made in Cash Return Value IRR to IRR to
financial years to 31 March investment flow remaining 31 March 31 March
vintage year Em Em Em 2013 mz2
2013 57 - 39 n/a' n/a
2012 269 46 420 43% nfa
201 271 - 322 8% 5%
2010 - - - - -
2009 328 & 306 (0% (131%
2008 715 348 253 (4)% (71%
2007 563 516 182 7% 9%
2006 437 1176 - 48% 48%
2005 326 1047 47 62% 63%
2004 295 707 - 35% 35%

1 The 2013 vintage IRR 1s not meaningful as the assets in the vintage are less than 12 months old

Table 12 Long-term performance — Private Equity Growth Capital

New investments made in Cash Return Value IRR ta IRR to
financial years to 31 March investment flow remaining 31 March 31 March
vintage year £m £m £m 2013 2042
2013 43 - 43 n/a' n/a
2012 70 - 66 (3)% n/a
201 2t - 27 14% 20%
2010 4é - 27 (19% (52)%
2009 211 49 80 (13)% (161%
2008 1,004 720 444 3% (1)%
2007 553 255 257 (2)% (1)%
2006 445 629 54 22% 23%
2005 171 314 - 26% 25%
2004 289 530 - 26% 26%

1 The 2013 wintage IRR 15 not meaningful as the assets in the vintage are less than 12 months old

33
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Business lines — Private Equity

Portfolio

The Private Equity portfolio 1s concentrated inour focus regions

with B1% of the Private Equity portfolio by value in northern Europe
North America and Brazil We continued to build our presence in Brazil
In the year where we now hold two investments The Groups direct
exposure by sector remamns well diversified with no one sector
accounting for more than a third of the portfolio

As shown in Chart @ the direct value of the portfolio in the 2007 to
2009 wintages 1s still high and accounts for over haif the Private Equity
portfolio This section of the portfolio 1s being managed to maximise
returns and has shown an improvement in performance in the year
with @ number of investments entening exit processes

Graph removed

Graph removed

Graph removed

Note
The number of pertfolio companies (s shown inside the segments of the abave
pie tharts
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Business lines Infrastructure

€6 The portfolio In Europe continues to perform well,
providing a solid platform for future development. L}

Image removed

Cressida Hogg
Managing Partner Infrastructure

Introduction

The Infrastructure business line currently
operates in Eurcpe and Indig, investing
proprietary and third-party capital

The business managed or advised assets
of £1 6 billion at 31 March 2013, primarily
through 3i Infrastructure plc ("3IN") a listed
Investment company, with net assets

of £11 billon and a market capitalisation
of £12 billion at that date and the 3iIndia
Infrastructure Fund (the “India Fund”),

a imited partner fund 3/'s infrastructure
investments were valued at £507 million
at 31 March 2013 (2012 £528 mullion)

The Infrastructure business has a team of 18 investment
professionals based in London Mumbai and Delhi and 1s invested
in seven businesses In Europe and seven In 'ndia, mostly through
the funds it manzages or advises The India Fund reached the end
of its investment period in November 2012 In kight of the impact
of volatite macroeconomic and market conditions on the Fund s
performance, the Group does not, at present, intend to raise

a successor fund in this market

315 stated strategic intention 1s to increase third-party fee

income through growth in assets under management Growth in
Infrastructure AUM will focus on Europe where we have a market-
leading track record

Business model

Jis Infrastructure business invests in core infrastructure companies
and sooial infrastructure projects in Europe with a particular focus
on the UK and northern Europe, and manages the existing portfolios
in Europe and India

The strategy 1s built around the followsng components

= investing in core and social nfrastructure in the developed world
and in particular i northern Europe

= driving value and yield from its European investments by improving
their operational performance over time, working with portfolio
compantes to implement strategies that deliver value over the
long term,

a maximising value In the existing portfolio of road, power and port
investrments in India working with the local promoters to maximise
value in the realisation phase, and

® generating fee income by raising third-party capital to grow assets
under management in Europe

Mature infrastructure businesses tend to generate returns through
income and an element of capital growth They typically have a strong
market position underpinning revenues a degree of inflation linkage
they are capital intensive and tend to have lower volatility across
economic cycles

Returns for 3t from the Infrastructure business line are generated
from dividend income arnd capital growth fromits holding tn 3iN
capttal returns from its investment in the India Fund and advisory,
management and performance fees from managing and advising
third-party capital

3is primary investing vehicle in Europe, 3N, has permanent capital
and can hold investrents over the long term Its objective, updated

in May 2013, 1s to generate a total return of 10% per annum, of which
5 5% 1s through a distribution yietd, by investing in core and social
infrastructure 3N has delivered an annualised asset 1RR since IPQ

In 2007 of 16% and an annual tetal return in the year to 31 March 2013
of 8 6%

Core infrastructure businesses are dynamic enterprises which tend
to own their own asset base such as utilities, not concessions with
afinite ife An engaged asset management approach is therefore key
to maximistng value
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Social infrastructure investing, usually through public private
partnership { PPP } projects typicatly involves investing in finite
concessions where the investor receives a payment i return

for making an asset or faciity available over a period of time, such
as a school or hospital This type of nvestment tends to have high
inflation correlation stable revenues backed by governments

or related entities and a strong yietd when fully operational

Performance for the year

Table 13 Returns from Infrastructure

2013 2012
For the year to 31 March £m Em
Realised profits over value on the disposat
of nvestments - -
Unreatised losses on the revaluation
of Investments {2) (7
Portfolio income 18 18
Gross portfolio return 16 11
Gross portfolio return % 30% 24%
Fees recervable from external funds 21 25
Net carried interest (1) {6)
Qperating expenses (24) (17
Net portfolio return 12 13
Net portfolio return % 23% 28%

The Infrastructure business line generated a gross portfolio return

of £14 mullion in the year to 31 March 2013 {2012 £11 million) This was
driven principally by portfolio income of £18 mullion (2012 £18 mitlion},
which was partially offset by an unreatised value loss of £2 milhon
(2012 £(7) mullion)

The value of the Group s 34% holding in 3N increased by 71% in the
year to 31 March 2013, generating an unreaiised value gain for the
Group of £24 million for the year This increase was underpinned
by the strong performance of 3IN s European portfolio which also
continued to generate good levels of income In particular, 3iNs
holdings tn AWG and Oystercatcher saw good value increases
These were supported m the case of AWG, by the business continued
good operational performance and by favourable market and
transaction multiples in the UK water sector and in the ¢case

of Qystercatcher by resilient operational performance and the
refinancing of the acquisiion debt facility

The vatuation of the Greup s India investments, however, continued

to be affected by a number of macroeconomic and market factors
resulting in an unreabised value loss of £27 rullion, which more than
offset the gain generated by 3IN The !ndian power investments in
particular, have experienced 1ssues around fuel supply and costs and
their ability to pass increased fuel costs to therr customers The road
investments faced challenges in project execution due to delays
relating to land acquisittions and environmental clearances

In addition to value growth, 3iN paid dvidends of £18 million in the
year which makes up the portfolio income balance (2012 £18 million)

Fees recevable totalted £21 millon (2012 £25 mullion) The year-on-
year decline I1s due to 3N paying a lower advisory fee of 125% for
investments hetd for more than five years (compared to 15% for
investments under five years old) The lower advisory fee rate was
applicable to 40% of 3IN s portfolio during the year In additon having
reached the end of i3 nvestment period, the India Fund now charges
fees based on the remaining cost of the investments, rather than
committed capital

In the year to 31 March 2013, the Group also received a perfermance
fee of £14 mullion from 3IN, as uts total return exceeded the

8% performance hurdle which it recognises as carried interest
recevable This was offset by performance payments to the team

Assets under management
The Infrastructure business line had assets under management
of £1 4 bilion at 31 March 2013 (2012 £17 bullicn)

The India Fund reached the end cf its iInvestment pericd in November
2012 and consequently its contribution to totat AUM 15 now based

on the remaining cost of its investments, rather than on commutted
capital This change in methodology accounts for the year-on-year
decline in AUM 3N 15 a permanent capital vehicle and its
contribution to AUM s calculated on the basis of Its net asset

value whichincreased by 3% in the year, net of dividand receipts

Table 14 Assets under management

Remaining 31 Gross money
Original Onginal 31 commitment % invested at multipte' at
Close date fundsize  comrmitment at March 2013 March 2013 March 2013 AUM

Infrastructure
3iindia Infrastructure Fund March 2008 US%1,195m US$250m US$38m 73% 08x us$esym?
3iInfrastructure pic March 2007 £1,072m? £366m* n/a n/a £1,072m
Other various various varous n/a nfa £103m
Total Infrastructure AUM £1,579m

1 Gross money multiple 15 the cash returned to the Fund plus value as at 31 March 2013 as a multipie of cash invested

2 Adusted to reflect 31 Infrastructure plc s US$250 millicn share of the Fund
3 Based on latest published NAY (ex-dividend}
4 31 Groups proportion of latest published NAY
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Elenia

3isold its holding in Elenia to a
third-party pension fund investor
in July 2012, for a small profit over
carrying value Our Infrastructure
team retains responsibility for
managing that holding (alongside
the 39% holding in Eleria owned by
3N} and generates fees from this

The investment exemplifies the
smart use of our permanent capital,
our ability to raise third-party AUM
against an existing Investment, as
well as our ability to leverage our
international network to execute

the transaction

g More at www Jicom

A strong business with

clear infrastructure characteristics
Elenia owns the second-largest electricity
dstribution business in Fintand serving
around 410,000 customers and with

a ¢ 12% market share This business s
regulated on a four-year cycle, delivering
a set return on its regulated asset base

It also owns and operates 16 local district
heating networks, each with strong market
shares in their local area District heating,
which involves the pumping of hot water
directly inte homes and businesses from
central hubs 1s not regulated in Finland

The electricity distribution business
operates It a stable and transparent
regulatory environment The new regulatory
period beganin Januvary 2012, prowding
clanty over the medium term The
framework encourages investment,
providing opportunities for value-accretive
growth, as well as network development
and innovaticn

Finland 1s among the largest per capita
electricity consumers in Europe with
demand expected to grow steadily The
market 1s fragmented and Elenia could
leverage its operationat efficiencies and
technical superiority to act as a consolidator
in its market The first small bolt-on
acquisition was completed in August 2012

Elenia generates huigh EBITDA margins,
supporting a strong yield cver the long term
Returns from the electnicity distribution
business are linked to inflation and the
heating business has been able to increase
its charges at least in line with inflation

An efficient use of our balance sheet
Elenia was acquired from Vattenfall AB n
January 2012 by a consortium comprising

® 3iN (39% share) and 31 (6% share),

m GS Infrastructure Partners (45%
share} and

# |lmarinen Mutual Pension Insurance
Company (10% share}

Using its own permanent capital 3iinvested
alongside 3N to facilitate its investment and
deliver Jis strategy to grow its assets under
management JiINS own investment
concentration imits prevented it from taking
alarger stake to match that of the other
senior member of the consortium,

GS Infrastructure Partners

In July 2012, 21 sold its 6% holding in Elemia
ta a third-party pensian fund investor for
E£30 milion generating & £1 rmillion profit
over the carrying value This 6% stake

15 held by this third party through

an intermediary limited partnership

31 Networks Finland LP managed separately
by 315 Infrastructure tearn for an ongoing
management fee This Is a great example
of 3i raising third-party assets under
managernent against existing investments

Leveraging our network

While our Infrastructure team does not have
anyone on the ground 1n the Nord:c region,
it was able to leverage the resources of 3is
Private Equity team in Stockholm to execute
the transaction The Stockholm team provided

u its knowledge of the local market and the
help of native Finmish and Swedish speakers,

= access to the best local corporate finance
and legal advisers, and

m access to local banks, to put together
afinancing package

Image removed
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Business lines — Infrastructure

Priorities for the year ahead

Delivering an the Group s key strategic objective of increasing
third-party AUM will be a key prionity for the year We will aim
to achieve this by making new investments thrcugh 3IN but walk
also consider ingrganic opporiunities

In Eurcpe, we wilt maintain our rigorous investment approach,
focusing our activity in core and social infrastructure inthe

UK and northern Europe, bullding on our market-leading track record
of returns This will be key io positioning 3iN for future capital raisings

At present we do not intend to raise a successor fund in India
Our teamn 1n India 1s therefore incentivised to manage the portfolio
to maximise value in the realisation phase

Portfolio

3is Investment exposure to infrastructure assets 1s primanly through
its sharehotding in 3iN and its commitment to the India Fund 3i owns
34% of the equity of 3IN, which 15 a listed investment company with
an independent board of directors and 1s exposed not only to the
operational and financial perfermance of the underlying investments
but also to the fluctuations in 3IN s share price The direct exposure
to the underlying investments s shown in the charts that follow

The underlying infrastructure portfolio 1s weighted to the UK and
Europe, with 68% of the underiying portfolio value in those regions
The exposure to Asia reduced in the period to 31 March 2013 as a
result of the challenges faced by the Indian portfolio, pnmarily driven
by volatile macroeconemic and market conditions in India The three
largest underlying investments are AWG an English water supply
and wastewater company Eleria a Finnish glectniaty distributton
business and Eversholt, a leading UK rail reling steck company

Image removed

Image removed

Image removed

1 The underlying partfolio exposure is catculated by allocating AN s
31 March 2013 value across its portfolio of investments in addition to
31 Group Investments in India and directly held in Europe

Note
The number of portfolio companies 1s shown inside the segments of the
above pie charts
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Business lines Debt Management

€€ The establishment of our US platform positions

us well for future growth. yy

Image removed

Jeremy Ghose
Managing Partner and CEO 31 Oebt Management

Introduction

3i's Debt Management business operates
across Europe and established a presence
in North America in the year At 31 March
2013, the Debt Management team
managed 24 funds and accounted for

£6 4 billion of assets under management,
in which 31's iInvestment was valued at

£81 million

Debt Management s returns are conseguently driven by fee iIncome
from managing third-party capital The profitable growth in AUM
seen in this business tine s a key contributing factor to improving
315 ability to cover operating expenses with cash income

The Fraser Sullvan transaction, completed in September 2012,
established a 31 Debt Management platform in the US and added
US%$31 bilion of AUM from transferred funds and two new fund
launches Access to the attractive and liquid US market 1s important
in developing Debt Management into a leading global manager of credit

The tearn of 45 including 28 investment professionals, 1s currently
based in London and New York and invests in the debt of ¢ 550
businesses at any one time across Europe and North America

31 intends to Increase its investment in Debt Management funds to
¢ 10% of the assets under management in this business line over time,
from the 11% at 31 March 2013

Business model

31 Debt Management specialises in the management of third-party
capital, investing in non-investment grade debt issued by medium
and large European and North American compantes

The strategy 1s built around the following components

m ganing access to investment opparturities through relationships
with primary debt providers and private equity sponsors,

a in-depth credit analysts of each opportunity and ctose monitoring
of the existing portfolic using analysts specialised by sector and

m generating management fee incorme and incentive fees for
strong performance by raising third-party capital to grow assets
under management

The main driver of returns is fees earned from managing the
underlying CLOs and debt funds supplemented by the returns on
3isinvestment in those funds Durning the year the Invesco and Fraser
Sullivan transactions added significant additional revenue streams
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Business lines — Debt Management

Performance for the year

Table 15 Returns from Debt Management

2013 2012
For the year to 31 March £m £m
Realised profits over value on the disposal
of investments 5 1
Unrealised profits/{tosses) on the revaluation
of mvestments 2 {3)
Portfolio income 5 3
Gross portfolio return 12 1
Gross portfolio return % 28 0% 71%
Fees receivable from external funds n 32
Net carried interest (7) 1
Dperating expenses (32) (3n
Net portfolio return & 3
Net portfolio return % 95% 21 4%

Debt Management returns are driven by fee income rather than
capital returns However gress portfolio return was strong as the
underlying investments continued to perform well and the demand
for yield by investors drove valuations higher A gross portfolio return
of £12 mithion or 28 0% of opening portfolio, was higher than the
previous year (2012 £1 million, 71%) and was driven from only

€74 roilion of propnetary capital invested

Realised profits of £5 mullion relate to realised trading gains within
Palace Street | the European Credit Opportunities Fund Portfoho
incorne of £5 million {2012 £3 million) increased as a resutt of
increased distributions from our holdings in the CLO funds

Unrealised profits at 31 March 2013, pnimanly based on broker
quotes were positive at £2 mullion (2012 E£(3) million} due to improved
underlying performance in the CLO funds

This portfolio performance added to the growing underlying profits
from managung the debt funds Fees of £31 million were in kne with
the prior year (2012 £32 million) although grew on an underlying basis

Fees included £6 mithion of catch-up fees relating to improved

fund performance as performance hurdles were met and accrued
subordinated fees became payable We received £11 million of similar
fees in the prior period We do not expect to receive material simular
fees in the future Feeincome of £31 mullion included £4 mullion
relating to fee iIncome earned on the CLO contracts acquired from
Invesco in August 2012 and £3 million of income from Fraser Sullivan
contracts Since the establishment of the US platform in August 2012,
we successfully launched twa CLOs, Jamestown | a US$450 mithon
€LO, and Jamestown [l a US$500 mullion refinancing of an existing
CLO These two fund launches are expected to increase fee ncome
by ¢ US$3 million per annum A detailed review of 31s US expansion
1s shown on the opposite page

Costs of £32 million included E£6 millien of non-cash amortisation
costs and £2 million of due diligence costs relating to acquisitions
Underlying costs continue to be managed closely and include the
addition of investor retations resource ta the team in the year as
WE pursue expansion in this business line On an accounting basis
the Debt Management business 15 operationally neutral with
operating expenses of £32 million exceeding fees of £31 mullion
by £(1) mition {2012 £1 million) However, at an underlying tevel
excluding non-cash accounting adjustments for amortisation and
one-off due diigence costs, fees exceeded operating expenses
by £7 million (2012 £9 rrullion)
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Debt Management — 3i's US business

Following the acquisition of the
Eurcpean CLQ business i February
2011, the acquisition of a similar

US business was dentified as
critical to develop a leading global
debt management business

An attractive market opportumity

The US s a highly attractive credit market
given its size and kquidity The CLO market
in the US has recevered strongly since

the credit cnisis and 1ssuance n 2012 at
US$53 5 billion was the highest level in four
years New issuance in (1 2013 continued
this momenturn at US$24 3 billion

A strong platform

Following an in-depth analysis of the

US market over 18 months, and having
considered a number of other opportunittes,
we entered into a strategic transaction with
Fraser Sullivan, a leading specialist US CLO
manager This established 315 Debt
Mariagement platform inthe US At the
time of the transaction, Fraser Sullivan
was managing US$2 5 billion of assets
compnising six CLO funds one credit
opportunity fund and cne senior loan fund

Image removed

John Fraser
Managing Partner, 3IDM US
Debt Management

More at www 3l.com

Fraser Sutlivan was founded 1n 2005 and
has an experienced teamn of mvestment
professionals that has largely worked
together since the firm s inception

led by John Fraser and Tighe Sullivan
The company was at the forefront of the
US CLO market recovery and has raised
seven new 1ssue CLOs since 2009

We were all deeply saddened to hear of the
tragic passing of Tighe Sullivan in October
2012 Tighe had joined 31in August 2012 as
co-head of the US business and was excited
to be part of 31 The growth in AUM since
then is a testament to the strength of the
team John and Tighe had built

Immediate growth

31 Debt Management US was established in
August 2012 and the transaction with Fraser
Sullivan was completed in September 2012
in November 2012 we launched our first US
CLO, Jamestown |, 8 US$450 million CLO
followed by Jamestown 11, a US$500 million
CLO in February 2013 Jamestown | s a new
fund while Jamestown Il 1s a refinancing of
Fraser Sullivan CLO V, 2 US$400 mulkor CLO
launched in February 2011 that had reached
the end of its two-year reinvestment period

Johnis Managing Partner of 31 Debt
Management US and joined 31 1in September
2012 following the establishment of

35 Debt Management platform in the US
Jehn co-founded Fraser Sullivan with

Tighe Sullivan in 2005

Prior to co-founding Fraser Sullivan,
Jehn was a Managing Director and
Partner with Angelo, Gordon & Co, L P
from 1997 to 2005, where he started
the firm s leveraged loan snvestment
management business and served

as portfolio manager of five leveraged
loan funds since their inception

The refinancing extended the investment
period of the CLO fund, increased its size
by US$100 million and improved the fee
economucs for 31 This early growth
demonstrates the strength of cur platform
and our capabilities to successfully launch
and close new funds

As at 31 March 2013, 31 Debt Management
US had US$31 biltion of assets under
rmanagement, compnsing seven CLO funds,
one credit oppertunity fund and one senior
loan furd All funds previously managed

by Fraser Sullvan are now managed

by 31 Debt Management US We expect

fee income of approximately £8 million
inthe next financial year and for this to

be substantiatly greater than costs

Well posrtioned

31 Debt Management 1s well positioned

to grow, with a leading track record and

a strong brand The US business provides
3ithe opportunity to raise new CLO funds
and managed accourts and to diversify
into complementary products, to generate
increased fee ncome

Before joiming Angelo, Gerdon & Co LP
John gained deep leverage loan experience
at Cypress Tree Investrent Management,
Merrill Lynch Asset Management and
Chase Manhattan Bank

&1
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Table 16 Assets under management

European CLO funds
Par value of Realised Annualised
Remnvestment Maturity fundat  equity money equily cash
Closing date peniod end date launch! multiple? AUM yreld?4®
Harvest CLO | Apr-04 Mar-09 Mar-17 €514m 07x £198m 78%
Harvest CLOI Apr-05 May-12 May-20 £540m 10x €492m 129%
Harvest CLOLI Apr-06 Jun-13 Jun-21 £450m 0 6x €615m g 6%
Harvest CLO IV Jun-06 Jul-13 Jut-21 €750m 0 7x €714m 10 6%
Harvest CLOV Apr-07 May-14 May-24 £5632m 0 2x €607m 41%
Windmill CLO | Oct-07 Dec-14 Dec-29 €500m 0 3x €477m 61%
Petrusse CLO Jun-04 Sep-09 Dec-17 €295m 04x €74m 48%
Alzette CLO Dec-04 Dec-10 Dec-20 €362m 0&x £150m 7 5%
Garda CLO Feb-07 Apr-13 Apr-22 €358m 1 0x £333m 158%
Coniston CLO Aug-07 Jun-13 Jul-24 €409m 0éx £367m i14%
Axius CLO Qct-07 Now-13 Nov-23 €350m 02x £312m 41%
Average
£3.670m 8 6%
US CLO funds
Fraser Sultivan CLO1 Mar-06 Mar-12 Mar-20 US$400m 13x US$364m 199%
Fraser Sullvan CLO Il Dec-06 Dec-12 Dec-20 US%485m 12x US$483m 227%
COA Caerus CLO Dec-07 nfa Dec-19  US$242m 11x LUS$244m 231%
Fraser Sultivan CLO VI Nov-11 Nov-14 Nov-22 US$409m 02x US$402m 16 4%
Fraser Sullivan CLO VIl Apr-12 Apr-15 Feb-21 US$450m 01x Us$452m 180%
Jamestown CLO| Nov-12 Nov-16 Nov-24 US$450m n/a US$450m nfa
Jamestown CLOII Feb-13 Jan-17 Jan-25 US$500m n/a US$500m n/a
Average
£1,907m 20 g%
Realised Annualised
Reinvestrent Maturity Original  equity money equity cash
Closing date period end date fund size multiple? AUM yielg® s
Other funds
Vintage | Mar-07 Mar-09 Jan-22 €500m 18x €492m 4 6%
Vintage Il Nov-11 Sept-13 nfa US$400m n/a US$263m 13x
Palace Street | Aug-11 ni/a nfa nfa 04x £75m 17 6%
Friday Street Aug-06 Aug-08 Aug-14 €300m 0ix €114m 20%
COA Fund Nov-07 n/a nfa nfa nfa US$148m (% 2)%
Senior Loan Fund Jul-09 n/a nfa nfa n/a US$57m 10 0%
£863m*
Total £6,440m
1 Includes par value of assets and principal cash amount
2 Multiple of total equity distributions over par vatue of equity at launch
3 Average annualised returns since inception of CLOs calculated as annualised cash distributions aver par value of equity Excludes unrealised equity

remairing in CLO

o~ o

Vintage | & Il returns s shown as grass money multiple which 1s cash returned to the Fund plus value as at 31 March 2013 as a multiple of cash invested
The annualised returns for the COA fund and Seniar Loan Fund are the anaualised net returns of the Funds since inception
The COA Fund AUM excludes the market value of investments the fund has made in 3t US Debt Management CLO funds (US$131 mullion as at 31 March 2013)




Assets under management

The AUM for the Debt Management funds is typically based on the
period end net asset value of the fund The exception 1s Palace Street |
where AUM s based on the commitrnent to the Fund AUM grew
strongly to £6 4 billion {2012 £3 4 billion)

in August 2012, 31 acquired five CLO contracts from Invesco, which
added £11 billion of AUM Two of these funds are now past therr
reinvestment pertod and AUM reduced, foltowing distributions

to £10 billion at 31 March 2013

The establishment of a US platform in September 2012 led to
addtigrial AUM of US$359 million relating to the US Senior Loan

Fund and the COA Fund Since establishing the platform two

new vehicles were launched Jamestown1 a new US$450 milbon CLG
and Jamestown [I, which was a refinancing of an existing Fraser
Sullivan CLO on preferential terms and with an enlarged size

During March 2013 we also completed the investor consent process
for Fraser Sullivan s remaining funds and transferred a further five
CLOs to 31s management At 31 March 2013, the AUM of the US
platform was £2 0 billion

Priorities for the year ahead

Fellowing the successful launch of Jamestown | and Il in the year
further launches of C1.0s in the US and potentrally Europe
are a priorty

In addition to CLOs, the Debt Management team intends to diversify
into other debt funds, raising additional capital through the
Eurapean Credit Opporiunities Fund and the US Senior Loan Fund

A focus on costs will continue to ensure fees exceed
operating expenses

Finally consideration will be given te further inorganic growth
opportunities where fee income from acquired management
contracts or platforms would be incrementally profitable

31 Group ple Annual report and accounts 2013

Portfolio

The portfolos of non-Investment grade debt held by the European and
US managed CLOs are predorminantly held in northern European and
North American companies Chart 13 details the underlying portfolio
by region Exposure m both value and number to the more chaltenging
markets of southern Europe 1s imited The pertfolio 1s well diversified
by sector wath no single sector accounting for more than one third

of the portfolio Chart 14 details the underlying portfolio by sector

Graph removed

Graph removed

Note
The number of portfolio companies is shown inside the segments
of the above pie charts
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Financial review

Retu rns Totat return for the Group was £373 million which represented

a 14 2% return on opening shareholders funds and a significant
The gross portfolio return measures the performance of the improvernent on the prior year (2012 £(656) million, (195)%)
nvesiment portfolio Net portfolio return includes additional income Gross partfolio return of £546 miltion (2012 £(329) mitlion)
generated from managing external funds, through management fees demonstrated the better performance of the Groups portfolio,
and carried interest receivable, less the costs of running our business supported by good cash realisations above opening valuations
and carried interest paid to our snvestment teams Finalty, total return The Group also benefited from the weakening of sterling against the
1s the net portfolio return, less our funding costs and the impact euro and dollar during the year and recognised net foreign exchange
of foreign exchange and other balance sheet factors gams in the year of £30 milbon (2012 £(49) million} Finally totat return

included the one-off cost of reorganising the Group (€30 rmillion} and

Each of these aspects of our returns is considered in greater detail the costs of accelerating the gross debt reduction (£25 million}

inthis review

Table 17 Total return year to 31 March

2013 m2
£m £m
Realised profits over value on disposal of investments 195 23
Unrealised profits/(lesses) on revaluation of investments 250 (498)
Portfolio iIncome
Dwidends 43 47
Income from loans and receivables 54 95
Fees receivable 4 4
Gross portfolio return 546 {329)
Fees receivable from external funds al 89
Carried interest receivabte from external funds 4 (15)
Carried interest and performance fees payable (19 10
Operating expenses (170 {180)
Net portfolio return 4§32 {425)
Net interest payable 1) 91
Movement in the fair value of derivatives (6 (19
Net foreign exchange movements 30 {49)
Pension actuarial gain/(loss) 17 {67
Other (including taxes) 9} (S}
Total comprehensive income (“Total return”) a7 (656}

Total return on opening shareholders’ funds 14 2% (19 5)%




Gross portfolio return

Realised profits
Realised profits at £195 milkion in the year to 31 March 2013 (2012
£23 milien) demonstrated the strong performance of the portfolio

in the year and were achieved at an uplft over opening vatue
of 47% (2012 3%)

Table 7 on page 27 details realisations in the period and sets out the
accounting uplift reflected in the annual total return and the longer
term cash-to-cash results The Private Equity realisations completed
in the year produced a money multiple of 2 1x

Unrealised value movements

Table 18 Unrealsed profits/{losses) on revaluation
of investments year to 31 March

2013 2012
£m Em
Private Equity and Infrastructure
Earnings based valuations
Perfarmance 141 3
Multiple movements 36 (267)
Other bases
Provisions 4 (138)
Uplift to imminent sale 24 -
Discounted Cash Flow (a1 (1)
Other movements
on unquoted investments 73 {72)
Quoted portfatio n (20}
Debt Management
Broker quotes 2 (3
Total 250 {498}

Note The table abeve no lenger atlorates value movemnents between loan and
equity Instruments as we believe it gives a clearer view of performance to
comne the twe under the "Earnings based valuations heading The split of
value mavement between loans and eguity Instruments 1s still shown in note 3
te the accounts Yalue movements in lban insiruments were previously labelled
as irnpairments

Performance

The performance categery measures the impact of earnings and net
debt movernents for the portfolio companies valued on an earrings
basis Ingeneral, when valuing a portfolio nvestment on an earnings
basis, the earmings used n the 31 March 2013 valuations are the last
12 months management accounts data to Decernber 2012, unless
the current year forecast indicates a lower maintainable earnings
levet Where appropriate, adjustments are made to earnings on

a pro forma basis for acquisitions disposals and non-recurnng items
In the case of one company Action which 15 experiencing significant
growth due to its store roll-out programme a run-rate adjustment
was made to its earnings to reflect profitability of apened stores

for valuation purposes

3i Group ple Annual report and accounts 2013

Improvements in the performance of the portfelio valued on

an earnings basis resulted n an increase in value of £141 millon
{2012 £3 mullion} This was driven by an aggregate increase in
earnings used to vatue the portfolio of 1% and reductions in leverage'
to 3 2x from 3 4x at the beginning of the year Value weighted
earnings, the most relevant measure of NAV impact, increased

by 10% in the year, demonstrating that the portfolios largest assets
are delivering strong impravements in performance

Multiple movements

Multiples used to value the portfolio showed improvement in the
latter part of the financial year follow:ng the general recovery in
stock markets The weighted average EBITDA multiple increased to
8 8x pre-marketability discount {2012 8 2x) and to 79x post discount
{2012 75x) This 7% increase in the year generated an increase

in value of £36 mitbon (2012 £{267) mithion) for those assets valued
on an earnings basts

Provisions

A provision 1s recognised where we anticipate that there 15 a 50% or
greater change that the Group s investment in the portfolio company
will fail within the next 12 months The £4 million net reversal of
provisions in the periad 15 attributable to the improverment in outlook
for one company which had previousty been provided for, resulting
in 2 modest ncrease in value offset by the impact of two comparues
which were written down to nil Each movement is less than

£10 million

Uplift to imminent sale

Portfollo companies which are currently in a negotiated sales process
are valued on an uplift to imrinent sale basis At 31 March 2013, three
portfolio companes were in an advanced sales process, generating
avalue increase of £24 million (2012 mil) Cash has since been
received for one of these portfolio companies, with the cash expected
on the other two portfolio companies following regulatory approval

Discounted Cash Flow

The Discounted Cash Flow (DCF) valuation basis is used to value
portfolio companies with predictable and stable cash flows, typically
infrastructure Investiments As at 31 March 2013, there were

1% portfolio compames valued using the DCF valuatrons basis, the
majority of whrch relate to the Group s Indian portfolio The continued
thallenging environment in India has contributed to an unreabised
loss for investments valued using DCF models of £41 millien in the
year (2012 £(1) rmillion)

1 Net debt to EBITDA used to value portfolic companies
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Other

Where a different valuation basis 1s more appropnate for a portfolio
company, the other category s used to determine far value for
example the sum of the parts of the business or industry specific
methods The total other” ncrease in vatue was £73 mutlion in the
year to 31 March 2013{2012 £{51} millon) predominantly driven by
a value increase 1n one company which was supported by a market
valuation metric

Quoted portfolio

The quoted portfolio was valued at £437 milion and now represents
13% (2012 179%} of the Group s total portfolio following the sale of
Norma i the period The Groups 34% investment in 31 Infrastructure
plc represents the majority of the quoted portfolio at £398 miklion

31 Infrastructure plc s share price increased by 7% in the year,
resulting in value growth of £24 millon However, this was partizlly
offset by a £13 miltion value reduction in the remairung quoted
portfolio resulting in a net increase in the quoted portfolio value

of £11 mullion in the year to 31 March 2013 (2012 £(20) millien)

Broker quotes

The Debt Management business line has investrments in a number

of the CLOs which the Group manages as well as in the Credit
Qpportunities Fund, Palace Street | These assets valued using broker
guotes increased in value by £2 million in the year (2012 £{3) million)

Table 19 Proportion of portfolio value by valuation basis
as at 31 March 2013

%
Earnings 47
Imminent sale 2
Quoted 13
Discounted Cash Flow 7

QOther

Broker quotes 2

Portfolio income

Table 20 Portfolio ncome year to 31 March

2013 2012

£m Em

Dividends 43 47

Income from Yoans and recevables 54 95

Net fees receivable 4 4

Portfolio income 101 146

Received as cash 62 60
Cash income/opening portfolio

{ cash income yield ) 19% 1 5%

Income fram the portfolio was £101 million in the year to 31 March
2013 (2012 £146 milhion} Dividends of £43 million were received

(2012 £47 millian), including £18 milion from 31 infrastructure plc,

E10 mullion from Queintiles a US Private Equity healthcare investment
and £4 million from Debt Management investments Interest income
was matenally lower in the period at £54 million {2012 £95 million}
due to the net divestment position for Private Equity the effect of
restructunings and a small number of iInvestments, particularly in
Spain, where the interest accriing was provided for as the fair value of
the investment was judged to be below that of the principal loan value

A further £4 million in net deal fees was receved in the year
(2012 £4 mitlion) principally relating to fees receved on
completing new investments and annual monitoring fees paid
by portfolio companies

Portfolo ncome received as cash in the year was £62 million
(2012 £60 million), reflecting the relatively high proportion of
capitalised interest generated by the Private Equity portfolio




Net portfolio return
Table 21 Net portfolio return year to 31 March

2013 2012

£m Em

Gross portfolio return 546 (329}
Fees receivable from external funds n 89
Net carried interest and performance
fees payable {15} (5}
QOperating expenses (170) (180}
Net portfolio return 432 (425}

Fees receivable from external funds
Fees earned from external funds of £71 millicn in the period were
{ower than the prior year (2012 £89 millon)

Our managed Private Equity funds generated fee income of

£19 mition {2012 £32 million} the decline reflecting the Growth Capital
Fund coming to the end of its investment period 1n December 2012
andg the full year effect of Eurofund V s investing period ending

in November 2011

Qur Debt Management business line continued to generate

strong fund fee iIncome of £31 mitlion 10 line with the prior year
{2012 £32 mllion) Fee income grew on an underlying basis due to
the one-off catch up of deferred suberdinated fees as a result of the
strong performance of the CLOs in the prior year The £31 mullion fee
inceme includes £4 millson of fees generated from the acquisition of
five CLO management contracts from invesco in the year The impact
from the Fraser Sullivan transaction was relatively small as the
transaction completed part way through the year and was offset

by due diligence and other acquisition costs We recognised the
subordinated fees on 16 aut of 18 CLO funds at 31 March 2013
demonstrating their continuing solid performance

Adwisory and management services to 31 Infrastructure plc and the
3iIndia Infrastructure Fund generated £21 rrnllion of fee income n
the year (2012 £25 million) This was lower than last year as a result
of lower investment activity by 31 Infrastructure ple and the 31 India
Infrastructure Fund reaching the end of its investment period in
Novernber 2012
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Net carried interest and performance fees payable
Carried interest and performance fees are accrued on the realised
and unrealised profits generated taking relevant performance
hurdles into consideration

Net carried interest and performance fees payable inthe year

were lower than might be expected given the improved portfolio
performance and realisations with a net payable amount of

£15 rmullion {2012 £5 mition payabile), as the portfolio value movement
in the penod was primarly in assets where the performance hurdle
has not yet been achieved The prior year period reflected a net
reversal of carry payable and receivable given the gross portfolio

loss in that period

Operating expenses

Table 22 Operating expenses yearto 31 March

2013 2012
£m £m
Operating expenses 170 180
Operating expenses excluding
implementation costs 140 1M
Run-rate operating expenses at 31 March 140 185
Run-rate operating expenses/AUM! 11% 18%
Operating expenses/AUM'
{excluding implementation costs) 13% 16%

1 Run-rate or actual operating expenses as a percentage of closing AUM

Operating expenses were £170 mithion {2012 £180 mithion}
and included implementation costs of £30 millson in respect
of redundancy office closures and organisational changes
(2012 £9 million) The reduction in costs and the result of the
Invesco and the Fraser Sullivan transactions and two new
US CLOs launched in the year resulted in operating expenses
per AUM decreasing to 1 3% (2012 1 6%)

Run-rate expenses are calculated to exclude implementation

costs and the timing effect of changes taking place part way through
the year By doing so the run-rate reflects the cngoing annual cost
of runming the business assuming no further changes

We have achieved annualised run-rate cost savings of £51 million
at 31 March 2013 This represents a reduction of 28% against
the annualised run-rate costs of £185 million at 31 March 2012

However during the year we entered into several corporate
transactions and consequently the perimeter of 31 s operating cost
base has changed The acquisition of European CLO management
contracts from Invesce and the establishment of a Debt Management
platform in the US through the transaction with Fraser Sullivan have
increased the annualised run-rate operating costs at 31 March 2013
by £7 rmillion These additional costs are expected to be more than
offset by the aggregate of the cash income generated by these
additional business activities

Run-rate expenses on a like-for-lke basis excluding the Invesco and
Fraser Sullivan transactions, are £134 mdlion ssgnificantly lower than
the target of £145 million set out In June 2012 The total run-rate at
March 2013, including the corporate transactions was £140 mullion,
or 11% of closing AUM
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Annual operating cash profit

Table 23 Annual operating cash profit year to 31 March

2013 2012

£m fm

Third party capital fees 70 N
Cash portfolio fees 4 7
Cash portfolio dividends and interest 58 53
Cash income 132 159
Operating expenses’ 170 180
Less Restructuring costs (30) V]
140 171
Annual operating cash profit/(loss) (8) (20)

1 Operating expenses include accruats the effect of whichis not
considered material

In June 2012 the Group set an objective of generating cash income
from third-party fees and portfolio incame, sufficient to cover the
operating expenses incurred in the year, prior to restructuring costs
We call this Annual operating cash profit

The full benefits of the cost reduction programme will be seen inthe
next financial year with the implementation costs and timing effects
largely negating the immediate savings in the year to 31 March 2013
The annualised run-rate operating expenses of the business at

31 March 2013 are £140 mitlion, or 11% of closing AUM This includes
the annual costs relating to corporate transactions completed

in the period which are expected to be more than offset by the
corresponding fee income

Headcount at the end of 31 March 2013 reduced by 168 to 247

{2012 435} prior to the increases in headcount from strategic
transactions in Debt Management This exceeds the target, set

in June 2012, to reduce staff by more than 160 by 31 March 2013
Total headcount, inctuding addttional employees added from strategic
transactions (n Debt Management, was 282 at 31 March 2013

The annual operating cash profit position improved from a loss
of £20 rmilion in the year to 31 March 2012 to a loss of £8 million
in the year to 31 March 2013

Total return

Net interest payable

Net interest payabte for the year was £9% million {2012 £91 mitlion)
and included an additional £25 million of interest cost which was
accelerated into the period as a result of the early settiement of bonds
which were scheduled to mature in later periods

Interest receivable reduced to £6 million {2012 £12 million}in the year
as a result of the lower level of cash and depesits held by the Group

Having reduced gross debt to £1,081 mullion at 31 March 2013 and
further to £917 mullion at 30 April 2013, the gross interest cost In the
year to 31 March 201415 expected to be below £60 mitlion, a reduction
of 42% compared to FY2012

Derivative movements

The Group used foreign exchange contracts as part of its general
hedging programme There was a £6 million loss recognised from
the fair value movement of the derivatives during the year {2012
£19 million loss} principally relating to long-term legacy interest
rate swaps

Net foreign exchange movements

The Group maintained its partial hedging policy through the year,
using core currency borrowings and derivatives as appropriate

The hedging ratio of the euro denominated portfolio at 31 March 2013
reduced to 49% (2012 89%} as a result of the reduction in euro
denommated debt Hedging of the US dollar portfolio also reduced
to 54% (2012 65%) The net foreign exchange gan of £30 nullion
(2012 £49 million loss) was driven by the weakening of sterling
against the unhedged element of the euro {1 5%} and US dollar (5 5%)
The outcome of a review of hedging strategy during the year

1s discussed on page 49

Pensions

The IAS 19 valuation of the Group s UK defined benefit pension
scheme was negatively impacted by a reduction in the discount rate,
driven by a reduction in AA corporate bond yields and an increase

in inftation rates, resulting 0 an increase in the value of the schemes
habilities This was, however offset by the sirong performance

of equity markets and resulted in an actuarial gain of £17 million
{2012 £(67) millton) for the year A total of £35 million was paid

to the fund tn Aprit 2012 being the final payment in relation to the
last triennial funding review which was finalised in September 2011
The accounting effect of this payment on total return was included in
the year to 31 March 2012 As part of the same review, in April 2012,
the Group finalised the terms of 3 guarantee to the scheme 1n relation
to contingent assets, as detailed in note 31 on page 119 The next
trienniat valuation will be carried out shortly, with an effective date
of 30 June 2013




Balance sheet

Portfolio value
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Table 24 Portfolio value movement by business line

Opening Closing
portfolic portfolio
value Unrealised value
1 April Value value Other 31 March
2012 Investment disposed movement movement'! 2ma
£m Em £fm frm £m £tm

Business lLines
Private Equity? 2,634 234 (385) 250 (26) 2,707
Debt Management? 42 31 5 2 1 81
Infrastructure 528 5 {31} (2 7 507
Total 3,204 270 (411) 50 (18) 3.295

1 Qther relates to foreign exchange and the provisioning of capitalised interest
2 Non-core has been comnbined with Private Equity
3 The Palace Street 1 Fund presents investment net of realisations

Strong realisations in the year were offset by investment of

£270 mullign and unrealised value growth of £250 milien resulting
in a modest increase In the total portfolio value to £3 295 million

at 31 March 2013(2012 £3 204 rmillion}

Table 25 Gearing and borrowings as at 31 March

2013 2012
Gross debt £1,08Im £1,623m
Net debt £335m  E4bim
Gearing 1% 18%

The Group further reinforced 1ts conservative balance sheet approach,
with gross debt reducing by a third in the year to £1,081 million

{2012 £1,623 million) Gross debt reduced primarily due to the
repayment of £223 milion of the €500 rmill:on floating rate note

early repayments of £283 million of private placements, £15 million
market purchases of the €350 milliort bond and repayment

of a £50 million term loan drawn under a £200 million bilateral

credit facility

Net debt at £335 millien reduced following net divestment (2012

£4464 milltlon} Gearing consequently reduced to 11% at 31 March 2013
(2012 18%) as a result of both the decrease in net debt and the
ncrease in shareholders funds to £2934 million (2012 £2 427 million)
following the total return of £373 million in the year to 31 March 2013

Since the end of March, we repaid a further £164 million of debt which
resulted In a gross debt balance of 917 million as at 30 April 2013
sigruficantty ahead of the target to reduce gross debt to below

£1 bilbon by 30 June 2013 This repayment has noimpact on net

debt or gearing

Foreign exchange hedging

As a result of the reduction in gross debt, and the increased
concentration of the portfelio into a smaller number of indimdually
significant assets the hedging strategy was reviewed during the year
The use of derivatives to hedge currency movements en & portfolio
basis will be reduced over tme Foreign exchange risk will now be
considered as an integral part of the investment process rather than
managed at the Group level via structural hedging programmes
Specific hedging on entry or exit ¢f an mvestment may be used

as appropriate

Liquidity

Liguidhty reduced in the year to £1082 million {2012 £1653 mllion)
This comprised cash and deposits of £746 milion (2012 £3,159 million}
and undrawn faciltties of £336 miltion (2012 £4%4 million) The cash
balance reduced primanly as a result of the repayment of debt

in the year with cash inflows from divestment activity being offset
by investment and other operating cash flows The repayment

of £164 miltion of gross debt after the period end had no impact

on Liguidity as it was the repayment of drawings under one

of the commutted facilities providing a currency hedge Cash
reduced by £164 million and undrawn facibties increased by

a corresponding amount

Diluted NAY

The diluted NAY per share at 31 March 2013 was £311(2012 £279)
This was driven by the total return in the year of £373 miliion

{2012 £{656) millon) and partially offset by divdend payments

in the year of £76 million (2012 £4% million)
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Principal risks and risk management

The Group faces a range of risks and
uncertainties which could materially affect
its financial performance and/or the
achievernent of its strategic objectives

This section describes our approach

to risk management and the process
and governance framework that we have
In place to identify, manage and monitor
risks This is followed by a summary
description of the principal risk areas
facing the Group and the corresponding
mitigating actions that are in place

Approach to risk management

Risk 15 a part of doing business We identify the risks involved and
ensure that these are carefully considered and that the level of nisk
taken i1s appropriate 1n relation to its potential impact on the Groups
financial performance and the achievernent of the Group s strategic
objectives Ulimately we seek to achieve an appropriate balance
between taking nsk and generating returns for our shareholders

Qur approach to risk management is therefore closely aligned
with the Group s strategy and objectives When considering the
Group s strategic direction, the Board reviews the level of risk
to be taken Adherence to this level of risk appetite 1s menitored
by the Group Risk Committee

On 29 Jure 2012 following a strategic review of the Group the future
strategy of 31 was announced This included the launch of a major
restructuning and cost reduction programme Further information

on this can be found in the Strategy and business model section of this
report The risk review framework and governance structure have
been modified and refined to reflect the new strategic objectives

and the changes to the organisational structure of the Group

These changes are described below

Risk management process
and governance structure

31s risk management process and associated governance structure
are designed to ensure that there 1s an effectve process and a clear
organisational structure with well defined respensibilities to identify,
manage and monitor risk

The process of identifying, managing and monstering nsks, and
assessing ther potential impact occurs at a number of levels
throughout the Group

The Board 1s ultimately responsible for risk management which
inctudes the Group s risk governance or oversight structure
and for mamtawining an approgpriate internal control framework

Respenstbility for oversight of nsk management 1s delegated to the
Group Risk Commuttee which considers the Board s appetite for risk
and any specific kmits set The Group Risk Commuttee maintains the
Group risk review, which summanises the Group's principal risks and
associated mitigating actions

The Group risk review 1s a result of thought and input from both
management and prefessionals across the Group, including the
Executive Commutiee The Group risk review is considered and refined
at meetings of the Group Risk Committee and 15 reviewed by the Audit
and Comnpliance Cornmuttee on a quarterly basis it 1s also reviewed

by the Board with a particular focus on the patential impact on the
setting and execution of the Group s strategy

The Audit and Compliance Committee 1s updated at each meeting
on the outputs of the latest Group Risk Committee meeting and has
the opportunity to contribute views or raise questions

The Group s nsk management process and governance structure
are outbined in the diagram shown on page 51 Members of each
of the Committees are bisted on page 63

The Groups reporting cycle and the dates of key meetings are
co-ordinated to ensure that appropniate risk and strateqic reviews are
performed in aignment with the imetable for meetings of the Board
and of the Aucht and Compliance Commuttee

Further details on the risk management framework can also be found
in 315 Pillar 3 disclosures at www 3t com

Changes and improvements

During the year the Group has continued to refine and strengthen its
risk management framework and process particularly in light of the
strategic review and the announcement of the Groups new strategy
and objectives in June last year

For example a key part of our programme of asset management
improvement initiatives has been the strengthening of our Investment
review process with the introduction of a new single Investment
Commuttee which considers the full spectrum of decisions from
investrnent through to divestment of porifolio companies The Group
has also implemented a new vintage control policy tn respect of its
own balance sheet investing activity This is designed to mmmise the
risk of over-investing at the top of the private equity cycle in the future

In addition, a number of improvements have been made to our
reporting and moenitoring processes, including the introduction of
new monthly portfolio performance dashboards within Private Equity
The Group s Invesiment Cormmittee and Private Equity Partners now
meet manthly to review these dashboards and te decide on actions

As pari of the new strategy, the Group s organisatipnal structure has
been simplified and processes have been streamlined A number

of commuttee structures have been rationabised in order to reduce
organisational complexity and to enable better and more efficient
decision-making A new leadership team, the Executive Committee
has been established by the Chief Executive as the principal day-to-
day decision-making body in respect of managing the business




Furthermore the Treasury Managernent Committee was
discontinued, and replaced with a Treasury Transactions Committee
of the Board to provide formal appraval for specific treasury related
transactions Day-to-day treasury matters are handled by the Finance
Director and Group Treasurer, withun the limits delegated by the Board
Key treasury and funding rnisks continue to be overseen by the Group
Risk Cornmittee The Operational Risk Forum was similarly
discontinued and its responsibiliies assumed by the Group Risk
Commuttee Finally, the responsitilities of the Corporate Responsibility
Commuttee were assumed by the Brand and Values Committee

The Group Risk Cormnmittee continues to meet quarterly to cotncide
with meetings of the Executive Committee The quarterly Group risk
review has recently been enhanced with a clearer ink between

the identified risks and the Groups strategec objectives, as well

as the monitoring of key financial and strategic metrics which are
indicators of those rtsks This includes the application of the vintage
control policy and associated analys:s and asset allocation data
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In addition, we have designed new dashboards which track our
financial performance and progress against our new strategic
objectives at a Group level and for each of our business lines

These dashboards are now updated and reported monthly Going
forward these will help the Group Risk Committee assess each risk
and hightight whether risks are ingreasing or decreasing We expect
that this process wilt continue to be refined, and for example we are
currently reviewing our risk management approach in the context of
the European AIFM Directive, which comes inte force on 22 July 2013

Overview of risk management process and governance structure

Conflicts Committee

® Deals with conflict issues
m Meets periodically and as required

B d Audit and Compliance

Oar Commuttee

m Deterrmines Group s risk appetite as part B Receives reports from the Director
af strategy setting of Internal Audit an the Group s risk

m Qverall responsibility for maintaining
a system of internal control that ensures
an effective nsk management and oversight
process pperates agross the Group

m Dedicated Brand and Values Commuttee to
monitor reputational risks and brand 1ssues B Updated at each meeting on the outputs

management processes and system
of internal controls

Receives reports from the Director
of Group Compliance on regulatory
and compliance matters

of the latest Group Risk Commiitee meeting

with the opportunity to coninbute views
or raise questions
B Meets four imes a year

Chief Executive

investment Committee

Executive Committee “

Group Risk Committee

m Considers risk in context of individuat
portfolio investments and divestments

& Meets as required

B Principal decision-making body in respect = Delegated responsioitity for risk
of managing the business

m Quarterty Group Risk Committee
meetings cancide with Executive
Committee meetings

management and oversight across the
Graup reflecting the Board s appetite
for nsk and any specific imuts set

B Maintams the Group nsk review which
summarises the Group s nsk exposure

Key

[ Commuttees of the Board

[ Comrmuttees of the Chief Executive

[ Independent review of conflict 1ssues

— Delegated responsibility for risk management and oversight
----- Risk reperting to Audit and Comgliance Committee

and associated mitigation or response
plan based on risks identified

B Meets at least four umes a year to consider
the Group risk review including adequacy
of risk mitigation angd contrals

&8 Charman prevides update at each meeting
of the Audit and Compliance Committee
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Principal risks and risk management

Review of principal risks

The disclosures on the following pages
should not be regarded as an exhaustive
list of risks and uncertainties faced by
the Group, but rather a summary of those
principal risks which the Group currently
faces and which the Board believes have
the potential to materially impact the
Group's financial performance and/or the
achievement of its strategic objectives

External

The key external risks affecting 3 over the course of the financial
year remain centred on the tmpact of the continuing challenging
macroeconomic and market conditions, especially in Asia and Europe
Specific areas of nsk considered by the Group Risk Committee include
engoing Eurozone instability, the impact of government austerity
measures and slowing of growth rates in parts of Asia and Europe

These uncertain condstions impact 31 s operating envircnment
in different ways and to varying degrees reflecting both 3is
geographical diversity and the different economie drivers of its
three investment platforms Private Equity Infrastructure and
Debt Management

Fundraising conditions are difficult for the Private Equity industry

as awhale owing to a combination of a funding overhang which
continues to underpin high prices for transactions underperformance
of some recent vintages and more selective investors General M&A
activity remains relatively subdued in Europe, partly reflecting
companies preference for high levels of hquidity over investment

Thus also has consequences for the level of activity in the debt
markets, which currently remains limited in Europe

The integrity and transparency of financial services firms as well

as their Responsible Investing principles are of high importance to
investors Firms that are able to differentiate themselves positively In
these areas are likely to be at an advantage in the future In recogrition
of this, 31 has comprehensive policies and processes Further
information i1s set out in the section on Corporate respansibibty

Regulatory developments continue to be monitored closely The key
development affecting 311s the European AiFM Directive which comes
into force on 22 July 2013 Thes introduces a number of regulatory
requirements for applicable firms and will likely require some
modifications to 3t s related policies and processes This is expected
to result in additional costs to the business however the effect on

3115 not expected to be disproportionate in the context of its sector

Strategic

3i1undertook a strategic review following the appointment of

Simon Borrows as 3i1s Chief Executive in May 2012 the results

of which were communicated to sharehotders in June 2012

This has involved a major organisatienal change and cost reduction
programme A key focus for the Board and the Group Risk Committee
has been the assessment, mitigation and monitoring of the
associated risks

Other key strategic risks are broadly simular to last year These include
investment performance at this point of the economic cycle and the
Groups funding strategy, factoring in the current externat fundraising
environment, expected investment and realisation levels and balance
sheet management The growth of the Debt Management business
line has also been an area of focus from a risk management
perspective, as it has expanded its geographicat footprint and assets
under management




Investment

The Groups key investment risks rematn closely linked to the
economic and market conditions, described earlier

The Private Equity business line 1s the largest in terms of proprietary
balance sheet investment Returns can be cyclical in nature and given
the current macreeconomic environment, the ability to delwver target
returns can be challenging Specific risks include the pricing of new
nvestment opportunities, potential operational underperformance

of portfolio companies impacting earmings growth and valuations
exposure to movements in quoted multiples used to derive valuations,
and, for more highly leveraged assets, the ability to meet debt
covenanitests

A cautious and selective approach has continued to be 2pphied to new
investment aver the year The overall health and perfermance of the
Private Equity investrent portfolio has mproved compared to the
previous financial year and has been comparatively stable However
portfelio companies in some geographies, In particular southern
Europe, where economic recovery remains challenged, and Asia,
where econemies have slowed significantly have been impacted

by market conditions Accordingly, some valuation reductions were
required during the year The Group s investment portfolio has also
become relatively more concentrated over time, with increasing
exposure to the performance of a smaller number of investments
Covenant tests and refinancing requirements across the portfolio
continue to be actively monitored and managed and there has been
a steady reduction in the portfolio leverage level over the year

The Groups strategic review included the implementation of six key
asset management improvement mitiatives aimed at enhancing the
Priwvate Equity portfolio management processes and capabilities

Investment returns in the Infrastructure business line are drniven

by a combination of portfolio income and adwvisory and management
fees, as well as capital returns The valuation of the portfolio 1s
influenced by the underlying performance of individual assets

the resulting estimates of future cash flows discecunt rates appled
and the level of income distributed from those assets There are

two guoted assets in the portfolio, which are marked to market and,
therefore subject to fluctuation and also sorme exposure to foreign
exchange rate movements notably through the 31 India Infrastructure
Fund The pertfolio which covers a range of sectors with different
economic ¢cycles, has shown steady operattonal progress (n the
current macroeconomic environment

The man driver of returns for the Debt Management business line

is fees earned from managing the underlying Collateralised Loan
Oblrgation {'CLO"} and other debt funds Ongoing portfolio
management Is a critical area of focus Analysts are orgarused

by sector and the performance of each investment 1s monitored

to ensure any Issues are identified early The various funds are

well diversified by sector The establishment of a US platform with
Fraser Sullivan, a US based business in September 2012, broadens
the geographical coverage of the bustness beyond Europe The impact
of the economic downturn on debt markets has been particularly
pronounced (in Europe, where there has been a lack of primary loan
rssuance Consequently, the business has not (aunched any new CLO
funds in Europe i the last financial year, although has increased AUM
through the acquisiticn of existing CLO management contracts from
invesco In August 2012 By contrast, US market conditions are more
favourable and the business launched two CLO funds in the US in
November 2012 and February 2013
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Treasury and funding
The Group continues to marmntain a conservative financial structure,
supported by balance sheet targets and a strong control framework

The Group continues to target a reduction of the overall gross debt
level over time Funding requirements are evaluated on a rolling
12-moenth outlook, in the context of the Group s Investment and capital
allocation strategies, to ensure the appropriate balance between
liguidity benefits against the cost of funding and te monitor the full
range of refinancing options in advance of debt maturities 315 current
credit rating 15 BBB stable/Baa? stable

Liguidity centinues to be monitored on a weekly basis and there 1s
close review of counterparty exposures The majonty of funds are
placed with AAA Liguidity funds and selected banking counterparties
The AAA iguidity funds are regularly evaluated to understand

the nature of the underlying counterparty exposures and
gengraphical mix

The Group has historically used core currency borrowing to act as

a3 natural hedge against foreign exchange exposures mn the portfolio
primarily in euro and US dollars, and supplemented this by the use of
derivatives However, with the reduction in the Group s gross debt and
the associated funding costs, this strategy will be less effective in the
future The Board has therefore reviewed 3is hedging strategy in the
context of the Group s strategic cbhjectives, market conditions and
funding requirements and has concluded that the {evel of currency
hedging should be reduced and the derivative programme closed
down over time Instead the Group will lock to hedge specific cash
transactions such as specific currency investment and divestment
deoaisicns, with specific hedging instruments Currency nisk will be
assessed at the investment, rather than the Group, level The Board
will continue to review currency volatiity and uncertainty and this
strategy on a periodic basis

Operational

The key operational risks facing the Group during the year relate
mainly te the significant level of organisational change and cost
reduction following the announcement in June 2012 of 31's future
strategy This has included significant headcount reductions, the
outsourcing of a nurmber of functions, maost notably in the area of
IT services as well as systems changes and upgrades Associated
with this have been a number of process changes and reallocation
of responsibilities, which have required close monitoring to ensure
appropriate management of the transition risks and maintenance
of a robust internal control environment
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Risk factors, oversight and operation

Risk type
External

Risk areas

® External stakeholders
® Reputational

® Government/regulation
m Market/economic

Inherent nsks

® Changes In macroeconomic variables

® General health of capital markets

& Exposure to new markets and
investment progducis

& Regulatory developments

| Changes in government policy

® Reputational risks

Risk mitigation

Three distinct and complementary
investment platforms

Dwersified nvestment portfolio in a range
of sectors with different economic cycles
across geograghical markets

Ciose monitoring of relevant regutatory and
fiscat developments by in-house specialists
and external advisers

Due diligence when entering new markets
Or DUSINESS areas

Strategic

B Strategic delivery

B Mezting key targets

8 New business opportunities
m Managing communications

B Understanding and analysis of risks
and rewards

B Appropriateness of cheice of business
model ang strategy

® Unexpected changes in the Groups
pperating environment

B Unanticipated cutcomes versus
assumptions and announced targets

® Potential loss of key staff in areas crtical
to the Group s strategic delivery

Periodic strategic reviews

Regular monitoring of key risks by Group
Risk Cornmittee and the Board
Mendering of a range of key financial and
strategic performance indicators and
forecasts

Periodic updates of plans and underlying
assumptions

Disciptined management of key
strategic projects

= Profitable growth of assets under 8 Market competition and asset pricing u Rigorous invesimeant appraisal and
InveStment management m Fund raising capability approval process
® New wwvestment and exit decisions ® Access {o hew Investment opporturities B Monthly asset reviews and risk
® Portfolio performance ® Investor capability and investment assessments based on up-to-date reports
= Valuations discipline m Consistent application of detalled valuation
B Asset valuations guidelines and review processes
m Qver exposure to a partcular sector & Monitoning of iInvestment concentration
geography or small number of assets ® Representation by a 3 executive on
® Limited influence over minority the boards of Private Equity investee
investments companies
® Investment performance track record ® mplementation of asset management
m Reputational nsks arising from portfolio (nitiatives
related events ® Responsible Investing guidelines
incorporated into Investment procedures
® Application of vintage cantrol palicy and
asset allocation analysis
T a Liquidity @ Maintaining appropriate levels of hquidity @ Weekly detailed cash flow forecasts
reasury tracked 1 lgquidit
m Jebtlevels and refinancing m Capital adeguacy racked against minimum uquidity
a nd fU nd | ng & Foreign exchange ® Managing debt levels and maturity headroom
B Counterparties profiles ® Monitoning of gross debt against
Credit rating and access to funds target lmits
@ Monitoring of matenal debt maturities

[ ]
® Counterparty management
m Foreign exchange exposure
W |nterest rate exposure

]

Impact of volatility of investment
valuations

within a 12 menth rolling period
Periodic review of currency volatity
ang use of hedging

Use of “plain vaniila” derivatives
where appropriate

Board reviews of the Groups
treasury policy

Operational

m People processes and systems
m Legal and regulatsry compliance
B Reputational

® Resource balance including recrutment
retention and development of
capable people

& Alignment of remuneration and
incentives

| Appropriate systems processes and
procedures

B Adherence 1o tax regulations including
permanent establishment nsk

m Change management

8 Complexity of regulatory operating

environment and ability toinfluence

regulatory change

Potential exposure to itigation

Reputational risks arising from

operational risk incidents

m Exposure to fraud

Business disruption

Framework of core values global policies
a code of business conduct and delegated
authoriies

Detailed policies and procedures
Rigorous statt recruitment vetting review
and appraisal processes

Appropriate remuneration structures
Succession planning

Close monutoring of legal, regulatory and
tax developments by specialist teams
Internal Audit ang Compliance functions
carry cut independent periodic reviews
Business continuity and

contingency planning

Implementation of asset management
Initigtives

Cantrols over information security
confidentiality and conflicts of interest
Anti-fraud programme

Group-wide compensalion review




Key developments
u Continuing uncertain economic conditions
particularty in Asia and Europe

8 Regulatory developments which may impose
additionat costs in particular AIFMD

Management reports

® Interim updates and results annguncements

® Group management report - market review
nvestor relations

® Group risk review

® Review of brand and trends affecting reputation
® Reputational risk log

31 Group ple Annual repert and accounts 2013

Board reporting

W Board - pre-publication
= Board — monthly

® Group Risk Commuttee and Audit and Compliance
Committee - quarterly

® Brand and Values Commuttee - annually

B Brand and Values Committee - three times
per annum

@ Continued challenging market ancg economic
condiions which could impact investment
performance and therefore strategic delivery

u Continued caution on the part of third-party
investors to commit to new funds

& Emergence of activist shareholders

& Group management repert —financial
performance and strateqic progress dashboards

& New business propasals and business cases

& Group risk review

® Strategic plan and updates

m Board — monthly

® Board - as required

m Group Risk Cormmittee and Audit and Compliance
Committee - guarterly

® Board - annual update or refresh

1 Reduced Private Equity investment levels owing
to a selective and measured approach to new
Investments

& Continuedimpact of current economic

ervironrnent on the growth of Private Equty

portfoln companies earnings and level of actity
in European debt markets

Subdued M&A rmarket conditrons

Valuations Comnmittee report

Group management report — portfolto update fund
performance new investments

Long-term vintage performance update

Periodic business updates

Monthly portfolto momitering dashboard

Portfalio overview (including ESG matters)

& Group risk review

u Valuabions Committee and Board - quarterly
m Board - quarterly

| Board - two times per annum

@& Board - as reqtired

& Board - monthly

® Group Risk Commuttee and Audst and Campliance
Commitiee - two times per annum

8 Group Risk Committee and Audit and Compliance
Commuttee - quarterly

u Continued uncertainty within the Eurozone

= Increase in currency volatility

B Reduced gross debt levels

®m Reducing derivative hedging programme aver time

& Group management report — key finangial
highlights #inancia! performance capital zdequacy
® Group risk review

Annual budget {and rebase)

Financial forecasts

Ad hoc reporting on key treasury matters
Capital adequacy

& Board - monthly

@ Group Risk Committee and Audit and Compliance
Commuttee = quarterly

| Board - two times per annum

@ Board - three times per annum

® Board - as required

@ Group Risk Committee and Audit and Compliance
Committee - quarterly

m Further acquisitions in the Debt Management
business requinng (integration

B Changes in applicable tax and regulatary
requirernents eg AIFMD

® Downsizing in response to business needs
and to manage costs

& New outsourcing arrangements
eq 1T services

w New IT system implementations

8 Risk log summary
& Group risk review
| Litigation summary

u Review of Jivalues
Compliance update reports

u internal control effectiveness review

m Group Risk Committee and Audit and Compliance
Committee — quarterly

® Group Risk Commuttee and Audit and Compliance
Committee - quarterty

m Group Risk Committee and Audit and Compliance
Comrmttee - quarterly

& Brand and Yalues Commuttee - anaually

m Group Risk Comrmittee and Audit and Compliance
Committee - quarterly

& Group Risk Committee and Audit and Compliance
Committee - annually

nsty



54

3iGroup plc Annual report and accounts 2013

Corporate responsibility

Our approach and values

For 3), corporate responsibility 1s about
being a responsible investor, as well

as a responsible company We take
responsibility for our actions, carefully
consider how others will be affected by
our choices and ensure that our values
and ethics are integrated into our formal
business policies, practices and plans

Qur approach to corporate responsibility 1s underpinned by our values
of ambition, courage responsibility, collaberation and integrity which
together commit us to doing the right thing in the right way

All employees have a responstbility to be aware of, and to abide by,
315 policies and procedures which have been developed to guide staff
and regulate the conduct of the day-te-day operations of the business
These policies and procedures include 3i1s environmental, ethicat and
social policies, which set out @ number of common sense operating
principles to guide staff and to underpin 315 values and its reputation
for acting with integrity ethically and within the law These policies are
available to all employees through 3is portal a web-based knowledge
system Employees are encouraged to make suggestions to improve
our policies and procedures These recommendations are formally
reviewed and updated where appropriate, on an annual basis

Organisation and governance

31 has a policy of seeking to comply with established best practice

in the field of corporate governance The Board has adopted and
promotes corporate values and Group standards, which set out the
behaviour expected of employees in their dealings with shareholders,
customers, colleagues, suppliers and others who engage with 3i

Brand and Values committee

The Board s Brand and Values Committee oversees the Group s brand,
corporate values, reputation ethical approach and behaviours,
together with its approach to corpoerate responsibility, and considers
and provides recommendations and advice to the Board on broad
strategy, positroning and standards concerring the Company s values
and reputation

The Brand and Values Commtttee compnises Sir Adrian Montague
{Charman} Simon Barrows (Chief Executive) and Kevin Dunn
(Genera! Counsel and Company Secretary) together with two

or more non-executive Directors determined by the Board from
time to tme Relevant other members of the Executive Commuittee
are also invited to attend meetings, as required

Our people

A spirtt of co-operation 15 encouraged to ensure the highest
standards of integrity and professionalism Fair and open
communication s a high prionty

31 has comprehensive global and regional policies to help ensure
that emnployees treat their colleagues and others with courtesy
and respect

Training and development

We encourage the continuous developrment of our staff with the
objective of maximising both the overall performance of the business
and their career potential We aim to ensure that our working
environments are attractive and stimulating places to work

Compliance training

It1s a legal and regulatory requirement that all executives involved
In making or managing mvestrment transacticns recewve anti-meney
laundering traiming and periodic refresher training

Cur Compliance team has developed a series of e-based training
courses including financial crime, anti-bribery confidential
information and regulatory refresher/induction training It 1s
mandatory for all staff to complete and pass these courses

Health and safety

Promotton of health and safety at work is an essential responsibility
of managers and staff at all levels, as 1s working safely

At 31, we ensure staft can go about their everyday business at 3is
offices safely and without risks to their health We have a good record
and our high standards of health and safety apply to all our
employees, visitors, clients and contractors

We have redesigned our workstation training and assessment
software making it more interactive and relevant to employees
All new employees are asked to complete the training and
assessment programme

We ensure we have competent health and safety advice, and regularly
monitor how well we are performing

For further details of our Health and Safety poticy please visit the
CR secticn of our website at www 31 com/corporate-responsibility




Environmental, Social and
Governance standards

Risk management

315 nsk governance framework provides a structured process to
oversee the identification assessment and approach to mitigation

in respect of those risks which could materially impact the Groups
financial performance and/or the achievement of the Groups strategic
objectives This includes risks with an environmental, social and/or
governance aspect

Our principal risks and nsk management process are explained on
pages 50 to 55 of this Report Details can also be found in the Pillar 3
disclosures onour website www 31 com The maost significant
corporate responsibility related risks anising from our iInvestment
activity relate to environmental ethical, governance and social issues

We believe that companies with high environmental, socral and
governance standards ( ESG ) are typically better run, have fewer
business risks and ultimately deliver better value

Responsible investing

We are signatories o the UN Principles for Responstble Investing ("Rl )
and have embedded Rl policies and procedures in our investment and
i our portfolio company review processes The Beard, through both
its Brand and Values Cormmittee and its Audit and Compliance
Committee receives regular updates on Rl policy and procedure,

and compliance with it, as well as broader reputational risks arising
from our investment activities

The environment

We endeavour to minimise our impact, wherever possible, and have
established procedures to reduce our environmental footprint

In London whichis where the majority of our employees are based
the carbon intensity per employee has reduced by 57% compared
with the previous year Our procedures include

= powering off lghts computers and other equipment during
evenings and weekends,

m recycling office waste and

® rationalising business travel through a set of clear guidelines
Cur trave! policy clearly states that people should only travel
when the use of alternate conferencing methods does not meet
business needs

3iGroupplc Annual report and accounts 2013

tn the year to 31 March 2013 our reparted emissions were
2000 29 tCO2e 31 reduced total carbon emissions by 951 87 tCOze
from the year 1 April 2011 to 31 March 2012 a reduction of 32%

This significant reduction in emissions can be attributed principally

to the overall reduction in staff numbers during the year, a reduction
in business travel, closure of offices and rationalisation of services

w1 the Palace Street office For example the Palace Street office has
achieved significant carbien reductions by lowering bullding emissions
by 58% {549 03 tCOze), mainly due to the removal of gas sources frorm
the site in May 2012 For a breakdown of emissions by source for the
year to 31 March 2013, please wisit the CR section of our website at
www 31 com

315 employees attach importance to working for a company which
acts responsibly on environmental matters Since the beginning

of 2013 our Palace Street office has taken part in a sustainability
project in comunction with our landlords, Land Securities, and Planet
First an organisation which supports businesses in improving their
sustainability performance The prograrmme has a different focus
each month covering the environmental impacts of how we source our
food, consume water and energy i our buildings and use transport

Transparency

We take an open and straightforward approach to doing business

Our Annual and Half-yearly reperts and our website www 31 com
provide significant disclosure an 31 and on our underlying investments

Prompt payment code

Ouring the year, 31hecame a signatory of the Prompt Payment Code
The Code encourages and promotes best practice between
organmsations and their suppliers Signatories to the Code commut

to paying their suppliers within clearly defined terms and to ensuring
there 15 a proper process for dealing with any 1ssues that may anse
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Corporate responsibility

Community

We focus our charitable activities on the disadvantaged, on young
people and on education Charties are supported on the basis of their
effectiveness and impact

Our chantable gwing for the year to 31 March 2013 totalled £198,000
We match employees fundraising and tn the UK we promote the Give
As You Earn scheme, administered by the Charities Aid Foundation

Logo removed

The Passage which is based very near to our Lendon office has

a high impact on the tocal community 3i funds The Passages
education, training and employment department which provides
homeless and insecurely housed people with support to find a way
back into employment and explore training and educational options

Logo removed

Enterprise Education Trust was founded by 31 35 years ago and
we have supported the charity as it has grown and developed
The Trust focuses on improving the finanoial iteracy of 16 to

19 years clds raising therr aspirations and attainment levels with
a particular focus on business preparing them for further and
htgher education training and employment and promoting links
between schools and businesses

Logo removed

Community Links 15 based in Newham one of the most deprived
boroughs in London Community Links provides “early action” work,
which includes running youth ¢lubs and safe play areas, through

to providing advice on debt, welfare benefits, form filing etc

[t aiso carries out specialist ntervention work when people are
expenrencing severe prablems such as exclusion frem school

and prolonged periods of unemployment

Logo removed

Historic Royal Palaces is an independent chanity that looks after
the Tower of London, Hampton Court Palace, the Banqueting House,
Kensington Patace and Kew Palace 31 helps fund the Outreach and
Community Involvement team 1n Kensington Palace which works
with the local community to engage them in sctivities in and around
the Palace Despite Kensington & Chelsea being one of the
wealthiest boroughs in the UK, it also contains pockets of
substantial deprivation The team engages with the tocal
community In a number of ways including illustrated talks,
storyteling and practical workshops and works wath a vanety

of groups, including elderly people young pecple not in education
employment or training, children from disadvantaged backgrounds
and the disabled It also provides the use of community rooms
within the palace for local groups lo develop their own activities

Bridges Ventures

Logo removed

3115 proud to be a founding investor in Bridges Ventures a privately
owned UK venture capital company with a social mission

Bridges was founded in 2002 and has since made equity
investments totalling over £77 million in 35 businesses employing
1,693 people, almost 240 of whom came out of unemployment

tn Decernber 2011 3iinvested £5 milhion into Bridges Ventures
Fund Il bringing 31 5 total commitment to over £7 million

Give As You Earn
In the UK, we promote the Give As You Earn scheme, administered
hy the Charities Al Foundatwon

Subject to anindividual cap (currently £400 per menth) and a monthty
cap of £10000 in aggregate, 31 currently matches amounts denated
by UK staff under the Give As You Earn scheme

Fundraising events

31 has a policy of matching the amount raised by UK staff through
spanscrship by family and friends of their fundraising efforts for
UK registered charities

External benchmarking

31 has been a member of the Dow Jones Sustamability World Index
{ DJSt ) since 2002 and has been reporting to the Carbon Disclosure
Project {an independent not-for-profit organisation working to drive
greenhouse gas emissions reduction and sustainable water use by
business and cites) for the last seven years




Governance
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€€ The Board has been very focused on strategy and
delivering clear and measurable improvement in

shareholder returns. yy

Image Removed

Sir Adrian Montague
Chairman

This section of the report describes how
311s governed and managed it explains
how the Board 1s organised and operates,
including the roles and composition of
each of its Committees, and provides
details on our Board and Executive
Committee members It also explains
the division of responsibilities between
the Directors, including between the
Chairman and Chief Executive This
section aiso includes the Directors’
remuneration report

Introduction

Good corporate governance 1s fundamental to 31 and its activities
Governance and oversight of the Group s business model and strategy
are critical to the delivery of value to the Group s stakeholders This 1s
more iImportant than ever given the current challenging and uncertan
economic environment that the Group faces and the changing
regulatory landscape across our sector

The Board 1s responsible to shareholders for the overalt management
and oversight of the Group and for its long-term success In particular,
the Board 1s responsible for agreeing the Group s strategy, monitoring
financial perfermance setting and monitoning the Groups nisk
appetite and maintaining an effective system of internal controls

It 15 the Board s responsibility to ensure that the Group has a clear
strategy and that the necessary people resources and structures
are in place to support the delvery of this strategy

Appointment of the Chief Executive

Ouring the last year, & key role of the Beard was the appointment of a
new Cheef Executive of 31 Followmng the announcement in March 2012
of Michael Queen s intention to resign as Chief Executive, the Board
consulted with shareholders regarding the process to select Michael s
successor The Nominations Commutiee and the Board followed

a rigorous process that considered a strong field of both external

and internal candidates This culminated in the appointment on

17 May 2012 of Simon Borrows as 31 s new Chief Executive with

a strategic mandate from the Board to pursue a clear and concrete
set of measures to maximise shareholder value over the longer term

The key areas of immediate focus for the strategic review of the
business were as follows

= determining the best shape and investment strategy for the
business going forward

s improving the consistency and discipline of the Group s asset
management approach and ensuring that the Group s iInvestment
capahilities were of a high quality, and

= ensuring that the operating cost base and higuidity costs were
consistent with the Group s Investment and asset management
strategy and with the prudent maintenance of the balance sheet

On 29 June 2012, following the strategic review the future strategy for
Jiwas announced The Board continues to meet regularly to review
discuss and debate the Group s strategic objectives and its progress
towards achieving these As part of this 1in December 2012, the Board,
together with members of the Executive Committee, met for a full day
to review and discuss progress against the Groups strategy
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Board of Directors and Executive Committee

Board of Directors

Image Removed Image Removed lmage Removed Image Removed
Sir Adnan Montague Julia Wilson Alistair Cox Willem Mesdag

Image Removed Irmiage Removed Image Removed Image Removed
Simon Borrows Jonathan Asquith Richard Meddings Martine Verluyten
Chairman Non-executive Directors Richard Meddings

Non-executive Director since 2008 and Senier

Sir Adnan Montague Jonathan Asquith Ingependent Director since Octaber 2010 Group
Chairman Non-executive Director since March 2011 Chairman Finance Director of Standard Chartered PLC since

Chairman since 2010 Chairman of Anglian Water
Group A non-executive director of Aviva ple Skanska
AB and CellMark AB

Previous experience

Chairman of Michael Page Internationat plc London
First Friends Provident PLC British Energy Group PLC
Cross Lendon Rail Links Ltd ICrossralll and Deputy
Chairman of Network Rail and the UK Green
Investment Bank plc

Executive Directors

Simon Borrows

Chef Executive

Chief Executive since May 2012 and an Executive
Director since he joined 31 in October 2017 Charman
of the Group Risk Commitiee the Executive Commuittee
and the Group s Investment Committee Alsc a
non-executive director at Inchcape pic and The British
Land Company Public Lirmited Company

Previous expenence

Formerly Chairman of Greenhill & Conternational LLP
having previousty been Co-Chief Executive QFficer

of Greenhill & Co Inc Before founding the European
operations of Greenhull & Coin 1998 he was the
Managing Director of Baring Brothers

International Limited

Julia Wilsen

Group Finance Director

Group Finance Director and member of the Executive
Committee since 2008 A member of the Groups
investment Cornrrittee since July 2012 Joined 3

1n 2006 as Deputy Finance Director with respensibiby
for the Groups finance taxation and treasury
functions Also a non-executive director at

Legal & General Group Plc

Previous expenence

Group Directer of Corporate Finance at Cable &
Wireless ple

of AXA Investrment Managers and Dexion Capiial ple
Anon-executive director of Citibark International plc
and Citigroup Global Markets Limited

Previous experience

Non-executive director of Ashmore Group ple
2008-2012 Executive director of Schroders plc
from 2002 untd 2008 duning which tme he was
Chief Financial Officer and later Vice-Chairman
Previously spent 18 years in investment banking
with Morgan Grenfell and Deutsche Bank

Abistair Cox
Non executive Director since 2009 Chief Executive
of Hays plc

Pravious experiance

Chief Executwve of Xansa plc from 2002 to 2007 and
Regional Pres:dent of Asia and Group Strategy Director
at Lafarge {formerty Blue Circle Industries) between
1994 and 2002

2004 having Joined the Board of Standard Chartered
PLC as a Group Executive Director in 2002 A member
of the Governing Councit of the International Chamber
of Commerce United Kingdom

Previous experience

Chief Operating Cfficer Barclays Private Clients Group
Financial Controller at Barclays PLC and Group
Finance Drrector of Woolwich PLC

Willem Mesdag
Non-executive Director since 2007 Managing
Partner of Red Mountain Caputal Partners LLC

Previous experience
A Partner and Managing Director of Goldman
Sachs & Co

Martine Verluyten

Non-executive Director since January 2012 A
non-exacutive director of Thomas Cogk Group ple
STMicroelectromes NV ang Groupe Bruxelles Lambert

Previcus experience

Chief Financial Officer of Umicore a Brussels-based
listed materials technology group from 20046 to
December 2011 Before joining Umicore was Group
Controller ang then Chief Financial Officer of Mobistar




Executive Committee
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Image Remaved Image Removed Image Removed
Menno Antal Jeremy Ghose Cressida Hogg

Image Removed Image Removed Image Removed
Kevin Dunn Alan Giddins Ben Loomes
Executive Committee
Menno Antal Alan Giddins

Managing Partner Private Equity
A member of the Executive Committee and the Groups
Investment Commuttee since 2010

Previcus experence

Joined 3110 2000 and Managing Director Benelux
since 2003 Prior to joining 31 held a broad range of
international managenal positions within Heineken

Kevin Dunn

General Counsel, Company Secretary and
Head of Human Resources

Responsible for 31 s legat compliance internal audit
human resources and company secretarial functions
A rmember of the Executive Comrmitiee since jeining
3tin 2007

Previous experience

Prior to joining 31 was a Senior Managing Director
running GE s European Leveraged Finance business
after serving as European General Counsel for GE
Prior to GE was a partner at the law firms Travers
Smith and Latham & Watkins

Jeremy Ghose

Managing Partner and CEO of 3i

Debt Management

A member of the Executive Commutiee since joiring
31in Februeary 2047 on 315 acquisiion of Mizung
Investment Management (UK) Limited from Mizuho
Corporate Bank

Previous experence

Prior tojoining 31 was with Mizuho Corporate Bank
{formerty The Fuj Bank} since 1988 and on its
executive board since 2005 Founder of Mizuhes
Leveraged Finance business in 1988 and of the
third-party independent debt fund management
business n 2005

Managing Partner, Private Equity
A member of the Executive Committee and the Group s
Investment Committee since 2010

Previous experience

Joined 311n 2005 Prior tojoining 31 spent 13 years in
investment bankong tatterly as a Managing Oirector
at Scciété Générale

Cressida Hogg

Managing Partner Infrastructure

A member of the Executive Committee and the Groups
Investment Cormmuttee since 2010 Responsible for

the Infrastructure business line and for leading the
adwisory relationship with the independent Board of
3iInfrastructure ple

Previous expersence

Joned 3iin 1995 Co-founded 31 s infrastructure
business in 2005 and became Managing Partner
Infrastructure in 2009

Ben Loomes

Group Strategy Director

A member of the Executive Committee and the Groups
Imvestment Commuttee since July 2012

Previous experence

Joined 31in April 2012 Pruor to joining 31 was an
Executive irector within Margan Stanley s UK
investment banking business and before that was a
Principal of Greenhill & Co International, focusing
on European mergers and acquisitions financing
adwisory and restructuring Began career at
Goldman Sachs International within its European
investment banking dwision
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Board and Committees

Board and Committees structure

i 15 the Board s responsibibity to ensure ihat there 1s an effective
orgarisational and reporting structure in ptace such that there

are clear reporting lines within the Group and well defined roles and
responsibilites This 1s to ensure that the night decisions are being
made with involvement from the right people

The Board I1s assisted by various standing Committees of the Board
which report regularly to the Board In undertaking s duties, the
Board delegates certain authorities and decisions to its Commitiees
The Board commuttee structure, including a summary of the roles and
composition of the Committees, is outlined In the diagram on page 63
The membership of these Committees 15 regularly reviewed by the
Board When considering Board Commuttee membership and
chairmanship, the Board aims to ensure that undue reliance 1s not
placed on particular Directors

These Board Committees all have ctearly defined terms of reference
The terms of reference of the Audit ang Compliance Commitiee,

the Brand and Values Committee the Nominations Commuttee

the Remuneraticn Committee and the Valuations Committee are
available at www 31 com

Day-to-day management of the Group 1s the respensibility of the
Chief Executive To assist humn this role, the Chief Executive has
established a number of additional Committees These are also
outlined in the diagram on page 63

As part of the new sirategy announced in June last year, the Groups
organisational structure has been simplified and processes have been
streamlined A number of committee structures were rationalised in
order to reduce organisattonal complexity and to enable better and
more efficient decision-making A new leadership team, the Executive
Committee was established by the Chief Executive as the principal
day-to-day decision-making body for the management of the Greup

A new Group Investment Committee was also put in place, responsible
for the acquisiion management and disposal of investments

How the Board operates

The Chairman 1s responsible for leadership of the Board and ensuring
its effectiveness He 1s also responsible for organising the busmess of
the Board and setting its agenda In addition to the Chairman, there
are currently five independent non-executive Directors who have
arange of strong and complementary skilis

The table set cut on page 69 provides details of attendance at full
meetings of the Board and its Committees during the last vear

In addition to those full meetings a number of ad hoc meetings
were held to deal with specific items as they arose

Priar to each full meeting of the Board and its Committees, and as
required for ad hoc meetings, relevant reports and papers including
financizl performance data and detailed updates on the progress and
implementation of the strategic plan where appropnate, are crrculated
toDirectors

The Board has the opportunity to discuss these reperts and updates
and to challenge directly the Executive Directors and other sericr
management who attend all or part of the Board meetings

The key responsibilities and areas of focus for the Board are

m Strategy - contribute to the development of, and agree, the Groups
strategy This includes through rewiew and discussion of reports
and updates at Board meetings as well as through the annual
strategy review meeting which 1s attended by the Board and
members of the Executive Committee

m Group financial and operational performance - review and
monitor the performance of the Group, including through regular
reporting and discussicns with the Executive Committee and other
senior managernent

® Sentor management — ensure that the Executive Committee has
the skills and resources to deliver the strategy and that appropriate
succession and contingency planning 1s in place

Evaluation and compaosition — review the performance of the Board
and its Committees to ensure that they are effective Ensure that
the Board and its Commuttees comprise competent and capable
individuals with a range of skills and experience who bring
independent views 1o the decisions being made

# Internal controls — maintain an appropriate internal control
framework

m Risk - ensure that there are effective risk management policies
and processes in place and an appropriate governance structure

To help the Board discharge its duties, it has approved a formal
schedule of matters reserved to it and its duly authorised Committees
for decision This i1s described on page 6% Matters delegated by the
Board to management include implementatien of the Board approved
strategy day-io-day management and operation of the business,

the appaintment and remuneration of all staff below the Executive
Commuttee and the formulation and implementation of risk
management policies and processes
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Overview of Committees of the Board and Chief Executive

31 Group plc Board
Board level Committees
Audtt and Compliance Remuneratton Brand and Values Nominations Valuations
Committee Committee Committee Commuttee Committee
Director and sentor Board appointments,
management Corporate values, and size balance

Financial reporting remuneration and Group ethical approach and composition Valuation policy and
risk and internal controls remuneration structure brand and reputation of the Board investment valuations
Richard Meddings Jonathan Asquith Sir Adrian Montague Sir Adrnian Montague Willem Mesdag
{Chairman) {Chairman) {Chairman} (Chairman) ({Chairman}
Jonathan Asquith Alistair Cox Simon Borrows Jonathan Asquith Sir Adrian Mentague
Alistair Cox Willem Mesdag Kevin Dunn Simon Borrows Simon Borrows
Martine Verluyten All non-executive Directars Alistair Cox Juliz Wilson

arenvited to attend and Richard Meddings

participate i the Willem Mesdag

Commuttee s meetings Martine Verluyten

Chief Executive
Chief Executive’s Committees
Executive Committee Investment Committee Group Risk Committee Conflicts Commuttee

Principal deciston-making body In Acqusition, management Oversees the Groups nsk independent review

respect of managing the business

and disposal of investments

management framework

of conflict Issues

Simon Borrows (Chairman)
Julta Wilsen

Menno Antal

Kevin Dunn

Jeremy Ghose

Alan Grddins

Cressida Hogg

Ben Loomes

Stmon Borrows (Chairman)
Julra Wilsen

Menno Antal

Alan Giddins

Cressida Hogg

Ben Loomes

fan Lobley (Senior Private
Equity Partner}

Simon Borrows (Chairman)
Julia Wilson

Menno Antal

Kevin Dunn

Jeremy Ghose

Alan Giddins

Cressida Hogg

Ben Loomes

Director, Group Compliance
Director Internal Audnt

Kevin Dunn {Chairman)
Julia Wilson
Ben Loomes
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Division of responsibilities

The table below summarises the division of responsibilities between the Directors, including the Chairman and

Chief Executive, which has been approved by the Board

Role of the Chairman Role of the Chief Executive

Role of non-executive Directors

® Leads the Board in setting its agenda,
agreeing strategy, monitoring financial
and operational performance, and
establishing the Group s risk appetite

& Direct charge of the Group on a day-to-day
basis and I1s accountable to the Board for
the financial and operational performance
of the Group

» Responsible for organising the business
of the Board, ensuring its effectiveness
and maintaining an effective system of
internal contrels

n Leads the Executive Committee to develop
and implement the Group s strategy and
manage risk and the internal control
framework

m Ensures that non-executive Directors
receive relevant and accurate nformation
to facilitate an open and effective
discussien This includes ensuring that the
non-executive Directors receive regular
reports on shareholders views on
the Group

» Reports to the Board on financial and
operational performance and progress
in delivering the strategic objectives

a Regularly engages with shareholders
and other key stakeholders on the Groups
activities and progress

a Responsible for the composition of the
Board and facilitates the effective
contribution of non-executive Directors and
constructive relations between Executive
and non-executive Directors

» Scrutinise the performance of
management in meeting agreed chjectives
and monitor the reporting of performance

Seek assurance on the mtegrity of the
financial Information and that financial
controls and systems of risk management
are robust and defensibte

u Determine appropriate levels of
remuneration for Executive Directors and
have a prime role in appointing Directors
and in succession planning

m Constructvely challenge and help develop
proposals on strategy, this occurs at
meetings of the Board, and in particular at
the annual review meeting to discuss
ongoing strategy the most recent of which
took place in December 2012

Effectiveness

Duning the year the Board conducted its annual evaluation of its own
performance and that of its Committees and mdividuzal Directors
The process was led by the Chairman and externally faciitated

by Dr Tracy Long of Boardroom Review Limited The results of the
evaluation process were reported to, and discussed by the Board

The Board perfarmance evaluatton considered the overall functioning
of the Board inclding how discussion on key topics could most
effectively be encouraged and managed the culture of the
organisation and how non-executive Directors could bath further
in¢rease thetr knowledge of the Group s investments and engage
further with the Group s investment business without impinging on
areas delegated to management Recent enhancements to regular
Board reports were agreed to have improved the Board s insight into
day-to-day performance of portfolio companies, and it was decided
all non-executive Directors would attend each year a number of
management s regular internal in-depth review discussions on
individual portfolio companies Further oppoertunities were identified
for non-execuiive Directors to engage with the teams which manage
the Groups Investments

The Board evaluation process also included consideration of the size,
balance and compoasition of the Board including its diversity, including
as to gender

In his role as Senior Independent Director, Mr R H Meddings ted
a review by the Directors of the performance of the Chairman and
subsequently reported back to the Board
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Statutory and corporate governance information

Principal activity of the Group

The Group 1s an international investor focused on private equity,
infrastructure and debt management, nvesting i Europe Asia
and the Americas

Group investment policy
s investment policy which as a closed-ended investrment fund
it1s required to publish, Is as follows

= 3115 an investment company which aims to provide its shareholders
with quoted access to private equity, infrastructure and debt
management investment returns Currently, its main focus is on
making quoted and unquoted equity and/or debt investments in
businesses and funds across Europe, Asia and the Americas
The geographies economic sectors funds and asset classes in
which 31 invests continue to evelve as opportunities are wdentified
Proposed investments are assessed indiwidually and all ssgruficant
investments require approval from the Groups Investment
Committee Overall investment targets are subject to pertodic
reviews and the investment portfolio 1s also reviewed to monitor
exposure to specific geographies economic sectors and
asset classes

» 3iseeks to diversify risk through significant dispersion of
investments by geography, economic sector asset class and size
as well as through the matunity profile of its investrent pertfolio
In addttion, although 31 does not set maxtmum exposure limits for
asset allocations, no more than 15% by value of 315 portfolio can
be held in a single investment

m Investments are generally funded with a mixture of debt and
shareholders funds with a view to maxirnising returns to
shareholders, whilst maintaining a strong capital base 315 gearing
depends not only on its level of debt, but alsc on the impact of
market movements and other factors on the value of its
investments The Board takes this into account when, as required,

It sets a precise maximum level of gearing The Board has therefore
set the maximum level of gearing at 150% and has set no minmum
level of gearing if the geanng ratra should exceed the 150%
maxtrnurn irmit the Board will take steps to reduce the gearing ratio
to below that lmit as soon as practicable thereafter 3t1s committed
to achieving balance sheet efficiency

During the year, the Company has continued its approach of
conservative balance sheet management The Board recognises

the current need to manage Liguidity and gross and net debt levels

on a conservative basis such that the Company should be well-placed
to deal with external events take advantage of opportunities and
manage its investment and divestment activities in a flexible manner
The Board has decided that net debt should not currently exceed

£1 bilbion and may at times be sigrificantly below this imit

As a consequence gearing, which s a function of both net debt

and asset values 1s expected to be in the range of 0%-30% for the
immediate future It should be noted that (subject always to the
formal gearing lirmit in the Company s iInvestment policy statement set
out above) the actual geaning level at any paint in time wall fluctuate
sinee it is & function of, among other things asset valuatons and the
tirming of mvestment and realisation cash flows The Board anticipates
that the Company may be 1n a net cash position during certain periods
{fer example during periods of hugh valuations where realisations
mught be expected to exceed investment) but may have net debt in
other penods {for example where valuations are relatively low or after
periods of low return flows)

Tax and investment company status

The Company Is an investment company as defined by section 833
of the Companies Act 2006 HM Revenue & Customns has approved
the Company as an investment trust under section 1158 of the
Corporation Tax Act 2010 and the Company directs its affairs to
enable it to continue to remain so approved

Regulation

3i1Iinvestments plc, 31 Debt Management Investments Limited,

31 Europe plc and 31 Nordic plc, subsidianes of the Company are
authorised and regulated by the Financial Conduct Autharity under
the Finangial Services and Markets Act 2000 Where applicable
certain Group subsidiaries businesses outside the United Kingdom
are regulated locally by relevant authorities

Management arrangements

31 Investments plc acts as Investrment manager to the Company
and certain of its subsidiaries Contracts for these investment
management and other services, for which regulatory authorisation
1s required provide for fees based on the work done and costs
incurred in providing such services These contracts may be
terminated by either party on reasonable notice

31 ple provides the Group with certain corporate and administrative
services for which no regulatory authonsation 1s required, under
contracts which provide for fees based on the work done and costs
incurred in providing such services together with a performance fee
based on realised profits on the sale of assets

Results and dividends

Jotal comprehensive Income for the year was £373 million (2012
£(658) million) An interim dividend of 2 7p per ordinary share in
respect of the year to 31 March 2013 was paid on 9 January 2013

The Directors recommend a final dividend of 5 4p per ordinary share
be paid in respect of the year to 31 March 2013 to shareholders on the
Register at the close of business on 21 June 2013

The trustee of The 3t Group Employee Trust ("the Employee Trust')
has warved (subject to certain mingr exceptions) dividends declared by
the Company after 26 May 1994 on shares held by the Employee Trust

Business review

The Group s development during the year to 31 March 2013 its
position at that date and the Groups likely future development are
detalled in the Chairmans statement, the Chief Executive s review
and the Business review

45

2IULLIAAOY



&6

31Group plc Annual report and accounts 2013

Statutory and corporate governance information

Share capital

The 1ssued share capital of the Company as at 31 March 2013
comprised 971,405,127 ordinary shares of 73 "%z2p each and
4,635 018 B shares {cumulative preference shares of 1p each),
representing $999% and 0 01% respectvely of the Companys
1ssued share capital by nominal value

Ordinary shares

The issued ordinary share capital of the Company as at 1 Apnil 2012
was 971,069,281 ordinary shares and increased over the year to
31 March 2013 by 335 846 ardinary shares on the 1ssue of shares
to the trustee of the 31 Group Share Incentive Plan At the Annual
General Meeting { AGM }on 29 June 2012, the Directors were
authonised to repurchase up to 97,000,000 ordinary shares in the
Company (representing approximately 10% of the Company s 1ssued
ordinary share capdal as at 16 May 2012} until the Company s AGM
in 213 or 28 September 2013, if earlier This authority was not
exercised in the year

B shares

The 1ssued B share capital of the Company as at 7 April 2012 was
4,635,018 B shares No B shares were issued in the year to 31 March
2013 At the AGM on 29 June 2012 the Directors were autherised
to repurchase up 1o 4 635 018 B shares in the Company until

the Company s AGM in 2013 or 28 September 2013 1f earlier

This authonity was not exercised in the year

Directors’ interests

In accordance with FCA Listing Rute 98 4(R)(1} interests of Directors
and their connected persons In the shares of the Company (in respect
of which transactions are notifiable to the Company under FCA
Disclosure and Transparency Rule 31 2(R)) as at 31 March 2013 are
shown below

Ordsnary shares Bshares
Sir Adrian Montague 70,772 0
JP Asquith 5,000 0
S ABorrows 8,238,245 0
AR Cox 17400 0
R H Meddings 20,960 0
W Mesdag 339,053 0
M G Verluyten 2500 0
JS Wilson 65949 1,038

The share interests shown for Mrs ) S Witson include shares held

in the 31 Group Share Incentive Plan The share interests shown
exclude share option and long-term share awards detailed in the
Directors remuneration report From 1 April 2013 to 10 May 2013

Mrs J S Wilson became interested in an additonal 111 ordinary shares
and there were no other changes to Directors share interests

Debentures

As detailed 1n note 21 to the Accounts, as at 31 March 2013
the Company had tn 1ssue Notes 1ssued under the 31 Group plc
£2,000 million Note Issuance Programme

Directors’ conflicts of interests

Directors have a statutory duty to avoid conflicts of interest with the
Company The Company s Articles of Association enable Directors
to approve conflicts of interest and include other conflict of interest
provisions The Company has implemented processes to wdentify
potential and actual conflicts of interest Such conflicts are then
considered for approval by the Board, subject, If necessary to
appropriate conditions

Directors’ indemnities

As permitted by the Company s Articles of Association, the Company
has maintained Qualifying Third-Party Indemnity Provisions

(as defined under relevant legislabion) for the benefit of the
Carmpany s Oirectors throughout the year

Employment

The pelicy of the Group 1s ene of equal opporturuty in the selection
training career development and promotion of employees regardless
of age gender sexual onentation, ethnic origin, religion and whether
disabled or otherwise

31 treats applicants and employees with disabilities equally and fairly
and provides facilities, equipment and traiming to assist disabled
employees te do their jobs Arrangements are made as necessary
to ensure suppart to job applicants who happen to be disabled and
who respond to requests to inform the Cornpany of any requirements
Should an employee become disabied during their employment,
efforts would be made to retain them in their current employment
or to explore the opportunities for their retraining or redeployment
with:n 31 Financial support 15 also provided by 31 to support disabled
employees who are unable to work, as appropriate to local

market conditions

31s pnincipal means of keeping in touch with the views of its
employees 15 through employee appraisals, informal consuliations,
team briefings, and staff conferences Managers throughout 31
have a continuing responsibility to keep their staff fully informed

of developments and to communicate financial results and other
matters of interest This 1s achieved by structured communication
including regular meetings of employees

Juis an equal opporturuties employer and has clear grievance and
disciplinary procedures in place 31 also has an employee assistance
programme which provides a confidential free and ndependent
counselling service and 15 available to all staff and their families

in the UK

Jis employment policies are designed to provide a competitive reward
package which will attract and retain high quality staff whilst ensuring
that the relevant costs remain at an appropriate level

Remuneration policy 1s reviewed by the 31 Group plc Remuneration
Commuttee comprising 31 Group ple non-executive Directors

3is remuneration policy 1s influenced by 3i's financtal and ather
performance conditions and market practices in the countries in
which it operates All employees receive a base salary and are

also eligible to be considered for a performance-related annual
variable incentive award For those members of staff receving
higher tevels of annual variable incentive awards a proportion of such
awards are delivered in 31 shares vestingover a nurnber of years




Where appropriate employees are eligible to participate in 31 share
schemes to encourage employees involverment in 3is performance
Investment executives In the Private Equity business line may also
participate n carried interest schemes which allow executives

to share directly 1n any future profits on investments Similarly,
investment executives in the Infrastructure and Debt Management
business lines may participate (n asset-linked and/or fee-linked
incentive arrangements Employees participate in local state or
company pension schemes as appropriate to locat market conditions

Charitable and political donations

Chantable donations made by the Group in the year to 31 March 2013
amounted to £197 500 Of this approximately 30% was to match staff
chantable giving and fundraising activities and approximatety 70%
was devoted to chanities supporting the young the disadvantaged
and education

In bine with Group pelicy, during the year to 31 March 2013 no
donations were made to polttical parties or organisations, or

independent election candwates, and no political expenditure
was incurred

Policy for paying creditors

The Group became a signatory to the Prampt Payment Code in
the year and its policy IS to pay suppliers in accordance with the
terms and conditions of the relevant markets in which it cperates
Expenses are pard on a timely basis in the ordinary course of
business The Company had no trade creditors outstanding at
the year end The Group had trade creditors outstanding at the
year end representing on average 18 ¢ days purchases

Slgmficant agreements

As at 31 March 2013 the Company was party to the following
agreements that are subject to a renegaehation period on a change
of control of the Company following a takeover bid

{a) £450 million mutt-currency Revolving Credit Facility Agreement
dated 30 June 2011 between the Company 31 Holdings plc
Lloyds TSB Bank plc and 12 other banks Under this agreement
the Company would be required to notify Lloyds TSB Bank plc,
as agent for the banks withinfive days of any change of control
This would open a 20-day negotratton period to determine whether
the Majonty Lenders (as defined in the agreement) would be willing
to continue to make available the faciity and 1f s0 on what terms
Failing agreement and if so required by the Majority Lenders,
amounts outstanding would be repayable and the faciity
cancelled and

(b} £50 mithen multi-currency Revolving Credit Fagility Agreement
dated 29 September 2011, between the Company, 31 Holdings plc
and Nordea Bank Finland PLC London Branch Under this
agreernent the Company would be required to notify the lender
within five days of any change of control This would cpen a 20-day
negotiation period tc determine whether the lender would be
witling to continue the facility and, If 50, on what terms Failing
agreemnent, and If so required by the lender amounts autstanding
would be repayable and the faciity cancelled

31 Group plc Annual report and accounts 2013

Statement of Directors’ responsibilities

The Directors are responsible for preparing the Annual Report and
the Group financial staterments 1n accordance with applicable United
Kingdom law and those international Financial Reporting Standards
[ IFRSs } which have been adopted by the European Union

Under Company Law the Directars must not approve the Group
frnancial statements unless they are satisfied that they present fairly
the financial position financial performance and cash flows of the
Group for that period In preparing the Group financial staternents
the Directors

{2} select sutable accounting policies in accordance with International
Accounting Standard 8 Accounting Policies Changes in Accounting
Estimates and Errors and then apply thern consistently

{b} present information, including accounting policies n a manner
that provides relevant reliable comparable and understandable
informatron,

{c) provide additional disclosures when compliance with the specific
requirements in IFRSs 1s insufficient to enable users to understand
the impact of particutar transactions, other events and conditrons
on the Group s financial position and financral performance

{d} state that the Group has complied with IFRSs, subject to any
matenal departures disclosed and explained in the financiat
statements, and

{e) make judgements and estimates that are reasonable

The Directors have a responsibility for ensuring that proper
accounting records are kept which are sufficient to show and explain
the Group s transactions and disclose with reasonable accuracy at any
time the financtal position of the Group and enable them to ensure that
the Group financial statements comply with the Companies Act 2006

They have a general responsiility for taking such steps as are
reasonably open to them to safeguard the assets of the Group and
to prevent and detect fravd and other irregularities In accordance
with the FCAs Disclosure and Transparency Rules the Directors
confirm to the best of their knowledge that

(a} the financial statements, prepared In accordance with applicable
accounting standards, give a true and fair view of the assets,
tiabitities financial pesition and profit or loss of the Company and the
undertakings inctuded in the consolidation taken as a whole, and

{b} the Directors report includes a fair review of the development
and performance of the business and the position of the Company
and the undertakings mncluded in the consolidation taken as
a whole together with a description of the principal nisks and
uncertainties that they face

The Directors of the Company and their functions are Listed in the
Beard of Directors and Executive Commuttee section
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Statutory and corporate governance mformation

Going concern

The Directors have acknowledged their responsibilities in relation
to the financial statements for the year to 31 March 2013

The Group s business activities together with the facters likely to
affect its future development, performance and position are set out
in the Business review section The financiat position of the Group
Its capital structure gearing and Liguidity positions are described

in the Financial review section The Groupss policies on nisk
management, Including treasury and funding risks are contained
in the Risk section Further details are contained in the financial
staternents and notes including in particular details an financiat
risk management and derwative financial instruments

The Orrectors believe that the Group 1s well placed to manage its
business nisks successfully despite the continuing uncertain economic
cutlook The Directors have considered the uncertainties inherent

n current and expected future market conditions and their possibte
impact upon the financial performance of the Group After
consideration, the Directors are satisfied that the Company has

and will maintain sufficient financial resources to enable it to continue
operating in the foreseeable future and therefore continue to adopt
the going concern basis in preparing the Annual Report and accounts

Audit information
Pursuant to section 418(2) of the Companies Act 2006, each of the
Directors confirms that

(a) so far as they are aware, there 15 no relevant audit information
of which the Company s auditors are unaware, and

(b) they have taken all steps they ought to have taken to make
themselves aware of any retevant audit information and
to establish that the Company s auditors are aware of
such information

Appointment of auditors

In accordance with section 489 of the Companies Act 2006 a
resolution proposing the reappointment of Ernst & Young LLP as the
Company s auditors will be put to members at the forthcoming AGM

Corporate governance statement

This section of the Directors report contains the corporate
governance statement required by FCA Disclosure and Transparency
Rule 72

Corporate governance
Throughout the year the Company complied with the provisions of the
UK Corporate Governance Code {the Code } published by the Financial
Reporting Council in May 2010

The Company’s approach to corporate governance
The Cempany seeks to comply with established best practice in the
field of corporate governance The Board has adopted core values
and globa! policies which set out the behaviour expected of staff

in thear dealings with shareholders, customers, colleagues, suppliers
and others who engage with the Company

The Board's responsibiliies and processes

The Board s key responsibilities are described on page 42 Itis
responsible to sharenolders for the overall management of the Group
and may exercise atl the powers of the Company subject to the
provisions of relevant statutes the Company s Articles of Association
and any directions given by special resolution of the shareholders
The Articles of Association empower the Board to offer allot grant
options over or otherwise deal with or dispose of the Company s
shares as the Board may decide The Companies Act 2006
authonses the Company {o make market purchases of its own
shares If the purchase has first been authorised by a resolution

of the Company

At the AGM in June 2012, sharehclders renewed the Board s authonty
to allot ordinary shares and to repurchase ordinary shares on behalf
of the Company subject to certain imits and also renewed the Board s
authority to repurchase B shares on behalf of the Company subject
tocertain imits Details of the autharities which the Board will be
seeking at the 2013 AGM are set out in the 2013 Notice of AGM

The Articles of Association also specifically empower the Board to
exercise the Comnpany s powers to borrow money and to mortgage
or charge the Company s assets and any uncalled capital and to 1ssue
debentures and other securities



Matters reserved for the Board

The Board has approved a formal schedule of matters reserved to
1t and its duly authorised Committees for decision These include

= Approval of the Group s overall strategy strategic plan and
annual operating budget

m Approval of the Company s half-yearly and annuat financial
statements and changes in the Group s accounting policies
or practices,

» Changes relating to the capital structure of the Company
or its requlated status

=m Major capital projects,

® Major changes in the nature of business operations,

m Investments and divestments in the ordinary course of business
above certamn lmits set by the Board from time to time

m Adequacy of mternal control systems

u Appointments to the Board and the Executive Committee

m Principal terms and conditions of employment of members
of the Executive Commutiee, and

» Changes in employee share schemes and other leng-term
incentive schemes

Matters delegated by the Board to management include
implementation of the Board approved strategy day-to-day operation
of the business, the appointment and remuneration of all executives
below the Executive Commuttee and the formulation and execution

of risk management policies and procedures

A successton and contingency plan for executive leadershipis
prepared by management and reviewed periodically by the Board
The purpose of this plan s to identify suitable candidates for
succession to key senior management positions agree their traming
and development needs, and ensure the necessary human resources
are vy place for the Company to meet its objectives

Attendance at Board and Committee Meetings

3iGroup ple Annual report and accounts 2013

Meetings of the Board

The principal matters considered by the Board during the year
{in addition to matters formally reserved te the Board) included

a The appointment of the new Chief Executive

m The strategic review and cost reduction plans

m The revised strategic model and related KPls

m Resolutions proposed by shareholders for the 2012 AGM

= The budget finangial resources and FX hedging strategy,

m Regular reports from the Chief Executive,

a Regular reports from the Board s committees

u The recommendations of the Valuations Committee on valuations
of investments, and

= The business model and its application by different business ines

Reports and papers are circulated to the Directors in a timely manner
in preparation for Board and Commuttee meetings These papers are
supplemented by information spectfically requested by the Oirectors
from time to time

Performance evaluation

During the year the Board conducted its annual evaluation of its
own perfermance and that of its committees and individual Cirectors
Further details are given on page &4

The tahle below shows the number of full meetings of the Board and its cornmuttees attended by Directors during the year to 31 March 2013
and in brackets, the number of such meetings they were ebgrble to attend In addition to these meetings a number of ad hoc meetings were held

to deal with specific itlems as they arose

Audit and Brand and

Complance  Nominations  Remuneration Valuations Values

Board Committee Committee Cornmittee Committee Committee

Total meetings held 12 6 3 8 4 3

Number attended

Sir Adrian Montague 12(12) - 33 - 41{4) 303
S A Borrows' 12{12) - 1M - 33 3(3)
JSWitson 12012} - - - 4 {4} -
JP Asquith 12{12) 5(6) 303 8(8) - 33
AR Cox 12{12) & (6} 303 8(8) - 3(3P
R H Meddings 12{12) 6 (6) 33 - - 338
W Mesdag 10{12) - 2(3) 8(8) 4 {4} 3(3p
M G Verluyten 12{(12) & (6) 3(3) - - 3@y

M J Queen? 2(3) - - - 141} -

1 Appointed to Valuations Commuitee and Nomimations Cornmittze upon becoming Chief Executive on 17 May 2012

2 Res:gned on 16 May 2012

3 Although not members of the Brand and Vatues Committee each of these nen-executive Directors was inwvited to attend and participate in the Committee s meetings
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Statutory and corporate governance information

Appointment and re-election of Directors

Subject to the Company s Articles of Association the Companies
Acts and satisfactory performance evaluation, non-executive
Directors are appointed for an initial period of three years Before
the third and sixth anniversaries of a non-executve Director s first
appontment the Director discusses with the Board whether

it 1s appropnate for a further three-year term to be served

Under the Company s Articles of Association the minimum number of
Directors 15 two and the maximum 15 20 unless otherwise determ:ned
by the Company by ordinary resclution Directors are appointed by
crdinary resolution of the Company s shareholders or by the Board

Directors retire by rotation at an AGM if they were appointed

by the Board since the preceding AGM, they held office during the

two preceding AGMs but did not retire at erther of them not being
Chairman of the Board, they held non-executive office for a continuous
period of mine years or more at the date of that AGM or they choose

to retire from office Shareholders have the power to remove any
Director by special resolution

Subject to the Company s Articles of Association retiring Directers are
eligible for reappointment The office of Directar shall be vacated if the
Director resigns, becomes bankrupt or is prohibited by law from being
a Director or where the Board so0 resolves following the Director
suffering from mental ill-health or being absent from Board meetings
for 12 months without the Board s permission

In accordance with the Code all Directors choose to submit to
reappointment every year Accordingly at the AGM to be held on

18 July 2013 all the Directors will retire from office All the Oirectors
are eligible for and seek reappointment The Board s recormmendation
for the reappointment of Directors is set out In the 2013 Notice of AGM

The roles of the Chairman, Chief Executive and
Senior Independent Director

The division of responsibilities between the Chairman of the Beard
and the Chief Executive 1s ¢learly defined and has been approved
by the Board Their roles are described on page 64

Mr R H Meddings has served as Senior Independent Director since
October 2010 to whom, in accordance with the Code, concerns can
be cenveyed

Directors
The Board currently compnises the Chairman five independent

non-executive Directors and two Executive Directors Biographical ;
details for each of the Directors are set out in the Board of Directors |
and Executive Committee section Sir Adnan Montague served

as Chairman and Mr J P Asquith, Mr S A Borrows, Mr A R Cox

Mr R HMeddings, Mr W Mesdag, Ms M G Verluyten and Mrs J S Wilson
served as Directors throughout the year under review Mr M J Queen
served as a Director until 16 May 2012 ‘

In addition to fulfilling their legal responsibilities as Directors, non-
executive Directors are expected to bring an independent judgement
to bear on 1ssues of strategy, performance resources and standards
of conduct and to help the Board provide the Company with effective
leadership They are also expected to ensure high standards of
financial probity on the part of the Company and to monitor the
effectiveriess of the Executive Directors Directors are expected

to mzake available sufficient time to meet the requirements of the
appointment The average time commitment for 2 non-executive
Director1s expected to be around 15 days a year together with
additional time for serving on the Board s cormmittees

The Board s discussions, and its approval of the Group s strategic

plan and annual budget, provide the nen-executive Directors with

the opportunity to contribute to and validate management s plans

and assist in the development of strategy The non-executive Directors
receive reguiar management accounts, reports and information
which enable them to scrutinise the Company s and management s
performance against agreed objectives

Further details of the role and responsibilities of non-executive
Oirectors are set out on page 64



Directors’ independence

All the non-executive Directors {other than the Chairman, who was
independent on appointment) were considered by the Board to be
independent for the purposes of the Code in the year to 31 March 2013

The Board reviews the independence of non-executive Directors at
least annually having regard to the potential relevance and matersality
of a Director's interests and relationships rather than applying rigid
criteria in a mechanistic manner No Drector was materially
interested in any contract or arrangement subsisting during

or at the end of the financial period that was significant in relatron

to the business of the Company

Directors’ employment contracts
Details of Executive Directors employment contracts are set out
n the Directors remuneration report

Training and development

The Cornpany has developed a traiming policy which provides

a framewaork withun which traning for Directors s ptanned with

the objective of ensunng Directors understand the dutres and
responsibilities of being a director of a listed company All Directars
are required to update their skills and maintain their familianty with
the Company and its business continually Presentations on different
aspects of the Company s business are made regularly to the Board
On appointment, all non-executive Directors have discussions with the
Chairman and the Chief Executwve following which appropriate
brefings on the responsibibties of Directors the Comparny s bustness
and the Company s procedures are arranged The Cornpany provides
opporturities for non-executive Directors to obtain a thorough
understanding of the Company s business by meeting members

of the senior managerment team who in turn arrange as required
visits to investment or support teams

The Company has procedures for Directors to take independent legal
or other professional advice about the performance of their duties
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The Board's Committees

As descnbed on page 63, the Board 1s assisted by various standing
committees of the Board which report regularly to the Board

The Board s Commuttees are described below and on the next page

Audit and Compliance Commuttee

The Audit and Compliance Commuttee comprises Mr R H Meddings
{Chairman), Mr J P Asquith, Mr A R Cox and Ms M G Verluyten atl of
whormn are independent non-executive Directors and served throughout
the year The Board 15 satisfied that the Commuttee Chairman

Mr R H Meddings, has recent and relevant financial experience

During the year, the Committee

= Reviewed the effectiveness of the snternal contrel
environment of the Group and the Group s complance with
its regulatory requirements

m Reviewed and recommended to the Board the accounting
disclosures compnsed n the half-yearly and annuat financial
staterments of the Company and reviewed the scope of the annual
external audit plan and the external audit findings,

m Received the reports of the Valuations Commuttee on the valuation
of the Group s Investment assets and recommended valuations
to the Board

®» Reviewed portfolio management processes and tax compliance
arrangements

® Recewved regular reports and updates on the audit plan from the
Group s internal audit function, monitored its activities and reviewed
its effectiveness

w Recewved regular reports from Group Risk Committee and
the Group s regulatery compliance function

a Oversaw the Company s relations with its external avditors
including assessing auditor performance ndependence and
objectivity recommending the auditors reappointment and
approving the auditars fees

® Met separately with the Finance Director, the Director Internal Audit,
the Director Group Compliance and the external auditors in the
absence of management and

= Recerved regular reports on litigation involving the Group, on the
Groups regulatory capital positron, on developments in regulation and
accounting standards, on bank ¢ovenants and third-party liabilities,
and on Directors and Executive Committee members expenses

Remuneration Committee

The Remuneration Committee comprises Mr J P Asqurth (Chairman),
Mr AR Cox and Mr W Mesdag, all of whom are independent
non-executive Directors and served throughout the year

The work of the Remuneration Committee ts described in the
Oirectors remuneration report
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Statutory and corporate governance information

Nominations Committee

The Nominations Committee comprises Sir Adrian Mentague
{Chairman} Mr S A Borrows, Mr J P Asquith, Mr AR Cox

Mr R H Meddings Mr W Mesdag and Ms M G Verluyten, ail of whom
served throughout the year save for Mr S A Borrows who served from
his appointment as Chief Executive on 17 May 2012 Mr M J Queen was
a member of the Commuttee until he ceased to be Chief Execctive on
16 May 2012, although he did not attend meetings which considered
the appointment of his successor

During the year, the Nominatiens Committee

s Considered candidates for appointment as Chief Executive and
recommended to the Board the appointment of Mr Borrows and

m Considered the size balance diversity (including gender} and
composition of the Board and put in train arrangements for
selecting further candidates for recommendation to the Board
for appamntment as non-executive Director

The Company has a formal, ngorous and transparent process
for the appointment of Directors with the objective of identifying
the skills and experience profile required of new Directors and
identifying suitable candidates The procedure includes the
appraisal and selection of potential candidates by the Commuttee,
including (in the case of non-executive Directors) whether they
have sufficient time to fulfil their roles Specialist recrustment
consultants assist the Committee to identify suitable candidates
for appointment The Committee s recommendations for
appeintment are put to the full Board for approval

Further to the publication of the Davies Report on Warmen on Boards
and Code Provision B 2 4 which will take effect for financial years
commencing on or after 1 October 2012, the Board strongly supports
the principle of boardroom diversity, of which gender 1s one impaortant
aspect The Board s aim 1s to have a broad range of approaches,
hackgrounds, skills and experience represented on the Board and te
make appaintments on ment and against objective criteria, including
diversity Search agents engaged by the Company are instructed to
put forward for 2l Board positions a diversity of candidates inctuding
women candidates

Valuations Commuttee

The Valuations Committee comprises Mr W Mesdag (Chairman)

Sir Adrian Montague Mr S A Borrows and Mrs J S Wilson, all of whom
served throughout the year except Mr Borrows who served from his
appointment as Chief Executive on 17 May 2012 MrM J Queen was

a member of the Committee until he ceased to be Chief Executive

on 16 May 2012

During the year, the Valuations Committee considered and made
recommendations to the Audit and Compliance Commuttee and the
Board on the quarterly valuations of the Group s investments

Brand and Values Committee

The Brand and Values Committee comprises Sir Adrian Montague
{Charman} Mr S A Borrows and Mr K J Dunn atl of whom served
throughout the year save for Mr S A Borrows who served from

17 May 2012 Mr M J Queen served as a member of the Committee
until 16 May 2012 In addition, all of the Company s non-executive
Oirectors are invited to attend meetings of the Committee and
participate in its discussions

During the year the Brand and Values Committee considered and
made recommendations on a range of matters pertaining o the Groups
reputation and its approach as a responsible investor and a responsible
business The Committee considered reports on Responsible
Investment policy, the environmental social and governance risks
identified threugh the Company s portfolio company review process
and specific reputational nisk incidents arising from investments

The Company Secretary

All Directors have access to the advice and services of the General
Counsel and Company Secretary who is responsible for adwising the
Board, through the Chairman, on governance matters The Company s
Articles of Association and the schedule of matters reserved ta the
Board or its duly authorised committees for decisicn provide that the
appointment and removal of the Company Secretary 1s a matter for
the full Board

Major interests in ordinary shares

Notifications of the following major voting interests in the Company s
ordinary share capital iwhich are notifiable in accordance with
Chapter 5 of the FCAs Disclosure and Transparency Rutes and
section 793 Companies Act 2004) had been received by the Company
as at 31 March 2013 and 10 May 2013 as shown in the table below

Major interests in ordinary shares

Asat 31 % of Issued  As at 10 May % of Issued Nature of

March 2013 share capital 2013 share capital holding

BlackRock, Inc 107 675564 1108 106,956,376 o Indirect
UBS Giobal Asset Management 46794770 482 46526752 479
Arteris Investment Management LLP 44,857,331 462 45186500 465
Sherborne Investors (Guernsey} B Limited 43,179,838 444 47915366 493

Legal and General Group plc and/or 1ts subsidiaries 29,204,206 300 30591441 315 Direct




Relations with shareholders

The Board recognises the importance of maintaining a purposeful
relationship with the Company s shareholders The Chief Executive
and the Finance Director meet with the Company s principal
institutional sharehelders to discuss relevant 1ssues as they arise
The Chairman maintains a dratogue with shareholders on strategy,
corporate governance and Directors remuneration as required

The Board receives reports from the Company s brokers on
shareholder 1ssues and non-executive Directors are invited to
attend the Company s presentations to analysts and are offered
the opporturty to meet shareholders

The Company s major shareholders are offered the opportunity
to meet newly-appointed non-executive Directors

The Company alse uses its AGM as an opporiunity to communicate
with its shareholders At the Meeting, business presentations

are generally made by the Chairman and the Chief Executive

The Chairmen of the Remuneration Audit and Compliance

and Nominations Commuttees are generatly available to answer
shareholders questions

The 2012 Notice of AGM was dispatched to shareholders not less
than 20 working days before the Meeling At that Meeting voting

on each resolution was taken on a poll and the poll results were

made avallable on the Company s website

Rights and restrictions attaching to shares

A summary of the nghts and restnctions attaching to shares as at
31 March 2013 1s set out below

The Company s Articles of Association may be amended by special
resolution of the shareho!ders in general meeting Holders of ordinary
shares and B shares enjoy the nghts set out in the Articles of
Association of the Company and under the laws of England and Wales
Any share may be 1ssued with or have attached to It such rights and
restrictions as the Company by ordinary resolutton {or failing such
resolution) the Board may decide

Holders of ordinary shares are entitled to attend, speak and vote

at general meetings and to appoint proxies and, i the case of
corporations, corporate representatives to attend speak and vote at
such meetings on their behalf To attend and vote at a general meeting
a shareholder must be entered on the register of members at such
time {not being earlier than 48 hours before the meeting) as stated in
the notice of general meeting On a poll, holders of ordinary shares are
entitled to one vote for each share held Holders of ordinary shares
are entitled to recewve the Company s Annual Report and accounts,

to receive such dvadends and other distributions as may lawfully

be paid or declared on such shares and on any hgquidation of the
Company to share in the surplus assets of the Company after
satisfaction of the entitlements of the holders of the B shares or such
other shares with preferred nghts as may then be i issue
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Holders of B shares are entitled out of the profits available for
distribution in any year and in priority to any payment of dividend

or other distribution to holders of ordinary shares to a cumulative
preferential dvidend of 3 75% per annum calculated on the amaount

of 127p per B share { the Return Amount ) On a return of cap:tal (other
than a solvent intra-group reorganisation) holders of B shares are
entitled to recerve m priority to any payment to hotders of ordinary
shares payment of the Return Amount together with any accrued

but unpand dvidends but are not entitled to any further right of
participation in the profits or assets of the Company

Holders of B shares are not entitled to notice of or to attend, speak

or vote at general meetings save where the B share dividend has
remained unpaid for six months or more or where the business of
the meeting includes consideration of a resolution for the winding-up
of the Company {other than a solvent intra-group reorganisation} in
which case holders of B shares shall be entitled to attend, speak and
vote only In relation to such resolution and in erther case shall, on

a poll, be entitled to one vote per B share held

There are no restrictions on the transfer of fully paid shares in

the Company save as follows The Board may decling lo register
atransfer of uncertificated shares in the circumstances set out in
the Uncertificated Securities Regulations 2001 a transfer to more
than four joint holders a transfer of certificated shares which 1s
not in respect of only one class of share a transfer which s not
accompanied by the certificate for the shares to which it relates, a
transfer which 1s not duly stamped in circumstances where a duly
stamped Instrument 1s required, or a transfer where in accordance
with section 794 of the Compantes Act 2006 a notice (under section
793 of that Act) has been served by the Company on a shareholder
who has then failed to give the information required within the
specified ime In the latter circumstances the Company may make
the relevant shares subject to certain restrictions {including in respect
of the ability to exercise voting rights, to transfer the shares valdly
and, except In the case of a lguidation to receive the payment of
sums due frorm the Company) Since 14 July 2009, the Company has
been entitled to appoint a person tc execute a transfer on behalf cof
all holders of B shares in acceptance of an offer paying the holders
such amount as they would have been entitled to on a winding-up
of the Company

There are no shares carrying speciat nights with regard to control

of the Company There are ng restrictions placed on veting rights

of fully pard shares save where in accordance with Article 12 of the
Cempany s Articles of Association a restriction notice has been served
by the Cormpany in respect of shares for faillure to comply with
statutory notices or where a transfer notice (as described below) has
been served In respect of shares and has not yet been complied with
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Statutory and corporate governance information

Inthe circemstances specified in Article 38 of the Company s Articles
of Association the Company may serve a transfer notice on holders
of shares The relevant circumstances relate o {a) potential tax
disadvantage to the Company, (b} the number of “United States
Residents who own or hold shares becorming 75 or more or (¢) the
Company being required to be registered as an investment company
under relevant US legislation The notice would require the transfer
of relevant shares and pending such transfer the rights and privileges
attaching to those shares would be suspended

The Company 1s not aware of any agreements between holders
of its securities that may restnct the transfer of shares or exercise
of voting rights

Portfolio management and voting policy

In relation to unguoted investments the Group s approach is to seek
to add value to the businesses in which the Group invests through the
Group s extensive experience, resources and contacts in relation to
quoted investrnents, the Group s policy IS to exercise voting rights on
matters affecting its nterests

Internal cantrol

The Board 15 responsible for the Group s system of internal control
and reviews its effectiveness at least annually Such a system s
designed to manage rather than eliminate the risk of failure to achieve
business cbjectives and can provide only reasonable and not absoclute
assurance against material misstatement or loss

Through the regular meetings of the Board and the schedule of
matters reserved to the Board or its duly authorised commuttees for
decision the Board ams to maintain full and effective control over
appropriate strateqic, financial, operational and compliance 1ssues

The Board has put in place an arganisational structure with clearly
defined lines of responsibility and delegation of authority The Board
considers and approves a strategic plan and budget on an annual
basis and receves regular updatas In addition there are established
procedures and processes for planning and controlling expenditure
and the making of investments There are also information and
reporting systems for momtenng the Group s businesses and

thear performance

The Group Risk Committee 1s a management commuttee formed
by the Chief Executive and its purpose Is to review the business

of the Group in order to ensure that business risk 1s considered
assessed and managed as an integral part of the business There
1S an ongoing process for identifying evaluating and managing the
Group s significant nisks This process was in place for the year

te 31 March 2013 and up to the date of this report Details of the
risk management framewark can be found 1n the Risk section

The overall internal control process Is regularly reviewed by the
Board and the Audit and Compliance Commuttee and complies with
the internal contrel gu:dance for Directors on the Code 1ssued by the
Turnbull Committee The process established for the Group includes

Policies

m Core values and global policies together cemprising the Groups
tugh level principles and controls with which all staff are expected
to comply

® Manuals of policies and procedures applicable to all business units,
with procedures for reporting weaknesses and for momtoring
corrective action, and

m Acode of business conduct, wath procedures for reporting
compliance therewath

Processes
s Appointment of experienced and professional siaff, both by
recruitment and promoticn of the necessary calbre to fulfil
their allotted responsibilities
8 Aplanning framework which incorporates a Board approved
strategic plan, with objectives for each business unit,
» Farrmal business risk reviews performed by managernent which
evaluate the potential financial impact and Lkelihood of identified
risks and possible new risk areas
The setting of control, mitigation and monitoring procedures and
the review of actual occurrences dentifying lessons 1o be learnt
m A comprehensive system of financial reporting to the Board based
on an annual budget with monthly reporting of actual results
anatysis of variances, scrutiny of key performance indicatars
and regular re-forecasting,
m Regular reports to the Board, which anatyse funding requirements,
track the generation and use of capital and the volume of liguidity,
measure the Groups exposure to exchange rate movements and
record the level of cornpliance with the Group s funding objectives
A Group Compliance function whose role 1s to integrate regulatory
compliance procedures and best practices into the Group s
systems, and
Well defined procedures governing the appraisal and approval
of investments, including detailed investment and divestment
approval procedures, iIncorporating appropriate levels of authority
and regular post-investment reviews




Venfication

m An Internal Audit function which undertakes pencdic examination
of business units and processes and recommends rmprovements
in controls to ranagement,

u The external auditors who are engaged to express an opinion
on the annual financeal statements, and

w An Audit and Complrance Committee which considers sigruficant
control matters and receives reports from Internal Audit the
exiernal auditors and Group Compliance en a regular basis

The internal control system 1s monitored and supported by Internal
Audit and Group Compliance, which operate on aninternational basss
and report to management and the Audit and Compliance Cemmittee
on the Group s operations The work of Internal Audit 1s focused

on the areas of greatest risk to the Group determined with reference
to the Groups nsk management process

The external auditors independently and objectively review the
approach of management 10 reperting operating results and financal
condition In co-ordination with Internal Audd, they also review and
test the system of internal financial control and the information
contained tn the annual financial statements to the extent necessary
for expressing their opinion

Financial reporting
In the context of the above internal control framewaork, there are
specific processes in place i relation to Financial Reporting including

= Comprehensive system of key control and oversight processes,
inctuding regular reconciliations ine manager reviews and
systems access controls

@ Updates for conseration by the Audit and Compliance Committee

of accounting developments, mcluding draft and new accounting

standards and legislation,

A separate Valuations Comrruttee which considers the Groups

investment valuation policies, application and cutcome,

Approvat of the Group s budget by the Board and regular updates

on actual and forecast financial performance against budget

Reports from internal Audit on matters relevant to the financial

reporting process Including penod:c assessments of mternal

contrals processes and fraud risk,

Independent updates and reports from the external auditors

on accounting developments application of accounting standards,

key accounting judgements and cbservations on systems and

controls, and

m Regular risk reviews including an assessment of risks to relrable
financial reperting covering people processes and systems, and
updates on the management of identified risks or actual incidents
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Auditors’ iIndependence and objectivity

Subject to annual appointment by shareholders, auditor performance
1s momitored on an ongoing basis and formally reviewed every five
years, the |ast review being held during the year to 31 March 2009
Fallowing this review the Audit and Cornpliance Committee concluded
that Ernst & Young LLP s appointment as the Company s auditors
should be continued

The Audit and Compliance Commuttee recognises the importance of
ensuring the mdependence and objectvity of the Company s auditors
It reviews the nature and extent of the services provided by them,
the level of their fees and the element comprising non-audit fees

The Audit and Compliance Commuttee Chairman is notified of atl
assignments aklocated to Ernst & Young over a set threshold, other
than those related to due diligence within the Group s investment
process where the team engaged would be independent of the audit
tearn Safeguards have been putin place to reduce the likelihood

of comprormsing auditor independence, including the following
principles which are applied in respect of services provided by

the auditors and other accounting firms and monitored by the Audit
and Compliance Committee

® Services required to be undertaken by the auditors which inctude
regulatory returns formalities relating to borrowings, shareholder
and other circulars This work s normally allocated directly
to the auditors,

w Services which it is most efficient for the auditors to provide In this
case, information relating to the service s largety derived from the
Company s audited financial records for example corporate tax
services This work 1s normally allocated to the auditors subject
to consideration of any impact on their independence, and

= Services that could be provided by a number of firms including
gengral consultancy work All significant consultancy projects
are normally put out to tender and work would be allocated to
the auditors only if it did not present a potential threat to the
independence of the audit team Included in this categery 1s due
diligence wark relating to the investment process If this service
were to be provided by the auditors, the specific team engaged
would be independent of the audit team

Details of the fees paid to the auditors are disclosed in note 6
to the financial statements

By order of the Board

K JDunn
Company Secretary

15 May 2013

Registered Office
16 Palace Street London SW1E5JD
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Directors’ remuneration report

k€ The Committee has worked to align future rewards
more closely with shareholder returns and to tailor
performance measures to reflect progress in
implementing Group strategy. yy

Image Removed

Jonathan Asquith
Chairman Remuneration Commuittee

Remuneration Committee

Company s website

Advice received by the Committee during the year

advice from Kepler Associates who did not provide any
services to the Group during the year other than to the

to the Code of Conduct for Remuneration Consultants

their own remuneration

Meetings

Meatings eligible to

attended in attend in

Committee members during the year the year the year

J P Asquith {Charrman} 8 8

AR Cox 8 8

W Mesdag 8 8
The Committee s terims of reference are available on the

During the year, the Committee received external independent

Remuneration Committee Kepler Associates 1s a signatery

The Committee also received advice from Mr S A Borrows {Chief
Executive from 17 May 2012) and Mr M J Queen (Chief Executive
until 16 May 2012}, nerther of whom advised the Committee on

Statement by the Remuneration
Committee Chairman

As Remuneration Committee Chairman | am pleased to introduce

the Oirectors remuneration report for the financial year 1 April 2012
to 31 March 2013 (“the year™) and to provide some details of the
background against which the Committee s decisions have been taken
in the year References to the current year relate to the financial year
1 April 2013 10 31 March 2014

Background

Mr Borrows was appointed Chief Executive on 17 May 2012 and i
June 2012 following a strategic review, announced 31 s future strategy
including a major restructuring and cest reduction programme

As part of the restructuring pregramme, management and the
Committee undertook a review of 315 remuneration arrangements,
including those of the Executive Directors

Remuneration review cbjectives
The key objectives of the remuneration review were to ensure

m afair and transparent split of returns between our key stakehelders
including between shareholders and employees,

m closer alignment of remuneration arrangements with our key
strategic objectives

m clearer inks between shareheolder returns and compensation
inctuding a greater proportion of compensation in shares, and

m greater differentiation between individuals based on their relative
personal performance and contribution

As part of the review the Board wished te ensure that the Groups
new strategic objectives were clearly supported by a set of incentives,
including measures and targets, that retated directly to those
objectives




Outcome of the review

Followtng the Group-wide remuneration review, the following
principles were adopted

m align employees interests with those of shareholders and fund
investors - ncluding encouraging staff share ownership and
Intreducing shareholding targets for senior staff

support key strategic objectives - It needs te be clear to employees
what they need to deliver and what they will be paid for doing so

attract retain and motivate the night talent throughout the
organisation,

ensure affordability in the short and long term —ensuring the
economics of the business drive total reward

a promote scund risk management practices, and
m arrangements to be smple and cost effective to administer

Whilst thts review did not result in the Committee propesing any
changes to the quantum of the short- and long-term incentives for
Executive Directors, it led to a refocusing of the measures attached to
tong-term incentives to support the Group s strategy and to a change
in the policy on deferring bonus inte shares Going forward

» Performance share awards to be granted in calendar year 2013
onwards will vest based on three-year performance against a
combination of stretching absolute total shareholder return targets
and the achievement of a balanced scorecard of measures (inked
closely to our stated strategic objectves including cavening
operating costs with annual cash income

a 40% of Executive Directors annual bonuses will be deferred into
shares vesting in equal instalments over four years, compared to
the current policy (which applies to the year just ended) of deferring
the excess of bonus over 100% of base salary into shares vesting
after three years This principle will also be applied to all other
members of the Executive Cormrmittee

u Higher-earning members of staff below Executive Comrmittee will
also have a portion of their bonus deferred into shares vesting in
equal instalments over z three-year period, compared to the
current pelicy where such bonuses are paid 100% in cash

Shareholding targets for staff have been extended or for some staff
members, introduced for the first time The share ownership and
retention policy will require affected staff to build up over time

and thereafter maintain, a shareholding in the Company s shares
equivalent to at least three times salary for the Chef Executive

one and a half ttmes salary for the Finance Director and all other
members of the Executwe Committee and one times salary for staff
designated as "partners” in the Groups businesses

Thrs report will be the subject of a resolutton at our forthcoming AGM
which | hope you wili support

Jonathan Asquith

Chairman, Remuneration Commuttee
15 May 2013

e
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Remuneration Policy for the
current and future years

Chairman and non-executive Directors

Remuneraton policy for the Charman and non-executive
Directors for the current year 1s as set out below

Remuneration Benchrmarking Palicy objective

type

Directors fees  Cempetitive with fees To atiract and retain
paid by companies Oirectors of the

of comparable size and  calibre required
by Uisted financsat
SEervices companies

In line with best practice the Chairman To preserve
and non-executive Directors are not independence
eligtble for bonuses long-term incentives,

pensions or performance-related

remuneration

No changes to remuneration poley for the Chairman and
non-executive Directors are expected for subsequent years

Chairman and nen-executive thrector annual fees are as set
out below

Chairman fee £265,000 plus £30,000
of Jishares

Non-executive Directors
- Board membership fee £50 000 plus 2,500 31 shares
- Senior Independent Director fee  £10,000

Committee fees
- Chairman £20,000
~Member £4,000

Committee fees are payable in respect of the Audit and
Compliance Committee, Remuneration Committee and
Valuations Committee

The fees shown above took effect from 1 Apnil 2011 and are

to remain unchanged for the current year

7
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Directors’' remuneration report

Executive Directors

As part of the Group-wide remuneration review referred to above, and following consultatien with shareholders, the Commuttee adopted
a new remuneration pclicy for Executive Tirectors for the current year as set out in the summary table below

Rermuneration etement

Operation for the current year to 31 March 2014

Objective

Base salary

At 1 April 2013, Mr Borrows annual base salary was £550,000
and Mrs Wilsoen s was £400 000 These have not increased since
their appointments to their current positians, being May 2012
for Mr Borrows and October 2008 for Mrs Wilson

Base salaries are to remain unchanged for the year to
31 March 2014

To provide the basis for
a competitive package

Pension

Employer contribution of 12% of pensicnable base satary pa
or a cash allowance in ligu

To provide the basis for
a competitive package

Annual bonus

Maxirmum bonus opportunity remains unchanged at 400%
of hase salary for the Chief Executive and 250% of base salary
for the Finance Director

The Committee retains discretion to make adjustments to bonus
arrangements in appropriate circumstances

40% of any bonus earned n respect of performance in the
current year will be deferred into shares vesting in equal
instalments over four years Deferred shares carry the right
to receive dividends or other distributions Deferred elements
are subject to clawback as summarised in Clawback policy
on page 80

Bonus I1s assessed against a balanced scorecard agreed by the
Committee at the start of each financial year

Alignment with Group strategic
objectives and performance

Deferral inta shares to balance
delivery of short-term results
with long-term value creation
and to create alignment

with shareholders

Long-term incentive plan

Annuat performance share awards with a face value of up te
400% of base salary for the Chief Executive and 250% of base
salary for the Finance Director

Awards will be subject to a three-year performance condition
To the extent shares vest, they will be released six months
following the end of the perfoermance period together with

a sum equivalent to dividends or other distributions

In appropriate exceptional circumstances the Committee can
also grant restricted shares with no performance condition

but subject cnly to leaver conditions A one-off award was
made to Mr Borrows on his appointment as a Director in
recognition of awards forfeited on leaving previous employment
This award 1s detailed on page 82

Algnment of reward with long-
term sustainable company
perfarmance

The combtnatton of strategic
performance measures and
absolute tatal shareholder
return targets balance
internal and external
perspectives of performance,
and align participants with
shareholders interests

As outlined above, variable remuneration comprising annual bonus and long-term incentives 1s intended to form a substantial proportion
of Executive Directors total potential remuneration

Pay and employment conditions of other employees in the Group 1s one of the factors taken into account in determining the Executive
Directors remuneration including base pay increases if any and the quantum of annual benus and long-term incentive awards During
the year, the Committee s decisions on Executive Directors were informed by a comprehensive Group-wide remuneration review

No changes to remuneration policy for the Executive Directors are expected for subsequent years although the scorecard for assessing
performance for annual bonus and the performance condition attached to long-term incentive awards will be reviewed at the start of each
cycle to ensure «t continues to reflect strategic priorities Details of any future changes to the scorecard will be disclosed in future Directors

remuneration reports




Base salary

Executive Director base salanies are as shown in the table opposite
For the current year, Executive Director base salaries will remain
frozen at these levels, following a review by the Committee and talung
into account pay and condiions across the Group as a whole

Annual bonus

The final bonuses for Executive Directors for the year were gwarded
against a balanced scorecard agreed by the Committee following

Mr Borrows zppointment as Chief Executive which is described below

% of bonus
opportunty  Measure
22% Undertaking strategic review of the business

a

a Announcement and implementation of new strategy
» Reduction in complextty of organisation

= Improving engagement with shareholders

» Reducing discount to NAV from 31 March 2012 level

22% Achievernent of targets announced to the market
on 29 June 2012 relating to headcount operating
costs and gross debt reduction

22% implementation of the six asset management
iniatives announced on 29 June 2012 and of the
Group-wide compensation review

34% Deliverables relating to the Private Equity
Infrastructure and Debt Management businesses

The Committee uses the scorecard as a prompt and guide to
Judgement and considers it In the wider centext of risk, market
and other factors

tn deterrrureng bonus levels for the year the Commuttee deterrmined
the level of achievernents against the measures contained in the
bhalanced scorecard as well as other matters, including risk and
market factors, which it considered relevant As can be seen from the
information set out on page 19, the Group s progress during the year
has been exceptional with all targets in the first three categories
noted above in the balanced scerecard used for the year having
been met or exceeded The Committee also concluded that the year
demonstrated strong performance in both the Private Equity and the
Debt Management businesses, with the Infrastructure business also
performing well

3i Group ple Annual report and accounts 2013

The indmwidual performances of both Executive Directors were judged
by the Commuttee to be exceptional with each of them scoring highly
against the measures and factors in the balanced scorecard

Mr Borrows was judged to have made a very strong start as Chief
Executive, having announced on 29 June 2012 a clear strategy and
immedate prrorities for the Group, and subsequently ensuring the
Group delivered exceptionally against those priorities The Commuittee
considered that he has shown very strong leadership of the Group
through the year since his appointment as Chief Executive As a result
of this assessment Mr Borrows was awarded a bonus of 340%

of base salary being 90% of his maximum bonus opportunity

The Committee considered that Mrs Wilson had also demonstrated
exceptional performance during the year, particularly in her
contributions to the extensive orgamisational changes, and in her
management of the Groups initiatives to achieve the gross debt and
gearing targets and funding cost reductions announced on 29 June
2012 Accordingly, and as a result of the Committee s assessment

of her perfermance In the year Mrs Wilson was awarded a bonus of
200% of base salary being 80% of her maximum bonus opportunity

In accordance with the bonus deferral policy applicable to the year
which was set outin the 2012 Directors remuneration report, bonus
in excess of 100% of base salary s deferred into shares vesting after
three years

For the current year to 31 March 2014, Executive Directors
annual bonuses will be determined on the fallowing revised
balanced scorecard

% of bonus
opportenity  Measure

50% Targets relating to
= operating costs,
w gross interest costs
= annual operating cash profit,
» Private Equity realisations and
» shareholder distributions

30% w deliverables relating to the Private Equity
Infrastructure and Debt Management businesses
20% developing the strategic vision for the Group

transformation of the Group s culture,
re-articulating people strategy and

maintaining good engagement with investors and
maintaining the quality of the shareholder register

The Committee uses the scorecard as a prompt and guide to
Judgement and considers it in the wider cantext of nisk, market
and other factors

7%
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Directors’ remuneration report

Long-term incentives

The performance condition attached to Performance Share awards
made in the year which were granted (n July 2012 is set aut in note 4
ta the Long-term share awards table on page 82 The performance
cendition was chosen so as to align Executive Directors with
shareholders interests by inking a significant part of their potentiat
remuneration to Total Return on Equity measured over three years

As part of its remuneration review the Committee adopted a new
performance condition to apply to Performance Share awards to
be granted In 2013 and amended the vesting arrangements sa that
to the extent shares vest they will be released in full six months
foltowing the end of the three year performance period

Category and weighting Performance measure

Absaolute TSR 50% Absolute TSR measured over three
years from 1 Apnl 2013
a 0% vesting below 10% pa TSR
w 20% vesting at 10% pa TSR
a Straight-tine vesting between
10% and 18%
n 100% vesting at 18% pa TSR

Aligning costswith  25% Progress achieved towards

income and strategic objectve of covering
improving capital the Groups operating costs with
allocation annual cash income

25% Progress achieved towards
specified target relating to
reducing remuneration cests
relative to fee income

Remuneration Committee can reduce any award which would
otherwise vest (f gross debt or gearing targets are missed

This scorecard has been chosen so as to ink half of the Executive
Directors longer term incentives to total shareholder return whilst at
the same time linking half of it to strategic objectives set by the Board

No executive share options have been granted since calendar
year 2010

Clawback policy

The Commuttes has agreed a “clawback pelicy which applies to
long-term incentive awards and share bonus awards made during
the year to Executive Directors (and certain other senior executives)
Under this policy awards are subject to forfeiture or reduction
{prior to vesting) in such exceptional circumstances as the
Commuttee considers far reasonable and proportionate This would
include matenal misstatemnent of Group financial statements,
disrissal for cause, or cases where an indrvidual 1s deemed to

have caused a matenal loss for the Group as a result of reckless,
negligent or wilful actions or Inappropriate values or behaviour

Promoting share ownership

The Company s share ownership and retention policy requires
Executive Directors to build up over time, and thereafter maintamn,

a shareholding in the Company s shares equivalent to at least

3 0times salary in the case of the Chief Executive and 15 times
salary for the Finance Director In addition, shareholding targets
have been introduced for other members of Executive Committee at
the 1 5 times salary level and for partners in the Group s businesses
at 10 times salary Details of Directors interests in the Company s
shares are shown in the Directors report on page 66

Performance graphs

TSR graph

This graph compares the Company s total shareholder return for the
five financial years to 31 March 2013 with the total shareholder return
of the FTSE All-Share Index The FTSE All-Share Index 1s a widely used
performance comparisen for UK companies

Graph Removed

Diluted NAV graph:

This graph compares percentage changes in the Company s diluted
net asset value { NAV } per share over each of the last five financial
years {with dwvidends reinvested) with the FTSE All-Share Index total
return over the same periods NAV prior to June 2009 has been
adjusted to reflect the nghts 1ssue in June 2009

Graph Removed
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Directors’ remuneration during the year

{note 1) {note 2) (note 3) Total Total
remuneration  remuneration
Cash Deferred Payn year to year to
Salary  Bonus for share Cash Benefits lieu of 31 March 31 March
and fees the year bonus benefits In kund notice 2013 2012
£000 E0C0 E000 £000 £Q00 £000 E£'000 £000
Executive Directors
S A Borrows 541 550 1,430 28 - 2,552 Lbb
JS Wilson 400 400 400 14 2 - 1,216 732
Chairman and non-executive Directors
{note 5}
Sir Adrian Mentague (Chairman) 295 - - - - - 295 295
JP Asquith 81 - - - - - 81 77
AR Cox 65 - - - - - 45 &2
R H Meddings 87 - - - - - 87 85
W Mesdag 81 - - - - - 81 79
M G Verluyten 41 - - - - - 61 13
Former Directors
M J Queen {until 16 May 2012) (note 4) 113 - - 39 2 275 429 540
Total 1,724 950 1,830 81 7 275 4,867 2,427
Notes

Deferred share bonuses relating to the year to 31 March 2013 will be paid in ordinary shares of the Company deferred for three years

Cash benefits for Mr Borrows included car allowance (£12k) and salary supplement in Leu of pension contributions (E£14k} Cash benefits for Mrs Wilson included
car altowance (E12k} Cash benefits for Mr (Queen included car allswance (£7k} and salary supplement in lieu of pension contributions (£30k}

"Benehits in kind” relate te the provision of health insurance

On ¢ceasing to be a Director and an employee on 16 May 2012 Mr Queen received pay in lieu of his six months notice period as shown in the table above

In December 2(H2 31 Investments plc entered into 3 consultancy agreement with Thames Bridge Capital Limited a company asseciated with Mr Queen pursuant
1o which that company provided reports to 3is Beard of Directors concerming areas relevant to the Group s business and in which Mr Queen had particular
knowledge and expertise Thames Bridge Capital Limited completed the consultancy work during the year and was paid a total of £293k comprising a fee
of E240% plus VAT and out-of-gocket expenses [t1s not anticipated that any further work will be commissioned from Thames Bridge Capital Limited

Salary and fees for the Chairman and non-executve Directors include fees used to purchase 3 shares

In addition to the fees shown above Mrs Wilson retained director s fees of E65k from Legal 8 General Group Plc and Mr Borrows retained directer s fees of £61%
trom The British Land Company PLC and £460k frem Inchcape plc
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Long-term share awards held by Directors during the year

Held at
31 March  Market price
Held at Granted Released 2013 on date of
1 Aprit duringthe Lapsed during duringthe  (or cessation grant Date of
Date of award 2012 period the period period if earlier) £ vesting
S A Borrows 181111 823917 - - - 823917 202 15111416
11N 513251 - - 171,087 342,174 190 171012-14
100712 - 1116 751 - - 1,116,751 197 10071517
1337178 1,116,791 - 171,087 2,282,842
J5S Wilson 150609 147058 - 147,058 - - 272 150612
170610 203,389 - - - 203,389 295 170613
2807 11 360.724 - - - 360,724 277 280714-16
100712 - 507 614 - - 507.614 197 100715-17
ARRYA| 507 614 147058 1,071,727
M J Queen 150609 202,205 - 202 205 - - 272 150612
{unhil 16 May 2012} 170610 540677 - 540,677 - - 295 1706613
2807 11 793,593 - 793593 - - 277 280714156
1.536,475 - 1,536,475 - -

Notes

-y

[t

L

The above awards are Perfermance Shares granted subject to perfermance
conditions save for the 30 Novernber 2011 award to Mr Borrows which was
a recruitment award 0 recognition of awards forfeited on leaving previous
employment Vesting is subject to continued service and to the clawback
policy but s not subject to a performance condition The award vested as to
ane-third on 17 October 2012 (when the price of a share was £2 22} and will
vest as to a further one-third on 17 Octeber 2013 and as to the balance on
17 October 2014 The gains on long-term share awards made by the highest
paid Director and by the Directers in aggregate in the year were £380k
{2011 £ml)

Save to the extent they lapsed earlier in the year awards held by Mr Queen
lapsed on the cessation of his employment on 16 May 2012

The performance condition for Performance Shares granted in 2009 and
2010 compares the growth in value of a shareholding 1n the Company over
three years {averaged over a 60-day period) with the FTSE 100 Index {ooth
with dividends re-invested) as shown in the table below This performance
conditicn was chosen to align executive Directers longer-lerm incentives

to the Company s share price performance compared to the FTSE 100 Index

Growth in value for Company versus FTSE 100

{as described abave) % of award vesting

Below the FTSE 100 Zero
Same as the FTSE 100° 35%
8% p a above the FTSE 100" 100%

* Between these tevels awards vest pro rata

&4

w

The performance condition for Performance Shares granted in 2011 and 2012
IS measured over a three-year performance penog ang 1s based on annualised
three-year Total Return on Eguity as shown in the table betow Total Return

on Equity 1s equivalent to growth In net asset value with dividends deemed
reinvested This performance condition was chosen to align executive
Directors longer-term incentives to growth in the Company s net assets
recognising that this is a key driver of sharehalder return

Annualised three year total return on equity % of award vesting

Below 10% pa 00%
0% 200%
1% 27 5%
12% 350%
13% 450%
14% 500%
15% 750%
16% 850%
17% 925%
18% 100 0%

Between these levels awards vest prorata

To the extent the performance condition 1s satisfied then subject to continued
service and the clawback palicy shares are released as to 50% on the

third anniversary of grant 25% on the fourth anniversary and 25% on the

hfth anniversary

The Commuttee deterrines the fulfilment of the performance conditions based
on calculations designed to be appropriate to the particular condition
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Share options held by Directors during the year

Held at
31 March
Held at 2013 Exercise Earliest
1April Lapsedduring (or cessation price normat Expiry
Date of grant 2012 the period if earlier) f exercisedate date
JSWilson 110106 21,057 - 21,057 558 110109 100116
150609 288808 288808 = 277 150612 140619
170610 406,779 - 406,779 295 170613 1606 20
716 644 288808 427836
M JQueen 270602 211337 211337 - 419 270605 260612
{until 16 May 2012) 250603 91,884 91,884 - 354 250606 240613
230604 143,808 143808 - 376 230607 220614
210605 71,835 71,835 - 432 210608 200615
090209 1,503,371 1,503,371 : 218 310312 080219
150609 h95 667 595,667 _ 277 150612 140619
170610 1,118,644 1,118,644 295 170613 160620
3,736,546 3,736 546 -

* Awarded before appointment as a thrector

Notes

1 Nooptions were granted to or exercised by Directors during the year Options were granted for nil consideration The market price of ordinary shares in the
Cormpany at 31 March 2013 was £3 16 and the range during the period 1 April 2012 to 31 March 2013 was £1 69 to £3 25 No gains were made by the highest paid
Director (2011 nil) or by the Birectors in aggregate (2011 it}

Save to the extent they lapsed earlier in the year optiens held by Mr Queen lapsed on the cessation of his employment on 16 May 2012

Dptions were granted subject to a three-year performance condition retating to annual percentage compound grewth in net asset value per share with dividends
re-invested relative to the annual percentage change in RPI as shown below The perfarmance canditions were chosen to align executive Directors longer term
incentives to shareholders interestn net asset value growth and was zltered over ime to reflect changing market conditions The Cornmuittes determines the
fulfiiment of the performance conditions based on calculations designed to be appropniate to the particular condition

WM

For NAV growth between

NAV growth required NAY growth required minmum and maximum

Award granted for minimum vesting % vesting for maxmum vesting % vesting vesting levels
Since 31 March 2005 RPt + 3 percentage points 30% RPI + B percentage points 100% The grant vests pro rata
inyear to 31 March 2005 RPI + 3 percentage poinis 0% RPI + 8 percentage paints 100% The grant vests pro rata
Before 31 March 2004 RPI + 5 percentage points 50% RPl + 10 percentage points 100% The grant vests pro rata

Share Incentive Plan

Participants in the HMRC approved Share Incentive Plan { SIP’} invest up to £125 per month from pre-tax salary in ordinary shares { Partnership
Shares } For each Partnership Share the Company grants two free ordinary shares { Matching Shares ) which are normally forfeited if
employment ceases (other than o retirement or for other "qualifying reasons } within three years of grant Dividends are reinvested in further
ordinary shares { Dvidend Shares )

Held at Held at Held at

31 March 2013 3 March 2013 31 March 2013

Hele at Held &t Held at (or cessation {or cessation {or cessation

31 March 2012 31 March 2012 31 March 2012 if earbiert if earlier) if earlier)

Partnership Shares Matching Shares Owidend Shares Partnership Shares  Matching Shares  DOvidend Shares

Ord B Ord B Ord B Ord B Ord B Ord B

JSWilson 2347 344 4694 690 256 4 3,030 344 6,060 690 D49 4
M JQueen

{until 16 May 2012) 3.038 975 6074 1,998 704 20 3,105 975 5208 1,998 704 20

Notes

1 From 1 April 2013 te 1 May 2013 Mrs Wilson acquired 3 further 37 Partnership and 74 Matching erdinary shares
2 Ordinary shares were awarded in the year at prices between £172 and £3 13 per share wsth an average price of £2 27 per share B shares held withun the plan

result from the benus 1ssues of B shares in 2006 and 2007 Shares within the SIP are held by a nominee on behalf of part:cipants The nominee exercises the votes

on such shares on the part:cipants instrections

FIURUIBA0Y
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Pension arrangements

Mrs Wilson was a member of the 31 Group Pensicn Plan a defined benefit contributory scheme in the year to 31 March 2013 Pension accrual
ceased for all members with effect from 5 Apnl 2011 although a bink to final salary 1s maintained for existing accruat up to the date of leaving the
Company Further details of the Plan are set cut in note 9 to the financial statements on pages 102 to 104

{note 1) {note 2} {note 3} {note 1) {note 2) {note &) (note 4) Transfer

ifference  value at the

Increase in Directorsown  Increase n between  endofthe

accrued contributions accrued transfer  yearof the

pension (excluding pension valuesat  Increase in

(excluding AVCs}paild  (including Transfer Transfer start and accrued

Complete inflation) Total intothe plan inflatson) value ofthe wvzluzofthe  endof the benefits

yearsof  duringthe accrued duringthe  duringthe accrued accrued  accounting  during the

pensionable yearto pension at year to yearto benefitsat  benefits at year less year less

Age at service at 31 March 31 March 31 March 31 March 31 March 31 March Directors Director s
31 March 31 March 2013 2013 2013 2013 2013 2012 contribution coniribution
2013 2013  £000pa £000pa £000pa £000p a £'000 £000 £000 £000
JSWilson 45 5 05 143 a0 08 3873 3606 267 105

Notes

1 The Plan clesed to future accrual on S April 2011 and pénsionable service ceased at this date No member contributions were paid into the Plan during the year
2 Theincrease in accrued pension shown reflects the difference between deferred pensions on leaving payabte from age 60

3 The pension shown 15 a deferred pension payable from the Normal Retirernent Age of 40

4 The transfer values have been calculated in accerdance with regulations 7 to 7E of the Occupational Pension Schemes (Transfer Values) Regulations 1994

5 Additionat voluntary contributions are excluded from the above table

Mrs Wilson joined the 31 Retirement Plan a defined contnibution stakeholder pension scheme with effect from & Apnl 2011 During the year
the Company made contributions of £55% to this planin respect of Mrs Wilson

Directors’ service contracts

The marn terms of the service contracts of the Executive Directors who served in the year were as follows

Dates of Mr 5 ABorrows 17 May 2012
contracts Mrs JSWilson 1 October 2008
Mr M J Queen 31 March 2009
Notice persod - by the Director - Stx months Company policy 1s that Executive Directors notice pertods should not normally exceed
- by the Company - 12 months one year Save for these notice perinds the contracts have no unexpired terms
Termination There were no provisions for compensation of Executive Directors on early terminat:on save that
payments (a) Mr Borrows and Mr Queens contracts entitle the Company to termunate employment without notice

subject to making 12 monthly payments thereafter equivalent to monthly basic pay and benefits less
any amounts earned from alternative employment and (b} all Directors contracts entitle the Company
to give pay In lieu of notice

The Charrman and the non-executive Directors do net have service contracts or contracts for services Their appointrnent letters provide for
no entitlernent to compensation or ather benefits on ceasing to be a Director
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Arrangements relating to Mr Queen's previous responsibilities

MrQueen who resigned as Chief Executive on 16 May 2012 had interests in arrangements relating to his previous rotes as Managing Partner,
Infrastructure and Managing Partner, Growth Capital

Scheme nterests being the percentage of the relevant pool of

MJQueen investrnents in respect of which the participant i1s entitled to
Until 16 May 2012 Amounts co-invested participate in the realised profits
Amounts Accrued
receivable in value of
End of respect of scheme
Invested Total penod over scheme Interests
duringthe  investedto Asat Awardedin Forfeited in As at which  interestsin asat
period 16May 2012 1 Apnl 2012 period period 16 May 2012 interests period 16 May 2012
£000 £000 (%) (%) (%) (%} may vest £000 £000
Global Growth
Co-invest
2006-08 plans - 97 0023 - - 0023 310708 nil nil
Pan-European
Growth Capital
2005-06 - - Q44 - - 044 310310 nil 268
Infrastructure
2005-06 - - 069 - 069 - 160510 nil nil
Primary
Infrastructure
2005-06 - - 053 - - 053 190810 nil 161
Global Growth
2006-08 plans - - 034 - 034 - 310311 nil nl
Global Growth
08-10 - 18 0o3 - om 002 310313 nil i
India Infrastructure
0710 - 285 100 - 010 09C 300912 nil nit
Notes

1 Asaresult of the cessation of his employment on 16 May 2012 a proportion of Mr Queen s interest in the Global Growth 08-10 and India Infrastructure 07-10 plans
was forfeited As the Infrastructure 2005-06 and Global Growth 2006-08 plans were iquidated during the year Mr Queen s entire interests in these plans
terminated Duning the year but after the terrmination of hkis employment Mr Queen received £27k from the Pan-Eurcpean Growth Capital Fund and €5k from

the Infrastructure 2005-06 Fund It1s anticipated that in the current year Mr Queen will receive a payment of £171k (less termination expenses) plus a return of
acapital commitment of £5kin relation te the Primary Infrastructure 2005-06 Fund which wilt represent his entire interest in that fund which wall then terrminate
Accrued values of plan interests are calculated on the basis set out in note § on page 99 Accrued values can increase and decrease with investment valuations
and other factors and will not necessarily lead to an actual payment to the participant Accrued values as at 146 May 2012 shown above are the same as the
accrued values as at 31 March 2012 since as at 16 May 2012 no revaluation of the scheme interests had taken place

Audit

The tables in this report (Including the notes thereto) on pages 81 to 85 have been audited by Ernst & Young LLP
By Order of the Board

Jonathan Asquith
Chairman, Remuneration Committee

15 May 2013
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Financial statements
Statement of comprehensive income

for the year to 31 March

2013

2012

Notes im Em
Realised profits over value on the disposal of investments 2 195 23
Unrealised profits/{losses} on the revaluation of investments 3 250 (498)
445 {475)

Portfolio iIncome

Dividends 43 47

Inceme from loans and recewvables 54 95

Fees receivable 4 4 [
Gross portfolio return 1 546 (329}
Fees recewvable from external funds 1 kAl 8%
Carned interest

Carried interest recervable from external funds 5 4 (15)

Carned interest and performance fees payable 5 (1%} 10
Operating expenses [ (170} {180}
Net portfolio return 1 432 (425)
Interest recevable 10 [ 12
Interest payable 70 o7 (103}
Movernent in the fair value of derivatives 1 (&) (19
Exchange movements {143) (243}
Other (loss)/income 3 1
Profit/lloss) before tax 189 777
Income taxes 12 {6) 1)
Profit/lioss) for the year 183 (783}
Other comprehensive income
Exchange differences on translation of foreign operations 173 194
Actuarial gain/{loss) 9 17 {67}
Other carnprehensive incorne for the year 190 127
Total comprehensive income/(loss) for the year ( Total return ) 373 656)
Earnings per share
Basic (pence) 27 195 (82 8)
Ciluted {pence) 27 194 {828)
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Consolidated statement of changes in equity

for the year to 31 March

Capital S::;
Shars Shars redemplion payment  Translation Capital Ravenue Other Own Totat
capital premium resarve resarve reserve ressrve resarve reserves sharss equity
2013 Group Em Em Em Em £m £m Em m im Em
Total equity at the start
of the year 77 780 43 1 457 233 491 - {105) 2,627
Income/(loss} for the year 107 76 183
Exchange differences on
transiation of foreign operations 173 173
Actuarial gain 17 17
Total comprehensive
income for the year - - - - 173 124 76 - - 373
Share-based payments 9 9
Release on forfeiture
of share options (3) 3 -
Loss on sale of gwn shares (0 1 -
Qrdinary dividends {76) {76)
Issue of ordinary shares 1 i
Total equity at the end
of the year 718 780 43 17 630 356 494 - (104) 2,934
Share-
Capitat based
Share Share  redempticn payment  Translation Capital Revenue Gther Own Tatal
capital premmum reserve reserve reserve reserve reserve reserves shares equity
2012 Group Em Em £m Em £m £m £m £m £m £m
Total equity at the start
of the year 717 779 43 17 263 1093 526 5 (84) 3357
({Loss)income for the year (786) 3 (783
Exchange differences on
translation of foreign operations 194 194
Actuarial loss (67) (67)
Total comprehensive
income/{loss) for the year - - - - 194 853) 3 - - (656}
Release on lapse of equity
settled call eptions 5 {5) -
Share-based payments 5 5
Release on forfeiture
of share options 11} i -
Purchase of own shares (31} (31)
Loss on sale of own shares 12) 12 -
Ordinary dividends (49) {49)
Issue of ordinary shares 1 1
Total equity at the end
of the year 717 780 43 Il 457 233 491 - {105} 2627
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Company statement of changes in equity

for the year to 31 March

Shara-
Capital h:::d
Share Share redemption paymaent Capital Revenue Other Total
capital premium reserve reserve reserve reserve raserves aquity
2013 Company £m £m £m £m Em €m Em £€m
Total equiy at the start of the year nz 780 43 " 936 232 - 2,79
Profit for the year 400 {15} 385
Total comprehensive income for the year - - - -~ 400 {15} - 385
Share-based payments 9 9
Release on forfeiture of share options (3) 3 -
Ordinary dividends (76) {76)
Issue of ordinary shares 1 1
Total equity at the end of the year 718 780 43 17 1336 164 - 3,038
Share-
Capital based
Share Share redemgption payment Capital Revenue Other Total
cap\tal premium reserve reserve reserve reserve reserves equlty
2012 Company Em Em Em £m Em Em £m tm
Total equity at the start of the year 717 779 43 17 1414 29 5 bbb
Loss for the year (683) (21) (704)
Total comprehensive loss for the year - - - - (683) 21) - (704)
Release on lapse of equity setiled call options 5 {5) -
Share-based payments 5 5
Release on forfeiture of share options {11 1 -
Ordinary dividends {49) (49
Issue of ordinary shares 1 1
Total equity at the end of the year n7 780 43 n 936 232 - 2719
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Group Group Company Company
2013 2012 2013 2012
Notes Em £m £m £m
Assgets
Non-current assets
Investments
Quoted equity investments 431 535 243 392
Unguoted equity investrnentis 1,564 1392 798 299
Loans and receivables 1,250 1242 645 179
investment portfolic 13 3,247 3169 1,686 870
Carried interest receivable 20 36 9 24
Interests in Group entities 14 - - 1.681 2324
Intangtble assets 14 32 17 - -
Retirernent benefit surplus 9 120 56 - -
Property plant and equipment 17 7 13 - 4
Derivative financial instruments 20 - [ - &
Deferred income taxes 12 3 2 - -
Total non-current assets 3,429 3299 3,376 3228
Current assets
Traded portfolio 13 48 35 - -
QOther current assets 18 85 102 18 109
Derwvative fimancialinstruments 20 & 7 4 7
Deposits %0 441 90 441
Cash and cash equivalents 656 718 573 541
Total current assels 883 1303 785 10%
Totatl assets 4,312 4 602 4,161 4,322
Liabilities
Non-current liabilities
Carried interest and performance fees payable (39) (45) (9) -
Loans and borrowings 21 {855) (1358} (855} {1152}
B shares (6) {6) &) (6)
Retrement benefit deficit 9 (14) 10 - -
Derwvative financial instruments 20 (55) (&1} {55) {41)
Deferred income taxes 12 (3) (5} - -
Provisions 23 (8) {2) - -
Total non-current lrabilities (980) (1467} 925) {1199}
Current liabilities
Trade and other payables 22 {192) (225} {193) (173
Carried interest and performance fees payable (29} (40) - -
Loans and borrowings 21 {164) {231) - {231)
Derwvative financial instruments 20 {5} - (5) -
Current income taxes 12 {2) (3} - -
Deferred incorme taxes 12 (1} i - -
Provisions 23 {5} (8} - -
Totat current Liabilities {398) (508) {198) {404}
Total labilities {1,378} {1975) {1,123} {1603
Net assets 2934 2427 3038 2719
Equity
Issued capital 24 718 77 718 717
Share premium 780 780 780 780
Capital redemption reserve 25 43 43 43 43
Share-based payment reserve 25 17 n 17 1
Translation reserve 25 4630 457 - -
Capital reserve 25 354 233 1,338 936
Revenue reserve 25 494 49 1464 232
Own shares 26 {104) (105} - -
Total equity 2,934 2627 3038 2719
. / .
Sir Adrian Mentague’
Charrman A
G May 2013 b

89

SlUaWIaE)s |ERUeUlY



0

3iGroup plc Annual report and accounts 2013

Cash flow statement

for the year to 31 March

Group Group Company Company
2013 2012 2013 2012
£m Em Em £m
Cash flow from operating activittes
Purchase of investments {149} (647) (259) {704}
Proceeds from investments 606 77 639 828
Net (purchase)/praceeds from traded portfolio {(23) ik} - -
Portfolio interest received 15 9 5 3
Portfolio dividends received 43 44 30 24
Portfolic fees receved 4 7 {1 -
Fees received from externat funds 70 N - -
Carried interest receved 20 30 19 29
Carried interest and performance fees patd (30) (40 - -
Operating expenses {190) (240) {53} {85)
Interest received 7 12 7 1
Interest paid {118) (101) (114} 97)
Income taxes paid [¥]] {7) - -
Net cash flow from operating activities 248 12 273 ki
Cash flow from financing activities
Purchase of own shares - {31) - -
Cividend paid (76) {49) (76} (49)
Repayment of short-term borrowings {204} - (253) -
Repayment of long-term berrowings and convertible bond - (1569 - {149)
Repurchase of long-term borrowings {267) (201) (267) (184)
Net cash flow from derivatives 1 (5) 1 (5)
Net cash flow from financing activities (638) {45%) (585) (407)
Cash flow from investing activities
Acquisition of management contracts and other Debt Management business development {18) - - -
Purchase of property plant and equipment {1 2 - -
Proceeds on sale of property plant and equipment 1 1 1 -
Net cash flow from deposits 351 119 351 119
Net cash flow from investing activities 333 i18 352 119
Change in cash and cash equivalents {55) (225} 40 279)
Cash and cash equivalents at the start of year 718 61 541 834
Effect of exchange rate fluctuations {7) (18} {8) {14)
Cash and cash equivalents at the end of year 656 718 573 541
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Significant accounting policies

31 Group plc {the Company ) 1s a company registered in England and Wales The consolidated financial staterments for the year to 31 March 2013
compnse the financial statements of the Company and its subsidraries (together referred to as the Group™) Separate financial staterments of the
Company are also presented

The accounting polrcies of the Company are the same as for the Group except where separately disclosed

The firancial statements were authorised for 1ssue by the Directors on 15 May 2013

A Statement of compliance

These consolidated and separate financial statements have been prepared m accordance with International Financial Reporting Standards,
International Accounting Standards and thewr interpretations issued or adopted by the International Accounting Standards Board as adopted
for use in the European Urson { IFRS™)

These consolidated and separate financiat statements have been prepared in accordance with and i compliance with the Companies Act 2006

New standards and interpretations not applied

The IASB has 1ssued the following standards and snterpretations to be applied to financial statements with periods commencing on or after the
following dates

Eifective for perog beginming on or after

IFRS 7 Amendment to offsetting financial assets and liabilities 1 January 2013
IFRS 9 Finangial instruments = classification and measurerment 1 January 2015
iFRS 10 Consolidated financial staternents 1 January 2014
iFRS T Joint arrangaments 1 January 2014
1FRS 12 Disclosure of interest in other entities 1 January 2014
IFRS 13 Fair value measurement 1 January 2013
145 19 Amendment to employee benefits 1 January 2013
1AS 27 Amendment to separate financial statements 1 January 2014
1AS 28 Amendment to Investments in associates and joint ventures 1 January 2014
1AS 32 Amendment to offsetting financial assets and financial liahilities 1 January 2014

With the exception of IFRS 10 11 12 and IAS 27 and 28 the Directors do not anticipate that the adoption of these standards and interpretations will
have a material impact on the financial statements in the period of initial application and have decided nat to adopt early

The initial application of IFRS 10 and 12 could have a materal effect on the financial statements of the Group  The principle potential impact s
the consolidatton of the partfolio investments and funds managed by 31 in the Group financial statements  In October 2012 the IASB announced
amendments to these standards The amendments define an Investment Entity and reguire a parent that 1s an investment entity to measure its
investments in particular subswiares at fair value through profitor loss in accordance with IFRS 9 Financial Instruments instead of consolidating
those subsidiaries inits consolidated and separate financial statements As currently drafted we expect that 31 Group plc will qualify as an
investment Entity However we will not be able to adopt this standard until it has been endorsed by the EU

B Basis of preparation

The finarcial statements are presented in sterling, the functional currency of the Cempany rounded to the nearest million pounds {(Em) except
where otherwise indicated

The preparation of financial statements in conformity with IFRS requires management to make judgements estimates and assurnptions that
affect the application of pelicies and reported amounts of assets and liabilities income and expenses

The estirnates and associated assumptions are based on histonical experience and other factors that are believed to be reasonable under the
orcumstances the results of which form the basis of making the judgements about carrying values of assets and liabiities that are not readily
apparent from cther sources The most significant estimates relate to the fair valuatwon of the investment pertfolio and the actuarial valuation
of the defined benefit pension scheme These are further disclosed m accounting policies € E and K and notes 9 and 13 The actual results may
differ from these estimates

The estmates and underlying assumptions are reviewed an an ongoing basis Revisions to acceunting estimates are recognised in the pertod in
which the estimate 1s revised If the revisign affects only that peried or in the penod of the revision and future periods If the revisian affects both
current and future periods

The accounting policies set out below have been applied consistently to all periods presented in these consolidated financizl statements
The statement of comprehensive income of the Company has been cmitted from these financial statements in accordance with section 408
of the Companies Act 2006

The accounting policies have been consistently apptied across all Group entities for the purposes of producing these consolidated
financial statements
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Significant accounting policies

C Basis of consolidation

() Subsidiaries

Subsidiaries are entities controlled by the Group Control exists when the Company has the power, directly or indirectly, to govern the financial
and operating policies of an entity s¢ as 1o obtain benefit from its activities The financial statements of subsidiaries are included in the
consolidated financial statements from the date that conirol commences until the date that control ceases

{u) Associates

Associates are those entities in which the Group has significant influence, but net control over the financial and operating policies Investments
that are held as part of the Group s investment portfolio are carnied in the statement of financial position at fair value even though the Group may
have significant influence over those companies This treatment is perrmitted by 1AS 28 Investment in Associates which requires investments held
by venture capital organisations to be excluded from its scope where those investments are designated upon initial recognition as at far value
through profit or loss and accounted for in accordance with IAS 39, with changes in far value recognised in the statement of comprehensive
income in the period of the change The Group has no interests in asscciates through which it carries on its business

{m) Joint ventures

Interests in joint ventures that are held as part of the Group s iInvestment pertfolio are carnied in the balance sheet at fair value This treatment

1s permitted by tAS 31 interests in Joint Ventures, which requires venturer s interests held by venture capital organisations to be excluded from
Its scope where those investments are designated upon initial recagnition as at {air value through profit or loss are accountad for in accordance
with 145 39 with changes in fair value recogrised in the statement of comprehensive income in the period of the change

D Exchange differences

(1} Foreign currency transactions

Transactions in currencies different from the functiona! currency of the Group entity entering into the transaction are translated at the exchange
rate ruling at the date of the transaction Monetary assets and babilities dencrninated in foreign currencies at the balance sheet date are
transtated to sterling at the exchange rate ruling at that date

Foreign exchange differences anising on translation are recognised in the statement of comprehensive income Non-monetary assets and
liablities that are measured (in terms of historical cost in a foreign currency are translated using the exchange rate at the date of transaction
Non-monetary assets and Wablities denominated in foreign currencies that are stated at fair value are translated to sterling using exchange rates
ruling at the date the fair value was determined

(n) Financial statements of non-sterling operations

The assets and liabilities of operatons whese functionat currency 1s not sterling, including fair value adjustments arising on consolidation, are
translated to sterbing at exchange rates ruling at the balance sheet date The revenues and expenses of these operations are translated to sterling
at rates approximating to the exchange rates ruling at the dates of the transactions Exchange differences artsing on retranslation are recognised
In other comprehensive iIncome and accumulated within a separate component of equity the Transtation reserve and are released upon disposal
of the non-sterling operation

In respect of non-sterling operations, cumulative transtation differences on the consclidation of non-sterling operations are being accumulated
from the date of transition to IFRS 1 April 2004 and not from the onginal acquesition date

E Investment portfolio

{0 Recognition and measurement

Investments are recognised and de-recogrised on a date where the purchase or sale of an investment 1s under a contract whose terms require
the delivery or settlement of the investment The Group manages 1ts investments with a view to profiting from the receipt of investment income
and capital appreciation from changes in the fair value of equity investrents

Quoted investments are designated at fair value through profit and loss and subsequently carried in the balance sheet at fair value Fairvalue
15 measured using the closing bid price at the reporting date where the investment 15 quoted on an active stock market

Unguoted equity investments are designated at fair value through profit and loss and are subsequently carried in the balance sheet at far vaiue
Fair value 1s measured using the International Private Equity and Venture Capital valuation guidelines (IPEV), details of which are in the section
called Portfolio valuation — an explanation

Other investments includes loan investments bonds and fixed income shares Loans, bonds and fixed income shares are carried in the balance
sheet at amortised cost less impairment For more detal see the section calted Portfolio valuation - an explanation The fair value of loans and
recevables 15 not anticipated to be substantially different to the holding value
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The traded portfolio includes investments in loans and associated investments which are traded on a regular basis within Palace Street |, the
Credit Opportunittes Fund These (oans are measured at fair value through profit or loss upon initial recognition and classified as held for trading
i accordance with JAS 39

Allinvestments are initially recogmised at the fair vatue of the consideration given and held at this value until it 1s appropriate to measure fair
value on a different basis apply:ng 31 Group s valuation policies

Interest bearing loans accrue interest which s either settled in cash or capitalised on a regular basis and included as part of the principat loan
balance The capitalisation of accrued interest is treated as part of nvestment additions during the year [f the fair value of an investment i1s
assessed to be below the principal value of the loan the Group recognises a provision against any interest income accrued from the date of the
assessment going forward "Camitalisation at il value™ s the term used to describe the capitalisation of accrued interest which has been fully
provided for These transactions are disclosed as additions to portfolio cost with an equal reduction in portfolio value

{1} Income

Gross portfolio return 1s equivalent to “revenue” for the purposes of IAS 1 It represents the overall increase in net assets from the investment
portfolio net of deal-related costs but excluding exchange movements Investment income 1s analysed into the following compoenents

{a) Realised profits or losses over value on the disposal of nvestrents are the difference between the fair value of the consideration received less
any directly attributable costs on the sale of equity, traded loans and the repayment of {cans and recevables and its carrying value at the start
of the accounting penod, converted into sterling using the exchange rates in force at the date of disposal

(b Unrealised profits or losses on the revaluation of nvestments are the movement in the carrying value of investments between the start
and end of the accounting period converted into sterling using the exchange rates in force at the date of the movement

(¢} Portfolio Income 1s that portion of income that 1s directly related to the return from indmdual investments 1t is recognised to the extent that
itis probable that there will be economic benefit and the income can be reliably measured The following spectfic recognition criteria must
be met before the Income 15 recognised

m» Dwidends from equity investments are recognised in the statement of comprehensive income when the shareholders rights to recerve
payment have been established

» Incorne from loans and recevables and the traded portfolio 1s recognised as it accrues by reference to the principal outstanding and the
effective interest rate applicable which s the rate that exactly discounts the estimated future cash flows through the expected life of the
financial asset to the asset s carrying value When the fair value of an investment s assessed to be below the principal value of a lean the
Group recognises a provision against any interest accrued from the date of the assessment going forward until the investment 1s assessed
to have recovered in value

m Fee income Is earned directly from investee companies when an investment is first made and through the life of the investment Fees that
are earned con a financing arrangement are cansidered to relate to a financial asset measured at fair value through profit or loss and are
recognised when that investment 1s made Fees that are earned on the basis of providing an ongoing service to the investee company are
recognised as that service 1s provided

F Fees receivable from external funds

(1) Fund management fees
The Group manages private equity, infrastructure and debt management funds Fees earned from the ongoing management of these funds
are recognised to the extent that it 15 probable that there will be economic benefit and the income can be reliably measured

{n) Advisory fees
The Group acts as investment adviser to private equity and infrastructure funds Fees earned from the provision of investment advisory
services are recogrused on an accruals basis in accordance with the substance of the relevant investment advisery agreement

(i) Performance fees

The Group earns a performance fee from funds to which it provides investment advisory services where specified performance targets
are achieved Performance fees are recogrused to the extent that it1s probable that there will be economic benefit and the income can
be reliably measured

() Support services fees

The Group provides support services to external funds including accounting treasury management corporate secretariat and investor
relations Fees earned from the provision of these suppert services are recogmised on an accruals basis n accordance with the relevant
support services agreement
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Signuficant accounting policies

G Carried interest

(1) Carried interest receivable

The Group earns a share of profits { carried interest recewable ) from funds which it manages on behalf of third parties These profits are earned
once the funds meet certain performance conditions

Carnied interest recetvable 1s only accrued on these managed funds in which the fund s perfermance conditions, measured at the balance sheet
date, would be achieved If the remaining assets in the fund were realised at far value Fair value s deterrmined using the Group s valuation
methodolegy and 1s measured at the balance sheet date An accrual s made equal to the Groups share of profits In excess of the performance
conditions, taking into account the cash already returned to fund investors and the fair value of assets remaiming in the fund

(n) Carried interest payable

The Group offers investment executives the opportunity to participate in the returns from successful investments Carried interest payable
15 the term used for amounts payable to executives on investment-related transactions

A vanety of asset pooling arrangements are in place so that executives may have an interest in one or mare carried interest scheme

Carried interest payable is only accrued on those schemes in which the scheme s performance conditions measured at the balance sheet date,
would be achieved If the remaining assets in the scheme were realised at fair value An accrual s made egual te the executive s share of profits
in excess of the perfermance conditions in place in the carried interest scheme

H Intangible assets

Fund management contracts such as those acquired by the Group in connection with the acquisition of a subsidiary, are stated at theur fair value
at the date of acquisition less accumulated amortisation and impairment tosses Amortisation is charged to the statement of comprehensive
income on a straight-line basis over the estimated useful life of the fund management contract, typically five to 10 years

| Property, plant and equipment
() Land and buildings

Land and bulldings are carried in the halance sheet at fair value less depreciation and impairment Fair value 1s determined at each balance
sheet date from valuations undertaken by professional valuers using market-based evidence Any revaluation surplus s recogrised in other
comprehensive income and credited to the Capital reserve except to the extent that it reverses a previous valuation deficit on the same asset
recogrused in prafit or loss in which case the surplus is recogrised in profit or toss to the extent of the previous deficit

Any revaluation defiart that offsets a previously recognised surplus in the same asset 1s directly offset against the surptus in the Capital reserve
Any excess valuation deficit over and above that previously recognised in surplus i1s recognised in the statement of comprehensive income

Depreciation on revalued buildings 15 charged in the staternent of comprehensive Income over their esttmated useful Ufe, generally over 50 years

{n) Vehicles and office equipment
Vehicles and office equipment are depreciated by equal annual instalments over therr estimated useful lives s follows office equipment
five years, computer equipment three years computer software three years motor vehicles four years

{m) Assets held under ftnance leases

Assets held under finance leases are depreciated over their expected useful life on the same basis as owned assets or, where shorter, the lease
term Assets are reviewed for impairment when events or changes in circumstances indicate that the carrying amount may not be recoverable
The interest element of the rental obligations 1s charged in the statement of comprehensive iIncome over the period of the agreement and
represents a constant proportion of the balance of capital repayments outstanding

(v} Leasehold improvements
Leasehold improvemnents are depreciated by equal annual instalments over the shorter of their estimated useful bves and the lease term
Assets are reviewed for impairment where events or changes in circumstances indicate that the carrying value may not be recoverable

J Treasury assets and Liabilities

Short-term treasury assets and short and long-term treasury liabilities are used in order to manage cash flows and overall costs of borrowing
Financial assets and liabilities are recognised in the balance sheet when the relevant Group entity becomes a party to the contractual provisions
of the instrument De-recognitton occurs when nights to cash flows from a financral asset expire, or when a iability 1s extinguished
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(1) Cash and cash equivalents

Cash and cash equivalents i the balance sheet comprise cash at bank and in hand and short-term deposits with an oniginal maturity of three
months or less For the purposes of the cash flow statement, cash and cash equivalents comprise cash and short-term deposits as defined above
and other short-term highly liquid investments that are readily convertible into cash and are subject to insignificant risk of changes in value net

of bank overdrafts

(u) Deposits

Deposits in the balance sheet comprise longer term deposits with an oniginal matunty of greater than three months

(i) Bank loans, loan notes and borrowings

All loans and berrowings are 1mtially recognised at the fair value of the consideration recerved net of 1ssue costs associated with the borrowngs
After imtial recogrution, these are subsequently measured at amortised cost using the effective interest methed which s the rate that exactly
discounts the estimated future cash flows through the expected life of the liabilities Amortised cost 1s calculated by taking into account any 1ssue
costs and any discount or premium on settlement

{iv) Dervative financial instruments
Derivative financial instruments are used to manage the risk associated with forergn currency fluctuations of the investment portfol:o and

changes in interest rates on its borrowings This 1s achieved by the use of foreign exchange contracts, currency swaps and interest rate swaps
All derivative financiat instruments are held at fair value

Derivative financiat mnstruments are recognised nitially at fair value on the contract date and subsequently re-measured to the fair value at each
reporting date The farr value of forward exchange contracts s calculated by reference to current forward exchange contracts for contracts with
similar matunty profiles The fair value of currency swaps and interest rate swaps 1s determined with reference to future cash flows and current
interest and exchange rates All changes in the fair value of financial instruments are taken to the statement of comprehensive income

K Employee benefits

(1) Retirement benefit costs
Payments to defined contribution retirement benefit plans are charged to the statement of comprehensive income as they fall due

For defined benefit retirement plans, the cost of providing benefits i1s determined using the projected unit method with actuaniat valuations being
carried out at each balance sheet date Current service costs are recognised In the statement of comprehensive ncome Actuanial gamns or losses
are recognised in full as they arise in other comprehensive income

A retirement benefit deficit s recognised in the balance sheet to the extent that the present value of the defined benefit obligations exceeds
the fair value of plan assets

A retirernent benefit surplus 1s recogrised in the balance sheet where the fair value of plan assets exceeds the present value of the defined
benefit abligations lmited to the extent that the Group can benefit from that surplus

(n) Share-based payments

The costs of share based payments made by the Company in respect of subsidiaries employees are treated as additional investments
n those subsidiaries

The Group has equity-settled and cash settled share-based payment transactions with certain employees Equity settted schemes are
measured at fair value at the date of grant, which is then recognised in the statement of comprehensive income on a straight-line basis over
the vesting period, based on the Group s estimate of shares that will eventually vest Fair value 1s measured by use of an appropriate model
In valuing equity-settled transactions, no account is taken of any vesting conditions ather than conditions linked to the price of the shares

of 3t Group plc The charge 1s adjusted at each balance sheet date to reflect the actual number of forfeitures cancellations and leavers during
the period The movement in cumulabive charges since the previous balance sheet s recognised in the statement of comprehensive income,
with a corresponding entry in equity

Liabilities anising from cash settled share based payment transactions are recognised in the staternent of comprehensive Income over the
vesting pertod They are fair valued at each reporting date The cost of cash settled share based payment transactions is adjusted for the
forfeitures of the participants rights that no longer meet the plan requirements as well as for earty vesting
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Significant accounting policies

L Other assets

Assets, other than those specifically accounted for under a separate policy are stated at therr cost less impairment losses They are reviewed at
each balance sheet date to determine whether there 1s any indication of impairment If any such indication exists, the asset s recoverable amount
is estimated based on expected discounted future cash flows Any change in the level of impairment i1s recognised directly in the statement of
comprehenswe income Animpairment loss Is reversed at subseguent balance sheet dates to the extent that the asset s carrying amount does
not exceed its carrying value had no imparment been recognised

M Other liabilities

Liabilities, other than those specifically accounted for under a separate policy. are stated based on the amounts which are considered to be
payable in respect of goods or services recerved up to the balance sheet date

N Share capital

Ordinary shares 1ssued by the Group are recogrised at the proceeds or fair value received with the excess of the amount receved over nominal
value being credited to the share premium account Directissue costs net of tax are deducted frorn equity

O Provisions

Provisions are recognised when the Group has a present obligation of uncertain timing or amount as a result of past events and it 1s probable
that the Group will be required to setile that obligation and a reliable estimate of that obligation can be made The provisions are measured

at the Directors best estimate of the amount to settle the obligation at the balance sheet date and are discounted to present value if the effect
1s material Changes in provisions are recognised in the statement of comprehensive income for the period

P Income taxes

Income taxes represent the sum of the tax currently payable withholding taxes suffered and deferred tax Tax is charged or credited in the
staternent of comprehensive income, except where it relates to items charged or credited directly to equity, in which case the tax 15 also dealt
with In equity

The tax currently payable 1s based on the taxable profit for the year This may differ from he profit included in the statement of comprehensive
income because it excludes ems of income or expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible

Deferred tax s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities in the financiat
staterments and the corresponding tax bases used in the computation of taxable profit { temporary differences™ and 1s accounted for using the
balance sheet liability method

Deferred tax liabilities are generally recognised for all taxable temporary differences Where there are taxable differences arising on tnvestments
in subsicharies and associates, anad interests in joint ventures, deferred tax labilities are recogmsed except where the Group 1s able to control
reversal of the temporary difference and it 1s probable that the temporary differences will reverse in the foreseeable future

Deferred 1ax assets are generally recognised to the extent that it 1s probable that taxabie profits will be available against which deductible
temporary differences can be utiised However where there are deductible temporary differences ansing from investments in subsidiaries
branches and associates, and interests in jont ventures deferred tax assets are recognised only to the extent that it 1s probable that both the
ternporary differences will reverse in the foreseeable future and taxable profits will be available against which the temporary differences can
be ut:lised

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it 1s ne longer probable that
sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax assets and liabilbties are not recognised iIf the temporary differences arise from the initial recogmbion of goodwill and other assets
and Liabilities 1n a transaction that affects neither the taxable profit nor the accounting profit

Deferred tax s calculated at the tax rates that are expected to apply in the period when the liability 15 settled or the asset is realised using tax
rates and laws that have been enacted or substantively enacted by the balance sheet date
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Notes to the financial statements

1 Segmental analysis

Operating segments are components of the entity whose results are regularly reviewed by the entity s chuef operating decision-maker to make
decisions about resources to be allocated to the segment and to assess its performance The chief operating decision-maker for the Group is
considered to be the Chief Executive Qfficer The Group s operating segments have been defined as the Groups business lines, namely Private
Equity, Infrastructure and Debt Management The bustness tines are determined with reference to market focus, geographic focus, and
investment funding model

The performance of operating segments 15 assessed based on the net portfolie return, principatly compristng gains and losses on investments
and mvestment income, fees received from management of external funds and the associated costs of the business line Segmental assets are
represented by the investment portfolio value for each business line

Private Debt

Equity’  Infrastructure Management Total
Year to 31 March 2013 £ £m £m im
Grass portfolio return
Realised profits over value on the disposal of investments 190 - 5 195
Unrealised profits/(tosses) on the revaluation of investments 250 {2} 2 250
Portfolio Income
Dividends 22 18 3 43
Income from loans and receivables 52 - 2 54
Fees recevable/{payable) [ - - 4
518 16 12 546
Net portfolio return
Fees receivable from external funds 19 21 n YAl
Carried interest recewvable from external funds 4 1 (1} 4
Carned interest and performance fees payable 1) (2) (8) (19)
Operating expenses (114) (24) (32) (170}
416 12 4 432
Net divestment/(investment)
Realsations 575 3 - 608
Cash investment (121} (5) (486) {172}
454 26 (486) 434
Balance sheet
Value of investment portfolio at the end of the year 2,707 507 81 3,295
1 The Private Equity business ine now includes Non-core investments which were previously disclosed separately
Private Oebt
Equity'  Infrastructure Management Tetal
Year to 31 March 2012 Em Em Em Em
Gross portfolio return
Realised profits over value on the disposal of Investments 22 - 1 23
Unrealised losses on the revalvation of investments {488) {7) (3) {498
Portfolio income
Dwidends 27 18 2 47
Income from loans and recevables 94 - 1 9%
Fees recewvable/(payable) 4 - - 4
{341 1l 1 (329)
Net portfolio return
Fees receivable from external funds 32 25 32 829
Carned interest recewable from external funds (13) (18) 12 (15)
Carried interest and performance fees payable 13 8 (1) 10
Operating expenses (132) {17) {31) {180)
{441) 13 3 (425)
Net divestment/(investment)
Realisations 770 1 - 77
Cash investment 377 {70) an {464)
393 (69 (17) 307
Balance sheet
Value of tnvestment portfolio at the end of the year 24634 528 42 3204

1 The Private Equity business line now includes Non-core investments which were previously disclosed separately
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Notes to the financial statements

1 Segmental analysis (continued)

Continental The Rastof
UK Europe Americas Asia World Total
Year to 31 March 2013 £m £Em £&m Em £m Em
Gross portfolio return
Realised profits over value on the disposal of investments 56 30 107 3 {1 195
Unrealised profits/(losses) on the revaluation of iInvestments 86 197 27 (41) 1 250
Portfolic iIncome [ 40 14 2 1 10t
184 267 148 {56) 1 566
Net divestment/(investment}
Realisations 150 2N 222 3 - 606
Cash investment (3] (102} (81) (5) - 172)
144 129 161 [Fi] - 434
Batance sheet
Value of investrnent portfolio at the end of the year 1.048 1,542 262 437 [ 3,295
Continental The Rest of
UK Europe Americas Asia World Total
Year to 31 March 2012 £m fm £m Em £m £m
Gross portfolio return
Realised {lossesl/prafits aver vatue on the disposat of invesiments {19) 40 1 1 - 23
Unrealised losses on the revaluation of investments {34) (351) (4) (107) - {498)
Portfolio Income 66 59 21 - - 144
1 {252) 18 (106) - (329)
Net divestment/{investment)
Realisations 7% 670 9 16 - il
Cash Investment (55) {373) (18) (18) - (b&4)
21 297 9 (2) - 307
Balance sheet
Value of investment portfolio at the end of the year 1029 1421 278 470 [ 3204
2 Realised profits over value on the disposal of investments
2013 2013 2013 2013
Unguotsd Ouoted Loans and Traded 2013
squity quity receivables portfolio Total
£m £Em £m £m £m
Realisations 351 120 135 - 606
Vatuation of disposed Investments 1166) {113} (133} 5 {407}
Investments written off (&) - - - {4}
181 7 2 5 195
2012 2012 012 0z
Unguoted CQuoted Loans and Traded 2012
equity equity receivables portfolio Total
im Em £m £m £m
Realisations 557 1 213 - n
Valuation of disposed investments (517) (2} (197) 1 (71%)
investments written off - - {331 - (33}
40 {1} {17 1 23
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3 Unrealised profits/{losses) on the revaluation of investments

2013 2m 2013 2m3
Unquated Guoted Loans and Traded 2013
squity squity recewvables portfolio Total
Em £m Em Em £m
Mavement n the fair value of equity and traded loans 215 n - {n 225
Provisions recovered loan impairments and other movements = - 25 - 25
215 1 25 {1) 250

m2 mmnz 2012 2012
Unquoted Quoted Loans and Traded 2012
equily equly receivables portfolio Total
Em Em Em £m fm
Movement in the fair value of eguity and traded loans {160) 120 - m N8y
Provisions loan impairments and ather mavements (64) - 253} - (317)
(224) (20} (253) (1) (&98)

Provisions have been recognised only on investments where it 1s considered there 1s a greater than 50% risk of the Group s investment failing

All other equity value movernents are included within the mavement in the fair value of equity

4 Fees receivable

2013 2012
£m £m
Fees receivable 6 12
Deal-related costs (2} {8)
L] [
Fees receivable include fees arising from the ongoing management of the portfolio together with fees antsing from making investments
Deal-related costs represent fees incurred on aborted deals and fees incurred in the process of acquiring an investment
5 Carried Interest and performance fees payable
013 2012
£m £m
Carried interest recewable from external funds 4 {15)
Carriad interest and performance fees payable (1%) 10
{15) {5)

Carnied interest receivable represents the Group s share of prefits from external funds Each fund is reviewed at the balance sheet date and
income 1$ accrued based on fund profits in excess of the performance conditions within the fund taking intg account cash already returned

to fund investors and the fair value of assets remaiming in the fund

Carried interest and performance fees payable represents the ameunt payable to executives from the Groups carried interest schemes and

also includes the fees payable to infrastructure and Oebt Management executives that are based on fund performance As with carried interest

receivable each scheme 1s separately reviewed at the batance sheet date, and an accrual made egual to the executives' share of profits once

the performance conditions (n the scheme have been met

6 Operating expenses

Operating expenses include the foltowing amounts

2013 2012

£m £m

Depreciation of property plant and equipment 1 3
Amortisaton of fund management contracts 4 [A
Audit fees 2 2
Staff costs (note 7) 84 98
Restructuring and redundancy costs 30 ?
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6 Operating expenses (continued)

Services provided by the Group’s auditors
During the year the Group chtained the following services from the Groups auditors, Ernst & Young LLP

2013 2012
[1] Em
Audit services

Statutory audit — Company 13 12
- UK subsidiaries 05 05
- Overseas subsidiaries 02 02
Audit-related regulatory reporting - 01
20 20

Non-audit services
Other assurance services 02 01
Investment due giligence 01 04
Tax services {compliance and advisory services} 01 02
24 27

Non-audit services
These services are services that could be provided by a number cf firms and include general consultancy work Work 1s allocated to the auditors
only if it does not irmpact the ndependence of the audit firm

In addition to the above, Ernst & Young LLP has recewved fees from investee companies It 1s estimated that Ernst & Young LLP receive less than
20% of the totzl investrment-related fees paid to the four largest accounting frms

Ernst & Young LLP also acts as auditor to the 31 Group Pension Plan The appointment of the auditors to this Plan and the fees paid in respect of
the audit are agreed by the trustees who act independently from the management of the Group The aggregate fees paid to the Group s auditors
for audit services to the pension scherme during the year were less than £01 million (2012 less than £0 1 mullion)

7 Staff costs

03 2012

£m Em

Wages and salaries 66 72
Social security costs’ 9 i2
Share-based payment costs (note 8) 4 b
Pension costs 5 8
84 98

1 Excludes E4m of social security cost included in restructuring and redundancy costs
The average number of employees during the year was 358 (2012 472)

Wages and salaries shown above include salaries paid in the year, bonuses and portfolio incentive schemes relating to the year These costs are
included (n operating expenses The table below analyses these costs between fixed and variable elements

2013 2012
£m £m
Fixed staff costs 52 69
Variable staff costs 32 29
84 98
8 Share-based payments
The total cost recognised in the statement of comprehensive income 1s shown below
2003 2012
£m £m
Share aptions’ {1) {1)
Share awards included as operating expenses’ 4 [
Share awards included as carnied interest! [ -
Share incentive plan - 1
Cash settled share awards 1 {1
Accrual for share-based bonus - 1
10 [

1 Credited to equity

The features of the Group s share schemes are set out on pages 101 and 102 For legal regulatory or practical reasons certain participants may
begranted phantom awards under these schernes which are intended to replicate the financial effects of a share award wathout entiting the
participant to acquire shares The carrying amount of liabilities anising from share-based payment transactions 2t 31 March 201315 £2 million (2012
£1 million) The intrinsic value of babiities ansing from share-based payment transactions which have vested by 31 March 201315 £nil (2012 £nil}
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8 Share-based payments (continued)

The following information shows detanls of the share-based payment awards made during the year

Share awards Cash settied share awards
June 2012

July 2012 July 2012

Grant date August2012 August 2012
Vesting periog 2-3years 2-3 years
Life of the award 10 years 10 years
Valuation methodology Share price at grant Share price at grant
Weighted average fair value of awards granted 201 21

Share options

Options granted under the 31 Group Discretionary Share Plan are normally exerciszble between the third and tenth anniversaries of the date
of grant to the extent a performance condition has been met over a performance period of three years from the date of grant Details of the
performance conditions to which unvested optrons are subject are set out in the Directors remuneration report

Details of share options outstanding during the year are as follows

2013 2012

o3 Waighted 2012 Wenghted

Numbaer average Number average

of shara  exercise pnice of share  exercise price

options {pence) options {pence)

Qutstanding at the start of the year 9,739,142 341 15 408993 384
Lapsed {5.577 357} 308 (5 869 851) 408
Expired (589,204) 816 - -
Qutstanding at the end of year 3,572,581 80 2739142 341
Exercisable at the end of year 3145,802 39 5063933 395

Included within the total number of share cptions are no options over shares that were granted on or before 7 November 2002 and therefore have
not been recognised m accordance with IFRS 2 (2012 1 million options}

The range of exercise prices for options outstanding at the year end was

2013 2012

Weighted Werghted
Grate date exarcren e 2013 exercisepre 2012
year to 31 March {pence) Number (pence) Number
2003 - - 417 819294
2004 356 813,203 355 1063 850
2008 372 1,206,616 73 14652911
2006 835 1145583 L34 1522878
2007 - - - -
2008 - - - -
2009 - - - -
2010 - - 277 3149786
20M 295 406,779 295 1525423
as0 3,572,581 341 9739142

Options are exercisable at a price based on the market value of the Company s shares on the date of grant

No oplions were exercised during the year {2012 nil} The options outstanding at the end of the year have a weighted average contractual life of 2 02 years
(2012 4 &7 years} The cost of share options has been spread over the vesting period of three to five years No options were granted during the year

Share awards
Details of share awards outstanding during the year are as follows

2013 2012
Outstanding at the start of the year 16,698,893 9867630
Granted 2,744,884 12341866
Exercised {Y71,087) (2859857}
Lapsed (5.500,856) (2 450 745)
Outstanding at the end of year 13,773,834 14698893

The awards outstanding at the end of the year have a weighted average contractuat life of 6 95 years (2012 8 84 years) The cost of share awards
1s spread over the vesting penod of two to three years

wm
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8 Share-based payments (continued)

A summary of the vesting conditions of share awards Is as follows

Performance share awards {market condition)

The performance cendition for Performance shares issued before July 2011 1s based on the outperformance of the theoretical growth in value

of a shareholding in the Company {with dividends reinvested for the three year performance period from grant (averaged over a 60-day penod}

compared to the growth in value of the FTSE 100 Index {with dividends reinvested) adjusted for mergers, demergers and de-listings over that |
period

Performance share awards (non market condition)

Performance shares i1ssued after June 2011 will vest, subject to a vesting scale If the annualised growth of the Groups return on opening equity ‘
during the three year performance period equals or exceeds 10% per annum ‘
|

Performance-based awards

Performance-based share awards are made to certain investment executives These plans operate In a similar format to a carry scheme where
a percentage of shares will vest once a realised profit hurdle has been achieved on a defined group of assets

Deferred share bonus

Certain employees receve an element of their bonus as a conditional award of shares which vest after two or three years The awards
are not subject to a performance condition The far value of the deferred shares is the share price at the date of the award

Deferred share awards
Certain employees recesve awards of deferred Shares which vest after two or three years subject to continued service for that period
These awards are not subject to a performance condition The fair value of the deferred shares 1s the share price at the date of the award

Share incentive plan

Eligible UK employees may participate tn a HM Revenue and Custems approved Share Incentive Plan intended to encourage employees to Invest
in the Company s shares Accordingly it 1s not subject to 2 performance condition During the year participants invested up to £125 per month from
therr pre-tax salartes in the Company s shares {referred to as partnership shares) For each share so acquired the Company grants two free
additional shares {referred to as matching shares) which are normally subject to forfeiture if the employee ceases to be employed (other than

for certain permitted reasons) within three years of grant

Employee Trust

The Group has established the 3: Group Employee Trust which holds shares in 31 Group plc which can be used to meet its cbligations under
certain share schemes The Trustee has full discretion as to the application of trust assets However in accordance with IAS 27 Consolidated
and Separate Financial Statements 31 Group plc 1s censidered the ultimate contrelling party for accounting purposes and the eperations

of the 31 Group Employee Trust are fully consolrdated by the Group

9 Retirement benefits

Retirement benefit plans .

(1) Defined contribution plans |
The Group aperates a number of defined contribution retirement benefit plans for qualifying employees throughout the Group The assets of

these plans are held separately from those of the Group The employees of the Group s subsidiaries in France are members of a state managed

retirement benefit plan operated by the country s government 31 Europe plc s French branch 1s required to contribute a specific percentage

of payroll costs to the retrement benefit scheme to fund these benefits

The total expense recogrised in the statement of comprehensive income 1s £4 million {2012 £4 million), which represents the contributions
payable to these plans There were no outstanding payments due to these plans at the balance sheet date

(u) Defined benefit schemes

The Group operates a final salary defined benefit plan for qualifying employees of its subsidiznies in the UK { the Plan } The Plan has not been
offered to new employees joining 31 since 1 April 2006 The Plan was closed to the future accrual of benefits by members with effect from

5 Apnil 2011, although the final salary ink will be maintained on existing accruals Members of the Plan have been imvited to join the Group s
defined contribution plan with effect from 6 April 2011 The defined benefit plan s a funded scheme the assets of which are independent

of the Company s finances and are admiristered by the Trustees As the fund 15 now closed to future accrual, measures have been taken

to de-risk the fund through changes to its investment policy
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9 Retirement benefits (continued)

The last fult actuanal valuation as at 30 June 2010 was updated on an IAS 19 basts by an independent qualified actuary as at 31 March 2013

The principal assumptions made by the actuaries and used for the purpose of the year end valuation of the Plan were as follows

2013 2012
Discount rate & 4% 4 6%
Expected rate of salary increases 58% 57%
Expected rate of pension increases 34% 3 4%
Retail Price Index {RPI) inflation 33% 32%
Consumer Price Index (CPI) inflation 2 6% 25%
Expected return on the Plan assets n/a 4 6%

1AS 19 (Rewised) will be implemented by 31 from 1 January 2013 The main effect will be that the expected returns on pension scheme assets will
no longer be recogmised in the income statement Expected returns will be replaced by income calculated using the same discount rate as that
used to measure the pension obligations

The post-retirement mortality assumption used to value the benefit obligaton at 31 March 2013 1s BC% of the PNAQQ tables allowing for
improvements from 2000 in Line with the CMI 2009 core prejections with a long-term annual rate of improvement of 15% (31 March 2012 80%
of the PNAOC tables allowing for improvements from 2000 in line with the CMI 2009 core projections with a leng-term annual rate of future
improvement of 15%} The life expectancy of a male member reaching age 40 1n 2033 (2012 2032)1s projected to be 33 22012 331) years
compared to 307 {2012 30 &) years for someone reaching 60n 2013

The amount recogrised in the statement of financial position in respect of the Groups defined benefit schemes are as follows

2013 202

£m Em

Present value of funded obligations 720 693
Fair value of the Plan assets (904) (798}
Asset restriction [T 49
Retirement benefit surplus in respect of the Plan {120 (56)
Retirement benefit deficit in respect of other defined benefit schemes 14 10

The asset restriction relates to tax that would be deducted at source n respect of the Ptan surplus together with the surplus that arises from the
present value of supplementary contrtbutions to the Plan agreed by the Plan trustees

Amounts recognised in the statement of comprehensive income In respect of the Plan are as follows

2013 2012
Em Em
Included in operating costs
Cuzrent/past service cost - 2
Included in interest payable (note 10}
Expected return on the Plan assets {38) (&0}
Interest an obligation n 32
Included in other comprehensive income
Actuanal [ganifloss {35} 56
Asset restriction 15 10
Total actuanal (gain)/loss and asset restnction (20) 1]
Total 27) 50
Changes in the present value of the defined benefit obligation were as follows
2012 2012
£m £fm
Opening defined benefit obligation 493 587
Current/past service cost - ]
Interest cost " 32
Actuarial loss 33 90
Benefits paig {37) {18)

Closing defined benefit obligation 720 693
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? Retirement benefits (continued)

Changes In the fair value of the Plan assets were as follows

201 2012

£m Em
Qpening fair value of the Plan assets 798 670
Expected returns k1] 40
Actuarial gain 68 34
Caontributions 37 72
Benefits pad {37) (18)
Clasing fair value of the Plan assets 904 798
Contributions paid to the Plan are related party transactions as defined by |AS 24 Related party transacttons
The fair value of the Plan assets at the balance sheet date 1s as follows
2013 2012
£m Em
Equities 318 272
Corporate bonds 235 193
Gilts 341 332
Qther 10 1
904 798

The actual return on the Plan assets for the year was a gan of £106 milbion (2012 £74 million)

The Plan assets do not include any of the Group s own equity instruments nor any property in use by the Group The expected rate of returns
of individual categories of the Plan assets is determined by reference to individual indices

The history of the Plan 1s as follows

2013 2012 201 2010 2009

£m £m £m £m £m

Present value of defined benefit abligation 720 493 587 593 437
Fair value of the Plan assets {704) (798) (670) {587} {419)
Asset restnction b4 49 39 22 -
{Surplusl/dehicit (120) (56) (44) 28 18
Experience adjustments on the Plan iiabilities - 1% {21% 2% 2%
Experience adjustments on the Plan assets 8% {4)% - 16% (26)%

The cumulative actuanal losses recognised In other comprehensive tncome are £147 million (2012 €168 mullion) This includes £64 rullion (2012
£49 million} In respect of the asset restriction

As the Ptan was closed to future accrual of benefits by members with effect from 5 April 2011 the Group ceased 1o make regular contributions
to the Planin the year to 31 March 2012 The triennial actuanal funding valuation as at 30 June 2010 was completed in September 2011

This resulted in an actuanial deficit of £130 milion The Group has paid contributions to the Plan to fund this deficit Under an agreed schedule
of contributions the Group paid contributions of £36 million (2012 £72 million) during the year (included within operating expenses In the Group
cash flow statement In addition a contingent asset arrangement was entered into during the period, details of which are provided in note 31
No more additional contnbutions are due in relation to the funding of the deficit The next triennial actuarial funding valuation exercise will
commence shortly, based on the financial position as at 30 June 2013

Other retirement schemes

Employees in Germany and Spain are entitied to a pension based on therr length of service 31 Deutschland GmbH and the German and Sparish
branches of 31 Europe plc contribute to individual investment policies for thewr employees and have agreed to indernnify any shortfall on an
employee s investment policy should it arise The total value of these investment policies intended to cover pension babilities is £3 miluon

(2012 £4 million} and the future Latnlity calculated by German and Spanish actuanies 1s £17 rmullion {2012 £14 millron) The Group has recognised
cumulative actuanial losses of £3 million (2012 £1million} and £1 rmilhion (2012 £1 million) in the statement of comprehensive Income in respect
of these schemes
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10 Net interest payable

2013 2012
£m £m
Interest receivable
Interest on bank deposits é 12
b 12
Interest payable
Interest on loans and borrowings (103) {109}
Interest on converhible bonds - 1)
Amortisation of convertible bonds - (1)
Net finance {expense)/incame an pension plan [ 8
%7 {103)
Net interest payable (91) {91)
11 Movement In the far value of derivatives
203 2012
£m Em
Interest-rate swaps 8) (9
Call options - 1))
Forward foreign exchange contracts 2 1
{6) (19)

Exchange movements in relation to forward foreign exchange contracts are included within exchange movements in the statement of

comprehensive income During the year 2n £11 million loss {2012 £16 million gain) was recogrised in exchange movements Iin relation to forward

foreign exchange contracts

12 Income taxes

2013 2012
im £m
Current taxes
Current year (9} (8)
Delerred taxes
Delerred income taxes 3 2
Total income taxes in the staternent of comprehensive incorme (6} (6)
Reconciliation of itncome taxes in the statement of comprehensive income
The tax charge for the year s different to the standard rate of corporation tax in the UK currently 24% (2012 26%), and the differences are
explained below
2013 012
Em £m
Profit before tax 189 (777}
Profit before tax multiplied by rate of corparation tax in the UK of 24% (2012 26%) {45) 202
Effects of
Permanent differences (%) 12
Short-term tming differences - (12}
Non-taxable dividend income 10 2
Foreign tax {4) (4)
Capital tosses/profits &7 (206
Excess tax losses arising in the peried (25) _
Total iIncome taxes in the statement of comprehensive intome (6) 5]

The Groups realised profits, fair value adjustments and impairment losses are primarily included in the Cormpany the affairs of which are

directed s0 as to allow it to be approved as an investment trust An investment trust 1s exempt frorm tax on capital gains, therefore the Group's

capital return will be largely non-taxabte
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12 Income taxes {continued)

Deferred income taxes

203 Mz
Em Em
QOpening deferred income tax Uability
Tax losses 10 25
Income In accounts taxable in the future {12) {26)
Deferred tax recognised on acquisition (&) 5
Other 2 -
(4} (&)
Recagnised through statement of comprehensive income
Tax losses utilised - {15)
Income in gccounts taxable in the future - 14
Armortisation of intangible asset 1 1
QOther 2 2
3 2
Closing deferred income tax Liabilily
Tax losses 10 10
Income in accounts taxable in the future (12) {i2)
Deferred tax recognised on 2cquisition {3) (4)
Other 4 2
1) (4)

At 31 March 2013 the Company had tax losses carried forward of £1 084 mullion (2012 £977 mullion) It 15 untikely that the Group will generate
sufficrent taxable profits in the foreseeable future to utilise these amounts and therefare no deferred tax asset has been recognised in respect
of these losses Deferred income taxes are catculated using an expected rate of corporation tax in the UK aof 23% (2012 24%)

13 Investment portfolio

Group Group Group Group
2013 2013 Group 2012 2632 Group
Equity Loans and 203 Equity Loans and 2012
invasimants raceivables Total Investments recewvables Total
Non-current Em £m €m £m Em £m
Opening book value 1,927 1,242 3,169 2539 1454 3993
Additions 89 173 282 98 512 610
- Of which loan notes with nil value - {75) (75) - (87) (87)
Disposals repayments and write-offs {283) (133) (418) {519) (2300 (749}
Revaltuation 225 - 225 (180} - {180)
Prowisions and loan impairments - 25 25 {64) (253) (317)
Other movements 39 18 57 53 154) {101)
Closing book value 1,997 1250 3,247 1927 1242 3149
Quoted 431 - 431 535 - 535
Unquoted 1.566 1.250 2816 1392 1242 2634
Closing baok value 1997 1,250 3,247 1927 1242 3169

The holding period of 315 Investment portfolio 1s on average greater than one year For this reason the portfolio 1s classified as non-current

It 1s not possible to identify with certainty investments that will be sold within one year

Additions to loans and recevables includes £112 million {2012 £163 million) in interest receved by way of 16an notes of which £75 million (2012
£87 mullion} has been written down in the year to nil Included within the statement of comprehensive income 1s £54 million (2012 £95 million)

of interest Income, which reflects the net additions after write downs noted above and £14 mulbon of cash income, non-capitalised accrued

income and the capitalisation of prior year accrued income £3 milion {2012 £19 million)

Other movements include foreign exchange and conversions from ene mstrument into another

Included within the statement of comprehensive income are foreign exchange tosses of £143 rmillion (2012 £243 mullion loss} This includes

exchange movernents on non-monetary items {eg equity investment portfolio) and on monetary items (2g non-sterling loans and borrowings)
Of this foreign exchange losses on monetary items not measured at fair value total £35 millien (2012 £83 million)

Palace Street | was launched in August 2011 and started trading loans on & regular basis The investments within this fund are classified

as current assets and hetd for trading and are included here as the Traded portfolio
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13 Investment portfolio (continued)

Group Group

2013 2012

Traded Traded

portfolio pertfolo

Current 1] Em
Opening book value 35 -
Additions 71 78
Disposals repayments and write-offs (157) (42)
Revaluation 4] {1
Other movemenits - -
Closing book value 48 35

Fair value hierarchy
The Group classifies financial instruments measured at fair value in the investment portfolio according to the following hierarchy

Level Fair value input description Financial instiruments

Level1  Quoted prices (unadjusted) from active markets Quoted equity Instruments

Level2  Inputs other than quoted prices inctuded in Level 1 that are observable
either directly {ie as prices) ar /ndirectly {ie derived from prices)

Level 3 Inputs that are not based on observable market data Unguoted equity instruments and loan tnstruments included in the
traded portfolio (Palace Street )

Unquoted egquity instruments and debt instruments included in the traded portfolio are measured in accordance with the International Private
Equity and Venture Capital valuation gurdelines with reference to the most appropriate information available at the ttme of measurement Further
information regarding the valuation of unguoted equity instruments can be found In the section Pertfolio valuation — an explanation

The Group s investment portfolio for equity instruments and traded portfoiio through Palace Street | are classified by the fair value hierarchy
as follows

Group Group Group Group Group Group Group Group

2013 2013 2013 2013 0m2 lijl4 2012 2012

Leval 1 Leval2 Leval 3 Total Level1 Leve!2 Level3 Tatal

Em £m £m £m £m £m £m £m

Quoted equity 431 - - &3 5359 - - 535
Unquoted equity - - 1,566 1,566 - - 1392 1392
Traded portfolio - - 48 48 ~ - 35 35
Total 431 - 1414 2,045 535 - 1427 1962
Company Company Company Company Company Cempany Company Company

2013 2013 2013 2013 2012 2012 v 2012

Level 1 Level2 Level 3 Total Level 1 Level 2 Level 3 Total

£m £m £m Em Em Em £€m £m

Quoted equity 243 - - 243 392 - - 392
Unquoted equity - - 798 798 - - 299 299
Total 243 - 798 1,041 392 - 299 691

There were no transfers between Level 1, Level 2 or Level 3 during the year

Ttus disclosure only relates to the investment portfolic The fair value hierarchy also applies to derivative financial instruments, see note 20
for further details

Level 3 fair value reconciliation

Group Group Company Cormpany

2013 2012 2013 2012

£m £rm £€m Em

Opening book value 1,427 2139 299 58¢
Additions 249 143 514 40
Disposals repayments and write-offs 327) (559 (84) {288)
Revaluatian M4 (225) 55 169}
Other movements 51 (71} 14 27
Closing book vatue 16814 1427 798 29¢

Unguoted equity Investments valued using Level 3 inputs also had the following impact on the statement of comprehensive income, realised
profits over value on disposal of investment of £179 million {2012 £40 million), dvidend income of £23 mitlion (2012 £29 million} and foreign
exchange losses of £37 million {2012 £48 million}

Level 3 inputs are sensitive to assumptions made when ascertaining fair value as described n the Portfolio valuation — an explanation section
A reascnable alternative assumphion would be te apply a standard marketability discount of 5% for all assets rather than the specific approach
adopted This would have a positive impact on the unguoted equity portfolio of £125 rmillion {2012 £100 mitlion) or 8% (2012 7%}

107

SIUaLI3Ie]S |BIUsthy



108

31Group ple Annual report and aceounts 2013

Notes to the financial statements

14 Interests in Group entities

Company Company

2013 2003 Campany

Equity Loans and 2013

invastments receivables Total

Em £m £m

Opening book velue 51 2,273 2,324
Additions 285 272 557
Share of profits - 374 374
Disposals and repayments (49) (2,165) (2,214)
Impairment 9) 7 762
Exchange movements - (122} {122)
Closing book vatue 278 1,403 1,681

Details of significant Group entities are given in note 33
Company Company

2012 2012 Company

Equity Loans and 2012

investments receivables Total

£m £m £Em

Opening book value 95 2619 2714
Additions 37 873 10
Share of profits - 12 112
Disposals and repayments {76) (852) (928)
Impairment {5) (377} (382)
Exchange movements - (102} {i02)
Closing book value 51 2273 2324

15 Business combination

Onthe 28 September 2012 31 Debt Management US LLE, a newly formed entity { 31 DM US ) entered inte a strateg:c transaction with WCAS Fraser
Sullivan Investment Management {"F5IM } to set up aUS debt management platform At the time of the transaction FSIM, a specialist US debt
management company was managing US$2 5 billion of AUM, comprising six CLO funds, one credit opportunity fund and one seruor loan fund

Following completion of the transaction, the fund management of the Semior Loan Fund and the Credit Opportunities Fund transferred across
to 3 DM US The senior loan fund was renamed 31 US Senwor Loan Fund FSIM continued to manage the existing CLO funds until investor approval
was granted to change the fund manager to 31 OM US in March 2013 As part of the strategic transaction the FSIM team were initially employed

by both FSIM and by 31 DM US following the transfer of all FSIM funds to 31 DM US all employees are now employed sotely by 31 OM US

31 DM US has acquired certain of the assets and liabilities of FSIM 31 DM US entered into a services agreement with FSIM which was classified
as anintangible asset Following the transfer of existing CLO fund management {o 31 DM US in March 2013 this agreement has been replaced

angd 3 DM US will now directly manage the CLO funds

Thes strategic transaction is judged to have key features of a business combination and accordingly has been classified as a business

combination under IFRS3 Business Combinations The Group subscribed for B0% of the equity of 31 DM US for cash consideration of £8 milbon
The management team of FSIM subscribed for the remaining 20% of the equity of 31 DM US The Group has entered into agreements to purchase
this remaining 20% from the management team by March 2014, with the price subject to the performance of 3 DM US

The purchase of the management teams eguity helding or earn-out 1s made up of two parts

» £2 mitlion deferred consideration, for the transfer of the remaining 20% of the shares held by FSIM management by March 2016 This has been

recognised on acquisition and will be carned as a liability on the Group balance sheet

m The remaning amount 15 contingent on the management team remaining in employment with 31 DM US and raising new funds The amount
will be determined by the performance of 31 DM US during the three year period and will be recognised in the statement of comprehensive

income as carfied interest and performance fees payable
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15 Business combination (continued)

The fair value of the identifiable assets and liatuities of FSIM as at the date of entenng into the strategic transaction and the consideration
pad were

Farr value
recogrused
Em
Fair value of assets receved
Intangible assets (fund management contracts and service agreement) 2
Total fair value of assets recerved 2
Fair value of babilities assumed
Creditors 1
Total fair value of labilities assumed m
Total identifiable net assets at far value 1
Consideration
Cash 8
Deferred consideration 2
Total consideration 10
Goodwill 9
Net cash outflow arsing on acquisttion
Cash consideration paid @
Cash and cash equivalents acquired -
Net cash flow on acquisition ]

From the date of acquisition to 31 March 2013 31 DM US contributed £3 rrullion to management fees and incurred operating expenses and
amortisation of the fund management contracts of £2 million which resulted in an overall profit of £1 million to the net profit before tax of the Group

16 Intangible assets

Group Group

2013 012
Fund management contracts Em £m
Opening cost 22 22
Acquisitians 12 -
Closing cost 34 22
Opening accurnulated amartisation 5 1
Charge for the year [ 4
Closing accumulated amortisation 1 5
Net book amount 23 17

The amaortisation charge for the year of £6 million (2012 £4 million} has been recognised In operating expenses in the statement
of comprehensive tncome

The acquisitions tn the year relate to the purchase of five European CLO management contracts from Invesco Asset Management Limited
acquired on 30 August 2012 and the fair value attributed to the management contracts acquired as part of the strategic transaction with
Fraser Sullivan Investment Management LLC

Group Group

2013 012

Goodwill £m £m

Opening value — _

Acquisitions 9 -

Closing value 9 =
17 Property, plant and equipment

Group Group Company Lompany

2013 2012 2011 2012

Land and buldings Em Em Em £m

Opening cost or valuation 4 5 & 4

Additions at cost - - - -

Disposals {&) {1) {4) -

Revatuation - - - -

Closing cost or valuation - 4 - &

Net book armount - 4 - [

Cepreciation charged in the year on buildings was £ml (2012 Enil} following the sale of an adrmimistrative office property in Birmingham held by
the company, in December 2012
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17 Property, plant and equipment (continued)

Group Group Company Company

2m3 2012 2013 2012
Plant and equipment £m £m Em Em
Opening cost or valuation 33 32 ~ -
Additions at cost 1 2 - -
Disposals {n m - -
Closing cost or valuation 27 33 ~ -
Opening accumulated depreciation 24 22 - -
Charge for the year 1 3 - -
Disposals {5) (1) - -
Closing accumulated depreciation 20 24 - -
Net book amount 7 9 - -

The Group s freehold properties and long leasehold properties are revalued at each balance sheet date by professional valuers The valuations
were undertaken in accordance with the Apprarsal and Valuation Manual of the Royal Institute of Chartered Surveyors in the United Kingdom

18 Other current assets

Group Group Company Caompany

2013 2012 2013 2002

£m £m £m Em

Prepayments 4 [3 - -
Other debtars a1 9% 15 24
Amaounts due from subsidiaries - - 103 81
85 102 118 105

19 Financial nsk management

Introduction

Areview of the Group s objectives policies and processes for managing and moenitoring risk is set out in the Risk section This note provides
further detail on financial nsk management cross-referring to the Risk section where applicable, and includes quantitative data on specific
financial risks

The Group Is a highly selective investor and each investment 1s subject to a risk assessment through an investment approval process The Groups
Investment Comemuttee Is part of the overall sk management framework set out In the Risk section

Capital structure

The capital structure of the Group consists of net debt, including cash held on deposit, long term borrowing and shareholders equity The type
and matunity of the Group s barrowings are analysed further in note 21 and the Group s equity ts analysed into its various components in the
statement of changes in equity Capital is managed with the objective of maximising long-term return to shareholders, whilst matntaining a capital
base to allow the Group to operate effectively in the marketplace and sustain future development of the business

Group Group

2013 2012

£m £m

Cash deposits and derivative financial assets 750 1172
Borrowings and cerivative financial habilities! {1,085} {1636}
Net debt (335) {464)
Total equity 2934 2427
Gearing (net debt/total equity) 1% 18%

1 Includes E40 million of derwative financial liabihties

Capital constraints

The Group 15 generally free to transfer capital from subsidiary undertakings to the parent company subject to mamtaining each subsidiary with
sufficient reserves to meet local statutory/regulatory obligations No significant constraints have been identified in the past and the Group has
been able to distribute profits in a tax-efficient manner

The Group s regulated capital requirement 15 reviewed regularly by the Board of 31 Investments plc, an investment firm that 1s regulated by

the FSA (which has since changed to the Financial Conduct Authority) The last submission to the FSA demonstrated a significant consolidated
capital surplus in excess of the FSAs prudential rules The Groups capitat requirernent 1s updated annually following approval of the Groups
Internal Capital Adequacy Assessment Process (ICAAP) report by the Board of 31 Investments plc The Group complies with the Individual Capital
Guidance as agreed with the FSA and remains at a significant regulatory capital surplus The Groups Pillar 3 disclosure documnent can be found
on www 31 com
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Financial risks

Concentration risk
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The Group s exposure to and mitigation of concentration risk 1s explained within the investment and treasury and funding sections in the Risk

section Quantitative data regarding the concentration risk of the portfolio across geographies can be found in note 1 segmentat anatysis

Credit nsk

The Group 1s subject to credit risk on its loans traded pertfolio, receivables, derivatives cash and deposits The Group s cash and deposits are
held with a vanety of counterpartes with circa 72% of the Groups surplus cash held on demand in AAA Liguidity funds The balance i1s held on
short-term deposit with 3is relationship banks The credit quality of loans and recervables within the investment portfolio 1s based on the financial
performance of the indwdual portfolio companies For those assets that are not past due it 15 believed that the risk of default is small and that
capital repayments and interest payments will be made in accordance with the agreed terms and conditions of the Groups investment Where
the portfolio company has failed or s expected to fail in the next 12 months, the Group s policy 1s to record a provision for the full amount of the
loan Loanimparrments are made when the valuation of the portfolio company implies non-recovery of all or part of the Group s loan investment
in these cases an appropriate loan impairment is recorded to reflect the valuation shortfall Further information on how credht risk 1s managed 1s
given in the Risk section In accordance with IFRS 7, the amounts shown as past due represent the total credit exposure not the amount actually

past due
Credit nsk
Company Company
Groupuplo Group more upto mare than
Group 1Zmonths than 12 months Group Company 12 months 12 months Company
not past dus past due past dus Total not past dus pastdus past due Total
As at 31 March 2013 Em £m £m Em £m Em Em Em
Loans and receivables and Traded
Portfolic before provisions and
impairments 1.847 90 85 2,022 981 0 84 1,155
Provisions on investments that have
failed or are expected to fail in the
next 12 months (99) - {22} {121) (44} - {22} {66)
Impairments where the valuation of
the portfolio company implies
non-recovery of all or part of the
Groups loan investment (537) 7 {59) (603) (379) {7} {58) {444)
Total 1.211 83 4 1,298 558 83 L} 645
Company Campany
Greupupto Group more upto mere than
Group 12 months  than 12 months Group Company 12 months 12 months Company
not past due pastdue pastdue Total not past due pastdue past due Total
As at 3t March 2012 Em Em £m fm £m £m Em £m
Loans and recevables and Traded
Portfolio before provisions and
imparrments 1841 104 27 1972 213 - 8 21
Provisions on investments that have
failed or are expected to failin the
next 12 months {142) - - (142) (34) - - (34)
Jmpairments where the valuation of
the portfollo company implias
non-recovery of all or part of the
Group s loan investment {436) {90) (27) (553) - - (8) (8)
Total 1263 14 - 1277 179 - - 179

The credit quality of the traded portfolio 1s based on the credit rating of the loans traded Credit nisk 1s carefully managed with the aim of

generating profits from market opportunities At 31 March 2013 the value of the traded portfolio was £48 mullion (2012 £35 million) and was
invested in non-investment grade loans i the range BB to B- (2012 B+ to B-)
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19 Financial nsk management (continued)

Movements on loan impairment and provisions are shown betow

Group Group Group Company Cempany Company
provisions impairments Total ProvISIOns Impairments Total
Em £m Em Em £Em Em
Balance as at 31 March 2011 (110} (394) (504) (41) (186) {57)
Other mavements 36 29 65 22 20 42
Charged to Income statement in the year' (68) {184) (254) (15) (12) (27)
Balance as at 31 March 2012 {142) (553) {495) {34) (8) {42)
Other movements 17 (70) (53) {38) (493) (531)
{Charged)/credited to income statement in the year 4 20 24 [} 57 63
Balance as at 31 March 2013 {121) (603) (724) (66) (444) {510)

1 Included within impairments for the Group and Company s a £1 million value decrease in relation ta the traded portfolio {2012 £1 mullton decrease}

Liquidity nsk

Further information on how ligudity risk 1s managed 1s provided in the Risk section The table below analyses the matunty of the Group s gross

contractual liabilities

Financial babilities {excluding forward foreign exchange contracts)

Group Group Group Company Company Company
Group due due due Company due due dus
dus between batween more due betwaen betwaen mors
within land2 2and5 than5 Group within {and2 2Zand5 than5 Company
As at 1 year years years ysars Total 1ywar years yoars years Total
31 March 2013 £m £m Em Em Em Em £m £m £m £m
Gross
commitments
Fixed loan notes 51 51 417 967 1,486 51 51 417 967 1.486
Committed
rulti-currency
facility 167 2 2 - 171 2 2 2 - [
Interest rate
swaps 5 5 40 - 50 5 5 40 - 50
Carried interest
payable within
one year 29 - - - 29 - - - - -
Trade and other
payables 192 - - - 192 193 - - - 193
Total 444 58 459 967 1,928 251 58 459 67 1,735
Forward foreign exchange contracts
Group Group Group Company Company Company
Group dus due due Company due due due
dus batwaesn betwesn more due batwean batwean maore
within land2 2and5 than 5§ Group within land2 2and5 than 5 Company
Asat 1year years yoars years Total 1year yaars years years Total
31 March 2013 £m £m £m £m £m £m £m Em Em £m
Gross amount
recevable from
forward foreign
exchange
contracts 319 152 - - 47 325 153 - - 478
Gross amount
payable for
farward foreign
exchange
contracts (321) (160) - - 481) {327) {161) - - {488)
Total amount
payabte {2) 8 - - {10} {2) 8) - - (10}
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19 Financial nsk management {continued)

Financizl labikties (excluding forward foretgn exchange contracts)

Group Group Group Company Company Cornparny
Group due due due Company due due due
due between between more due between between more
within 1and2 Zand§ than § Group within 1and?2 Zands than 5 Campany
As at 1 year years years years Total 3 year years yaars years Total
31 March 2012 £m £m £m £m Em £m Em Em Em Em
Graoss
commitments
Fixed loan notes 53 B4 456 1080 1643 53 1 454 1080 1643
Variable loan
notes 249 262 - - 511 249 262 - - 51
Commutted
multi-currency
facility g 9 218 - 236 - - - - -
Interest rate
Swaps 5 5 13 26 459 5 5 13 26 49
Carried interest
payable within
one year 40 - - - 40 - - - _ -
Trade and other
payables 225 - - - 225 173 - - - 173
Total 581 330 687 1106 2704 480 kY4l 4669 1106 2374

Forward foreign exchange contracts

Group Group Group Company Company Company
Group due due due Company due due due
due between between mere due between between more
within 1and2 2and 5 than 5 Group within 1and2 2andh thanb Company
As at i year years years years Total i year years years years Total
31 March 2012 £m £m fm fm Em £m £m Em £m Em
Gross amount
receivable from
forward foreign
exchange
contracts 301 263 - - 564 3067 269 - - 576
Gross amount
payable for
forward fereign
exchange
contracts (293) (256} - - {549) {299} (262) - - (561}
Total amount
payable 8 7 - - 15 8 7 - - 15
Market risk

The valuation of the Group s investment portfolio s largely dependent on the underlying trading performance of the companies within the
portfolio but the valuation and other items in the financial statements can also be affected by interesi rate currency and quoted market
fluctuations The Groups sensitivity to these items Is set cut below

{1 Interest rate risk

Further information on how interest rate nsk 1s managed 15 provided in the Risk section The direct impact of a movement in interest rates

15 relatively small Anincrease of 100 basis points based on the closing balance sheet position aver a 12 month perrod, would lead to an
approximate increase In total comprehensive iIncome of £21 million (2012 £21 million increase (restated)) for the Group and £22 million (2012

£21 milion increase (restated)) for the Company This increase arises principally from changes in interest receivable and payable on floating rate
instrurnents, Including cash, deposits and floating rate debt and change in fair value of the interest rate swap Inaddition the Group and Company
have indirect exposure to interest rates through changes to the financial performance and valuation of portfolic companies caused by interest
rate fluctuations
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19 Financial risk management (continued)

(1) Currency risk

The Groups net assets in euro, US dollar Swedish krona, Ind:an rupee, Chinese renminbi and all other currencies comb:ned s shown in the table
below This sensitivity anatysis 1s performed based on the sensitivity of the Group and Company s net assets to movernents in foreign currency
exchange rates assuming a 10% movement in exchange rates aganst sterling The figures presented as at 31 March 2012 have been restated

to reflect a change in the sensitivity assumption from 5% to 10% which provides a more appropniate assessment of the sensitvity given the

market fluctuations in the year

The Group manages currency risk on a consolidated basis Further information on how currency risk 1s managed is provided in the Risk section

Group Group Group Group
Group Group us Swedish Indian Chuness Group Group
sterling wre dollar krona rupee renmintn Gther Total
As at 31 March 2013 Em Em £m £m £m £m Em £m
Net assets a70 an 8463 14 78 62 174 2,934
Sensitivity analysis
Assuming 3 19% movemnent In
exchange rates agatnst sterling
Impact on exchange
movements in the statement
of comprehensive Income n/a 19 69 35 - - 15 138
Impact on the translation
of foreign operations 1n ather
tomprehensive Income n/a 43 (25) (25) 7 5 - 5
Total nfa 62 (13 10 7 5 15 143
Company Company Company Company
Company Company us Swedish indan Chinese Company Company
steriing "wre dollar krona rupee renminbi Other Total
As at 31 March 2013 tm Em £m £m Em Em £m Em
Net assets 1,642 445 541 2046 27 - 177 3,038
Sensitivity analysis
Impact on exchange movements
n the staterment of comprehensive
income assuming a 10% movement
In exchange rates against sterling n/a 10 34 25 2 - 18 B9
Total n/a 10 34 25 2 - 18 89
Group Group Group Group
Group Group us Swedish Ind:an Chinese Group Group
sterling euro dollar krona rupee renminbi Other Total
As at 3t March 2012 £m Em Em Em £m £m Em Em
Net assets 1174 643 532 14 103 Th 85 25627
Sensitivity analysis
Assurning a 10% movement in
exchange rates against sterling
Impact on exchange
movements (in the statement
of comprehensive iIncome n/a 142 46 32 - - {(16) 204
Impact on the translation
of fareign operations in other
comprehensive income nfa (102) (26) (22) 10 8 24 (108}
Total n/a 40 20 10 10 8 8 925
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19 Financial risk management (continued)

Cempany Company Company Company
Company Company us Swedish Indsan Chinese Cermpany Company
sterlng euro dollar krona rupee renminki Other Total

As at 31 March 2012 £m £m £m Em £m Em £m £m
Net assets 1097 100& 382 131 25 - 78 2719
Sensitivity analysis
Impact on exchange movements
in the statement of comprehensive
incorme assuming a 10% movernent
In exchange rates against sterling nf/a 40 12 22 2 - 10 86
Total n/a 40 12 22 2 - 10 86

{in) Price risk — market fluctuations
Further information about the management of price nsk which anises principally from quoted and unquoted equity investments 15 provided in

the Risk section A 15% change in the fair value of those investments would have the following direct impact on the statement of comprehensive
income

2013 2013 2013 012 2042 2032
Quoted Unquoted Traded 2012 Quoted tingucted Traded 2012
aquity aquity portfolio Total equity equity portfolio Total
£m £m Em £m £m £m £m Em
Group &5 235 7 307 80 209 5 296
Company 36 120 - 156 59 45 - 104

The figures presented as at 31 March 2012 have been updated to reflect a change in the sensitivity assumption from 5% o 15%, which provides
a more appropriate assessment of the sensitivity given the market fluctuations in the year

In addition, other pnice nisk anises from carried interest balances

20 Derivative financial instruments

Group Group Company Company
2013 2012 2013 2012
£m £m £m £m
Non-turrent assets
Forward fore:gn exchange contracts - & - [
- & - &
Current assets
Forward foretgn exchange contracts 4 7 [ 7
&4 7 4 7
Non-current Labilities
Forward foreign exchange contracts {7 (i) {7) n
Interest rate swaps (48) {40) (48} (40)
(55) {41) {55} (41)
Current labilitres
Forward foreign exchange contracts {5) - (5) -
{5} - (5} -

Forward foreign exchange contracts

The contracts entered into by the Group are principally denominated in the currencies of the geographic areas in which the Group operates
The fair value of these contracts 1s recorded in the balance sheet and 1s determined by discounting future cash flows at the prevailing market
rates at the balance sheet date No contracts are designated as hedging instruments, as defined in 1AS 39, and consequently all changes in fair
value are taken to profit and loss

The Group continues (s use of dervatives to hedge exchange maverments on its US dollar and euro portfolio during the year although the hedging
policy has been reviewed and the use of derivatives will reduce during the course of the next financial year

SIVAWIAIES BIDUBULY

At the balance sheet date the notional amount of outstanding forward foreign exchange contracts was £481 milbion (2012 £549 miltion}
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20 Dervative financial Instruments (continued)

Interest rate swaps

The Group has one interest rate derivative The fair value of this contract 1s recorded in the balance sheet and is deterrmined by discounting future
cash flows at the prevailing market rates at the balance sheet date This contract is not designated as a hedging instrument, as defined in 1AS 39,

and consequently all changes in farr value are taken to the statement of comprehensive income

At the balance sheet date, the notional amount outstanding of the fixed rate te vanable rate swap was £150 miltion

The Group does not trade In derivatives in general, derivatives held hedge specific exposures and have matunities designed to match the

exposures they are hedging 1t 1s the intention to hold both the financial nstruments giving rise to the exposure and the dervative hedging themn
until matunity and therefore no net gain or loss 1s expected to be realised

The dervatives are held at far value which represents the replacement cost of the instruments at the balance sheet date Movements in the fair
value of dervatives are included in the statement of comprehensive income In accordance with the fair value tuerarchy described in note 13,
denvative financial instruments are measured using Level 2 inputs

21 Loans and borrowings

Group Group Company Company
2013 2012 2013 2012
Em Em Em Em
Loans and borrowings are repayable as follows
Within one year' 184 231 - 231
In the second year - 250 - 250
in the third year - 50 - -
In the fourth year 280 - 280 -
In the fifth year - 448 - 292
After five years 575 610 575 4610
1,019 1589 855 1383
Principal borrowings include
Group Group Company Company
2013 2012 2013 2012
Rate Matunty £m Em Em £m
Issued under the £2,000 million note 1Issuance programme
Fixed rate
£200 million notes (public issue) 6875% 2023 200 200 200 200
£400 million notes (public 1ssue) 5750% 2032 375 375 375 375
£350 million notes (public 1ssue) 5 625% m? 280 292 280 292
Other - 35 - 35
Vanable rate
EURIBOR
£500 milkon notes (pubtic 1ssue) +0 200% 2012 - 23 - 23
QOther - 250 - 250
855 1383 855 1383
Commutted multi-currency facilities
£204 rullion LIBOR+3 75% 2014 - 50 - -
£50 miton LIBOR+} 50% 2016 - - - -
£450 million' LIBOR+1 00% 204 164 186 - -
164 206 - -
Total loans and borrowings 1.019 1589 855 1383

1 Repaid on 18 Aprl 2013

The £200 rmilbon mutti-currency facility was cancelled in March 2013

The Group 15 subject to a financial covenant on its committed multi-currency facilities, the Asset Cover Ratto defined as total assets {including
cash) divided by loans and borrowings plus derivative financial iabiites The Asset Cover Ratio limit 1s 1 45 at 31 March 2013 (2012 145} the

Asset Cover Ratio at 31 March 201315 4 00 {2012 282)

All of the Group s borrowings are repayable (n one instalment on the respective maturity dates None of the Group s interest-bearing loans and
borrowings are secured on the assets of the Group The fair value of the loans and borrowings 1s £1,087 mullion {2012 £1 581 rrullion) determined
where applicable with reference to their published market pnice
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Group Group Company Company

2012 mz 2093 2012

£Em £m £m £m

Other accruals 192 225 30 44
Armounts due to subsidianies - - 163 127
192 225 193 173

23 Provisions

Group Group Group Group

2013 2013 20m3 M3

Property Redundancy  Restructuning Total

Em £m im £m

Opening batance 4 [ - 10
Charge for the year 3 19 8 30
Utilised in the year - (21) {6) (27)
Closing balance 7 [ 2 13
Group Group Group Group

02 2012 2012 2012

Praoperty Redundancy  Restructuning Total

Em Em £m Em

Opemng balance 7 1 - 8
(Release)/charge for the year {2} 11 - 9
Utilised in the year (1 (8) - {7)
Closing balance 4 [} - 10

The provision for redundancy relates to staff reductions announced prior to 31 March 2013 More detail on the Group restructuring 1s discussed

in the Chief Executives statement on page 11 Most of the provision 1S expected to be utibised in the next year

The Group has a number of leasehold preperties whaose rent and unavoidable costs exceed the economic benefits expected te be recerved
These costs arise over the pertod of the lease and have been prowided for to the extent they are not covered by income from subleases
The leases covered by the provision have a remaning term of up to 13 years

24 I1ssued capital

2013 2013 2012 2012
Issued and fully pad Number Em Number Em
Ordinary shares of 73 19/22p
Opening balance 971,069,281 717 970450620 717
Issued under employee share plans 335.844 1 418 641 -
Closing balance 971 405,127 718 971069281 717

During the year to 31 March 2013 no options to subscribe for ordinary shares were exercised {2012 nl)

25 Equity

Capital redemption reserve

The capital redemption reserve 1s established in respect of the redemption of the Company s ordinary shares

Share based payment reserve

The share based payment reserve s a reserve to recognise those amounts 1n retained earnings in respect of share-based payments

Translation reserve

The translation reserve compnses all exchange differences arising from the translation of the financral statements of international operations

Capital reserve

The capital reserve recognises ali profits that are capital in nature or have been allocated to capital Following changes to the Companies Act the
Company amended 1ts Articles of Association at the 2012 Annual General Meettng to allow these profits to be distributable by way of a dividend

Revenue reserve

The revenue reserve recognises all profits that are revenue in nature or have been allocated to revenue
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26 Own shares

2013 012

Em im

Opening cost 105 Bb
Additions - 3
Disposals {1} {12)
Closing cost 104 105

Own shares consists of shares in 31 Group ple held by the 3t Group Employee Trust As at 31 March 2013 the Trust held 31,395,645 shares
in 31 Group ple (2012 32.968,465} The market value of these shares at 31 March 2013 was £103 mullion {2012 £71 million) The Trust s funded

by an interest-free loan from 31 Group plc

27 Per share information

The earmings and net assets per share atinbutable to the equity shareholders of the Company are based on the foliowing data

As at 31 March 2013 2012
Earnings per share (pence)

Basic 195 {828)
Diluted 194 {82 B}
Earnings (Em)

Profitf{loss) for the year attributable to equity holders of the Company 183 (783}
As at 31 March 2013 2012

Weighted average number of shares in issue

Ordinary shares

971,257,376 970832 567

Own shares

(31,582,481) (25156 748)

939.474,895 945475819

Effect of dilutive potentiat ordinary shares

Share options and awards

3,253,409 2245376

Diluted shares

942,928,304 947921195

As at 31 March 2003 2012
Net assets per share (£)

Basic 312 280
Diluted 31 279
Net assets {(Em)

Net assets attributable to equity holders of the Company 2934 24627
As at 31 March 2013 2012

Number of shares inissue

Orcdinary shares

971,405,127 971069281

Own shares

(31,395,645) (32948 465)

940,009,482 938100816

Effect of dilutive potentiat ordinary shares

Share options and awards

3,613,318 2827365

Diluted shares

943,622,800 940928181

28 Dividends

am3 2013 2012 2042
pence psr share Em pence per share £m

Declared and paid during the year

Ordinary shares

Final dwidend 54 51 24 23
intenm dividend 27 25 27 2%
81 76 §1 49
Proposed final dividend S4 91 54 91
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29 Operating leases

Leases as lessee

Future minimum payments due under non-cancellable operating lease rentals are as follows
Group Group Company Company
2013 2012 2013 2012
£m Em Em Em
Less than one year 7 9 - -
Between one and five years 24 26 - -
More than five years 21 27 - -
52 62 - -

The Group leases a number of its offices under operating leases None of the leases include conttngent rentals

During the year to 31 March 2013 £11 million {2012 £30 million) was recogrised as an expense in the statement of comprehensive income
in respect of operating leases Income recognised in the statement of comprehensive income in respect of subleases was £l {2012 £nil)
The total future sublease payments expected to be received under non-cancellable subleases 1s £7 mullion (2012 £3 mullion)

30 Commitments

Group Group
Group 20m3 Group Group 2012 Group
203 due 2013 2012 due mz2
dus between dus Group due between due Group
within 2ang5 cvers 2013 within Zand5 qver 2012
1 year years years Total 1year years years Total
Em Em £m Em Em £m £m im
Equity 2nd loan investments 6 12 - 18 38 13 - 51
Company Company
Company 2013 Company Cemparny 202 Cempany
2013 due 013 2012 due 2012
dus betwean dus Company due hetween due Company
within 2and5 over § 2013 within 2and5 over 5 2012
1 ywar years years Total 1year years years Total
£m Em Em £m £m Em im Em
Equity and loan investments 5 8 - 13 38 8 - [

For commitments to funds managed and advised by the Group refer to pages 31 36 and 42

31 Contingent liabilities

Group Group Company Campany
2013 2012 2013 2012
€m Er £m £m
Contingent lrabilities relating to guarantees available to third parties
in respect of investee companies [3 37 [ 10

The Company has guaranteed the payment of principal and interest on amounts drawn dewn by 31 Holdings plc under the comrmutted
multi-currency facilities At 31 March 2013 31 Holdings plc had drawn down £164 millian {2012 £206 milion) under these facilities This has since
been repaid by 31 Holdings plcin April 2013

The Company has provided & guarantee to the Trustees of the 31 Group Pension Plan in respect of labilties of 3t plc to the Plan 31 plc 15 the
sponsor of the 31 Group Pension Plan On 4 April 2012 the Company transferred eligible assets (£150 million of ordinary shares in 31 Infrastructure
plc as defined by the agreement) to a wholly-owned subsidiary of the Group The Company will retain all income and capstal rights in relation to
the 31 Infrastructure plc shares, as eligible assets, untess the Company becomes insolvent or fails to comply with matena{ obligations in relation
to the agreement with the Trustees, all of which are under its cantrol The fatr value of eligrble assets at 31 March 2013 was £160 million

{2012 £150 million}

31 Corporation, a 31 Group subsidiary, has provided an indemnification agawnst an existing personal guarantee by the management of Fraser
Sullivan Investment Management on the lease of a New York office taken over by 31 DM US LLC a subsidiary of 3i Corporation 31 Cerporation
151N the process of taking over this guarantee The guarantee covers lost rental income the landlord would suffer if 3: DM US LLC reneged
onits lease obligations

The current lease runs to October 2014 and the maximum exposure that 31 Corporation could be exposed to 1s US$900k

At 31 March 2013, there was no material itigatron outstanding against the Company or any of its subsidiary undertakings

1y
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32 Related parties

The Group has various related parties stemrming frem relationships with imited partnerships managed by the Group, its iInvestment portfolio
its advisory arrangements and its key management personnel In addition the Company has related parties in respect of its subsichiaries

Limited partnerships

The Group manages a number of external funds which invest through limited partnerships Group companies act as the general partners
of these imited partnerships and exert significant influence over them The fotlowing amounts have been included in respect of these

timited partnerships

Group Group Company Company

2013 2012 2013 2012

Statement of comprehensive income £m £m £m Em
Carried interest receivable [ (24) ] {24)
Fees recervable from external funds 25 41 - -
Group Graup Company Company

2013 2012 2013 2012

Statement of financial position £€m Em £m Em
Carried interest recevable 10 27 9 27

Investments

The Group makes minority investments i the equity of unqueted and quoted investments This normally allows the Group to participate in the
financial and operating policies of that company It ts presumed that it is possible to exert significant influence when the equity holding 1s greater
than 20% These investments are not equity accounted for (as permitted by IAS 28) but are related parties The total amounts included for these

Investments are as follows

Group Group Company Company

2013 2012 2001 202

Statement of comprehensive income £m Em Em Em
Realised profit/(loss} over value on the disposal of Investments 118 (4) 42 18

Unrealised profits/{losses) on the revaluation of invesiments 299 (370) 134 {57
Portfalio iIncome 82 122 [ 37
Group Group Company Company

2013 2012 2013 2012

Statement of financial position £m £m Em £Em
Quoted equity investments ass 480 239 377
Unquoted equity investments 1,087 853 584 169
Loans and receivables 1,159 1141 591 121

From time to time transactions occur between related parties within the investment portfolio that the Group influences to facilitate
the reorganisation or recapitalisation of an investee company These transactions are made on an arm s length basis

Advisory arrangements

The Group acts as an adviser to 31 Infrastructure ple which 1s listed an the London Stock Exchange The following amounts have been included

in respect of this advisory relationship

Group Greup Company Company

2013 2012 2013 012

Statement of comprehensive income £m Em Em Em
Unrealised prafits on the révaluation of invesiments 24 22 15 22
Fees receivable from external funds 15 17 - -
Carry recevable from external funds 1 - 1 -
Dwidends 18 18 18 18
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32 Related parties {continued)

Group Group Company Company

w3 2012 2013 2012

Statement of financial pasition £m £m £m £m
Quoted equity investments 398 375 239 375

Key management personnel

The Group s key management personne! comprise the members of the Executive Committee which replaced the Leadership Tearn in July 2012
and the Board s non-executive Directors The following amounts have been included in respect of these indviduals

Group Group
2013 2052
Statement of comprehensive income £m Em
Salaries fees supplements and benefits 1n kind 5 7
Bonuses and deferred share bonuses' & 3
Increase in accrued pension - -
Carried interest and performance fees payable 5 6
Share based payments 2 3
Terminanon benefits? 1 t
1 For further detail see Directors remuneration report
2 Na termination benehits were paid to Executive Directors during the year
Group Group
2012 2012
Statement of financial position tm tm
Bonuses and deferred share bonuses 7 4
Carried interest and performance fees payable within one year F] 4
{arried interest and performance fees payable after one year 1 "
Deferred consideration included within trade and other payables' n 1

1 Deferred consideration relates to the acquisition of Mizuho Investment Management Limited en 15 February 2011

Carnied Interest paid in the year to key management personnel was £6 million {2012 £6 million}

Subsidianes

Transactions between the Company and its subsidianies which are related parties of the Company are ebminated on consolidation
Details of related party transactions between the Company and 1ts subsidiaries are detailed below

Management, administrative and secretarial arrangements

The Comipany has appointed 31 Investments ple a wholly-owned subsidiary of the Company incorporated in England and Wales, as investment
manager of the Group 31 lnvestments ple receved a fee of £23 million {2012 £23 million) for this service

The Company has appointed 31 plc, a wholly-owned subsidiary of the Company incorporated in England and Wales, to provide the Company
with a range of administrative and secretanal services 31 plc receved a fee of £105 mullion {2012 £86 mullion) for this service

Investment entities
The Company makes investments through a number of subsidraries by providing funding in the form of caprtal contnibutions or loans depending
on the legal form of the entity making the investment The legal form of these subsidiaries may be limited partnerships or limited cormpares or

equivalent depending on the junisdiction of the investment The Company receives interest on this funding amounting in the year to 31 March 2013
to £mt{2012 £nl)

Other subsidiaries

The Company borrows funds from certain subsidiaries and pays interest on the outstanding balances The amounts that are included in the
Cornpany s statement of comprehensive income are Enit {2012 £nil)

SluaLuLle]s |BIIUBUY
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Notes to the financial statements

33 Group entities

Significant subsidiaries

Name

Country of incorporation

Issued and fully paid share capital

Principal actiwity

Reg:stered office

31 Holdings ple

England and Wales

1,000 000 ordinary shares of £1

Holding company

16 Palace Street
London SWIE 5JD

31 International Holdings

England and Wales

2715973 ordinary shares of £10

Holding company

3 ple

England and Wales

110 000 DGO ordinary shares of £1

Services

31 Debt Management Limited

England znd Wales

1000 000 ordinary shares of £1

Holding company

31 Debt Management
Investments Limuted

England and Wales

12000 000 ordinary shares of £1

Investment manager

31 Investments plc

England and Wales

10000 000 ordinary shares of £1

Investment manager

31 Europe plc

England and Wales

500 000 ordinary shares of £1

Investment adwiser

31 Nordic plc

England and Wales

500000 ordinary shares of £1

Investment adviser

Gardens Pension Trustees
Limited

England and Wates

100 ardinary shares of £1

Pension fund trustee

31 Carparation USA 15 000 shares of common stock Investment manager Surte 9C
{no par value) 401 Madisan Avenue
New York
NY 10017
3 Debt Management USLLC  USA 100 shares of common stock Investment manager
{no par value)
31 Deutschland Gesellschaft  Germany £25564 594 Investment manager Bockenheimer

fur Industriebeteiigungen
GmbH

landstrasse 2-4 60306
Frankfurt am Main
Germany

The list above comprises the principal subsidiary undertakings as at 31 March 2013 all of which were wholly-owned, with the exception of 31 Debt
Management Limited, which 1s 60% owned and 15 in turn the 100% owner of 31 Debt Management tnvestments Limuted and 31 Debt Management
US LLC which 15 80% owned The Group has entered into agreements to purchase the remaining 40% of the equity of 31 Debt Management
Limited and 20% of 31 Debt Management US LLC, currently owned by management, over the next four years They are incorporsted in Great
Bntain 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 2013, the entire 1ssued share capital of 3 Heldings ple 60% of the 1ssued share capital of 3i Debt Management Lirmited was held
by the Company The entire Issued share capital of all the other principal subsidiary undertakings and 80% of 31 Debt Management US LLC listed
above was held by subsidiary undertakings of the Company

The Directors are of the opirion that the number of undertakings in respect of which the Company is required to disclose infermation under
Schedule 4 te The Large and Medium-sized Companies and Groups {(Accounts and Reports) Regulations 2008 1s such that compliance wouid
result in information of excessive length being given Full infermation will be annexed to the Company s next annual return

Advantage has been taken of the exemption conferred by Regulation 7 of the Partnerships {Accounts) Regulations 2008 from the requirements
to deliver to the Register of Companies and publish the accounts of those Umited partnerships included in the consolidated accounts of the Group
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Independent auditor’s report

Independent auditor's report to the members of

31 Group plc

We have audited the financial statements of 31 Group plc for the year
ended 31 March 2013 which comprise the Statement of comprehensive
income the Group and parent company Statement of changes in equity
the Group and parent company Staterment of financial position the
Group and parent company Cash flow statements and the related notes
1 to 33 The financiat reporting framework that has been appled in
their preparation s applicable law and International Financial Reporting
Standards (iFRSs) as adopted by the European Union and as regards
the parent company financial statements, as applied in accordance with
the provisions of the Companies Act 2006

This report 1s made solely to the Company s members, as a body

in accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state to the
Company s members those matters we are reguired to state to them
in an auditor s report and for no other purpase Ta the fullest extent
permiited by law, we do not accept or assume responsibility to anyone
other than the Company and the Company s members as a body, for
our audit work, for this report, or for the opimions we have formed

Respective responsibilities of Directers and auditor

As explained mere fully in the Statement of Oirectors responsibilities
set out on page 67 the Directors are responsible for the preparation
of the financial statements and for being satisfred that they give a true
and fair view Qur responsibility 15 to audit and express an opimion

on the financial staterents in accordance with applicable law and
International Standards on Auditing (UK and [reland) Those standards
require us to comply with the Auditing Practices Board s Ethrcal
Standards for Auditors

Scope of the audit of the financial statements

An audit involves gbtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free frem material
misstatement whether caused by fraud or error Thrs includes

an assessment of whether the accounting poticies are appropriate
to the Group s and parent company s circumstances and have been
consistently applied and adequately disclosed the reasonableness
of significant accounting estimates made by the Directors, and the
overall presentation of the financial statements In addition we read
all the financial and non-financial information in the annual report to
dentify material inconsistencies with the audited financial staterments
If we become aware of any apparent matenal misstatements

or inconsistencies we consider the implications for our report

Cpinion on financial statements
In our opingn

= the financial statements give a true and far view of the state
of the Groups and parent company s affairs as at 31 March 2013
and of the Group s profit for the year then ended,

a8 the Group financial statements have been properly prepared
In accordance with IFRSs as adopted by the European Union,

s the parent company financial statements have been properly
prepared in accordance with IFRSs as adopted by the European
Umon and as applied in accordance with the provisions of the
Compantes Act 2006, and

m the financial statements have been prepared in accordance with the
requirements of the Companies Act 2006 and, as regards the Group
financial statements Article 4 of the IAS Regulation

Opinion on other matters prescribed by the
Companies Act 2006

In our optnion

wu the part of the Directors remuneration report to be audited has
been properly prepared in accordance with the Compantes Act
2006, and

u the information grven in the Qirectors report for the financial year
far which the financial staternents are prepared 1s consistent with
the financial statements

Matters on which we are required to report
by exception
We have nothing to report in respect of the following

Under the Compantes Act 2006 we are required to report to you if,
N Our opINion

» adequate accounting records have not been kept by the parent
company, or returns adequate for our audit have not been received
from branches not visited by us or

m the parent company financial statements and the part of the
Directors remuneration report to be audited are not in agreement
with the accounting records and returns or

a certain disclosures of Directors remuneration specified by law
are not made, or

»  we have not receved all the information and explanations
we require for our audit

Under the Listing Rules we are required to review

m the Directors statement, set out on page 48, in relation
to going concern

» the part of the Corporate Governance Statement relating to the
Company s compliance with the nine provisions of the UK Corporate
Governance Code specified for our review and

SJUBWIAIE]S BIIUBUI

w certamn elements of the report to the sharehelders by the Board

on Directers remuneration ‘{_ P
Andrew Mcintyre (Senior statut mg)t
for and on behalf of Ernst & Young LLP, Statutory Augitor

Londen
15 May 2013
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Portfolio and other information
Portfolio valuation — an explanation

Policy

The valuation policy 1s the responsibility of the Board, with additional
oversight and annual review from the Valuations Commuttee Our policy
15 to value 315 investrment portfolio at fair vatue and we achieve this

by valuing investments on an appropriate basis applying a consistent
approach across the portfolio The policy ensures that the portfolio
valuation 1s compliant wath the fair value guidetines under IFRS and

I 5o doing, 15 also compliant with the guidelines 1ssued by the
International Private Equity and Venture Capital valuation board

{the IPEV guidelines } The policy covers the Groups Private Equity
Infrastructure and Debt Management investment valuations

Fair value is the underlying principle and 1s defined as  the price that
would be receved to sell an asset in an orderly transaction between
market participants at the measurement date (IPEV guidelines,
December 2012} Fair value I1s therefore an estimate and, as such,
determining fair value requires the use of judgement

Private Equity valuation

Determining enterprise value
To arrive at the fair value of the Group s Private Equity investments,
we first estimate the entire value of the company we have invested
In - the enterprise value This enterprise value 1s determined using
one of a selection of methodologies depending on the nature facts
and arcumnstances of the investment

Where possible, we use methodologies which draw heavily on
observable market prices whether listed equity markets or reperted
merger and acquisition transactions

The quoted assets in our portfolio are valued at their closing bid price
at the balance sheet date

The majonity of the rest of our portfolio, however, (s represented

by ungquoted investments These are valued, in the vast majority

of cases, with reference to market comparables or to recent
reported relevant transactions

As unguoted investments are not traded on an active market, the
Group adjusts the estimated enterprise value by a marketability or
liquidity discount The marketability or kquidity discount is applied
to the total enterprise value and we apply a higher discount rate
for investrents where there are material restrictions on our ability
to sell at a bme of cur choosing

The table on the opposite page outlines in more detail the range
of valuation methodologies avallable to us, as well as the inputs
and adjustments necessary for each

Apportioning the enterprise value between 3i,
other shareholders and lenders

Once we have estimated the enterprise value, the following steps
are taken

1 We subtract the value of any claims, net of free cash balances,
that are mare senior to the most senior of our Investments

2 The resulting attributable enterpnise value is apportioned to the
Groups investment and equat ranking investments by other parties
according to contractual terms and conditions to arnive at a fair value
of the entirety of the investment The value 15 then distributed amongst
the different loan, equity and other financial instruments accordingly

3 If the value attributed to a specific shareholder loan investment in a
company 15 less than its par or norminal value, a shortfall is imptlied,
which s recognised in our valuation In exceptional cases, we may
judge that the shortiall 1s temporary to recogmise the shortfallin
such a scenario would lead to unrepresentative volatility and hence
we may choose not to recagrise the shortfall

QOther factors

In apply:ng this framework, there are additional considerations that
are factored into the valuation of some assets

Impacts from structuring

Structural nights are instruments convertible into equity ar cash at
specific points in time or linked to specific events For example where
a majority shareholder chooses to sell, and we have a minority interest,
we may have the right to a minimum return on our investment

Debt instruments, in particutar, may have structural nights Inthe
valuation, it 1s assumed third parties, such as tenders or holders of
convertible instruments fully exercise any nghts they might have
if they are “In the money , and that the value to the Group may
therefore be reduced by such rights held by thurd parties The
Group s own nights are valued on the basts they are exeraisable on
the reporting date

Assets classifted as “terminal’

If we believe aninvestment has more than a 50% probability of failing
in the 12 months following the vatuation date, we value the investment
on the basis of its expected recoverable amount in the event of faillure
Itis important te distinguish between our investment failing and the
business faling the failure of our investment does not always mean
that the business has faled, just that our recoverable value has
dropped significantly This would generally result in the equity and
loan components of our Investment being valued at nil Value
movernents in the period refating to investments classified as
terminal are classified as provisions in our value movement anatysis

Infrastructure valuation

The primary valuation methodology used for infrastructure
investrnents is the discounted cash flow method { DCF ) Fair value
15 estimated by deriving the present value of the investment using
reasonable assumptions of expected future cash flows and the
terminal value and date, and the appropriate risk-adjusted discount
rate that quantifies the risk inherent to the investment The discount
rate 1s estmated with reference to the market risk-free rate, a nisk
adjusted prermium and information specific to the investment or
market sector

Debt Management valuation

The Group s Cebt Managernent business line typically invests in
traded debt instruments and the subordinated notes that it 1s required
to hold in the debt funds which it manages The traded debt
instruments and the subordinated notes are valued using an average
of broker quotes available reflecting the best avalable market
observable data

Where broker quotes are unavailable or deerned unreliable for
subordinated notes, in the absence of an orderly rarket or where
transactions take place in a market where the motivations of buyers
and sellers is not fully transparent, then the fair value of the
instrument 1s determined with reference to the performance of the
underlying portfolio of the fund typically with reference to the oniginal
arranging bank s models




3i Group plc Annualreport and accounts 2043

% of portfolio
Methodology Description Inputs Adjustments valued on this basis
Earnings Most commonly used Earnings mulbiples are applied to the earnings of A marketabildy or hquidity 7%
{Private Equity) Private Equity valuation the company to determine the enterprise value discount 15 applied to the
methodology enterprise value typically
Earnings between 5% and 15%
Used for investments Reported earnings adjusted for non-recurring using factors such 2s
which are profitable ems such as restructuring expenses for our alignment with
and for which we can significant corporate actions and in exceptional management and other
determine a set of iisted cases run-rate adjustments o arrive at Investors and our
:;r:g:g:;?‘:nﬁﬁgf:edem maintatnable earnings Investrent rights
velevant with simlar Most common measure 1s earnings beforeinterest 1N the deal structure
characteristics tax depreciation and amortisation { EBITDA }
Earnings used are usually the managernent
accounts for the 12 months to the quarter end
preceding the reporting period unless data from
forecasis or the latest audited accounts provides
a more retiable picture of maintarnable earnings
Earnings multiptes
The earmings multiple 15 derived from comparable
listed companies or relevant market transaction
multiples
We select companies in the same industry and
where possible with a similar business model
and profile in terms of size preducts services and
customers growth rates and geographic focus
We adjust for changes in the relative performance
In the set of comparables
Quoted Used for investments Closing bud price at balance sheet date Ne adjustments or 13%
{Infrastructure/ in listed companies discounts applied
Private Equity)
Imminent sale Used where an asset Contracted proceeds for the transaction or best A discount of typically 2 5% %
(Infrastructure/ 1510 3 sales process, estimate of the expected proceeds 1s applied to reflect any
Private Equity) a price has been agreed uncertain adjustments
but the transaction has {o expected proceeds
not yet settled
Fund Used for investments in Net asset value reported by the fund manager Typically no further 1%
{(Infrastructure/ unhisted funds discount applied in
Private Equity/ addiiien to that appbed
Debt Management) by the fund manager
Specific iIndustry Used for investments in We create a set of comparable Listed companies An apprapnate discount s 5%
metrics industries which have well  and derive the implied values of the relevant matric  applied depending on the
{Private Equity) ;‘Jefmed metrics as bases We track and adust this metric for relative valuation metric used
or valuatian —eg book p ol
vatue for INSurance performance as in the case of earnings muliiples
underwriters or regulated  Comnparable companies are selected using
asset bases for utilities the same criteria as described for the
earnings methodology
Discounted Appropriate for businesses  Long-term cash flows are discounted at a rate Discount atready implicit in 7%
Cash Flow with long-term stable cash  which 1s benchmarked against market data where  the discount rate applied to
(Infrastructure/ flows typscally in posstble or adjusted from the rate at the inibial long-term cash flows - no
Private Equity} infrastructure investment based on changes in the risk profile further discounts applied
of the investment
Broker quotes Used to value iraded debt  Broker guctes obtained from banks which trade No discount 1s applied 2%
{Debt Management/ instruments the specific instruments concerned
Infrastructure}
Other Used where eiements Values of separate elements prepared on one Discounts applied to 3%
{Private Equity} of 3 business are vatued of the methodologies listed above the separaie elements
on giffergnt bases as above

For a small praportien of our smaller investments {less than 1% of the portfolio value), the valuation 15 determined by a more mechanicat
approach using information from the latest audited accounts Equity shares are valued at the higher of an earnings or net assets methodology
Fixed income shares and loan investrments are measured using amortised cost and any implied impairment, in line with IFRS

Consistent with IPEV guidelines all egquity iInvestments are held at fair value using the most appropriate methodology and no investments are
held at historical cost
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Fifty large investments

The list below provides information on 50 of gur largestinvestments in respect of the Groups helding excluding any managed or agwised external funds
These do not include seven investments that have been excluded for commercial reasons

investment Description of business Business line

3i Infrastructure plc Quoted investment company investing in Infrastructure Infrastructure
Action Non-food discount retailer Private Equity
ACR Pan-Asian non-life reinsurance Private Equity
Element Materials Technology Testing and nspeciion Private Equity
Foster + Partners' Architectural services Private Equity
Hilte International Fluid control component supplier Private Equity
Quintiles Clinical research outsoureing sclutions Private Equity
Mayborn Manufacturer and distributor of baby products Private Equity
Mémora Funeral service provider Private Equity
Civica Public sector IT and services Private Equity
AES Engineering Manufacturer of mechanical seals and support sysiems Private Equity
Eltel Netwarks Infrastructure services for electricity and telecoms networks Private Equity
Tate? Manufacture and sale of speciality chemicals Prwvate Equity
Amor Distribator 2nd retailer of affordable jewellery Private Equity
Phibro Arumal Health Corporation Animal healthcare Private Equity
Trescal Calibration services Private Equity
Palace Streeti Debt management (Credit Opportunities Fund) Debt Managemenit
Hobbks Retailer of women s clothing and footwear Private Equity
OneMed Group Distributar of consumable medical products devices and technolagy Private Equity
Hyperion Insurance Group Specialist insurance intermediary Private Equity
Geka Mapufacturer of brushes applicators and packag:ng systems for the cosmetics industry Private Equity
Lekolar Distributor of pedagogical products and educational materials Private Equity
Etanco Designer manufacturer and gistributar of fasteners and fixing systems Private Equity
LHI Technolagy Medical eable assemblies Private Equity
Krishnapatnam Port India port Infrastructure
Inspecta Supplier of Testing Inspection and Certification {TIC) services Private Equity
Blue Interactive Cable TV and broadband provider Private Equity
BVG india Business services Private Equity
Refresco Manufacturer of private label Juices and soft drinks Private Equity
Azelis Distributor of specialty chemicals polymers and related services Private Equity
TJouchTunes Interactive Networks Qut of home interactive media and entertainment network Private Equity
Navayuga Engineering and construction Private Equity
Polyconcept Supplier of promotional praducts Private Equity
Agent Provocateur Women s ingerie and associated products Private Equity
SLR Management Specialist environmental consultancy Private Equity
MKM Building Supplies Builders merchant Private Equity
Loxam Professional equipment rental Private Equity
Consultim Finance Wholesaier of rental real estate Private Equity
John Hardy Designer jewellery business Private Equity
Soya Concept Fashion design company Private Equity
UFO Moviez Provider of digital cinerna services Private Equity
KMC Roads Road BOT praoject construction Infrastrugiure
Adani Power Power generation Infrastructure
Environmental Scientifics Group (ESG)  Testing inspection and compliance Private Equity
GVK Energy Power generation Infrastructure
Joyon Southside Real estate Private Equity
Oticas Carol Designer sunglasses business Private Equity
Indiareit Cffshore Fund indian real estate fund Private Equity
Gain Capital Retail online forex trading Private Equity
GO Cutdaors Retailer of outdoor equipment tenis ¢lothing and footwear Private Equsty

1 The residual cost of this investment cannot be disclosed per a confidentiality agreement in place at Investment

2 Previousiy disclosed as non-core

3 Managed in the UK but has investments in Europe North America and the UK
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Prﬂ?f;ﬂﬁ; Residual cost Residual cost Valuation Valuation
First Valuation shares held Mareh 2012 March 2013 March 2012 March 2013
Geography invested In basis Em Em im £m
UK 2007 Quoted 341% 302 302 375 398
Benelux 201 Earnings 211% 115 107 143 280
Singapore 2006  Industry metric 239% 105 105 18 121
Benelux 2010 Earmings 42 8% 63 70 90 112
UK 2007 Other 40 0% 112 108
Germany 2014 Earnings 25 4% 99 54 115 107
North America 2008 Earnings 49% T4 T4 86 103
UK 2006 Earnings 45 7% 103 87 105 97
Spain 2008 £arnings 347% 1é 128 74 90
UK 2008 Earnings 40 2% 92 93 68 B4
46% of 1069 1,049 1286 1,500

total portfolio
UK 1996 Earnings 395% 30 30 63 79
Finland 2007 Earnings 42 6% :5] 87 [ 74
UK 1989 Earnings 261% 2 2 59 43
Germany 2010 Earnings 421% Lb 49 55 57
North America 2009 Earnings 299% 89 89 41 57
France 2000 Earnmings 235% 3 35 38 51
UK? 2019 Breker quotes 1000% 34 50 35 48
UK 2004 Earmings 470% 74 79 49 47
Sweden 201 Earnings 305% 93 13 46 47
UK 2008 Imminent sale 191% 21 21 34 43
63% of 1576 1,604 1776 2,086

tatal portfolio
Germany 012 Earnings 457% nfa 57 n/a 39
Sweden 2007 Earnings 333% 30 33 36 36
France 20N Earnings 303% 72 74 &7 34
China 2008 Earnings 375% 16 16 30 32
India 2009 DCF 30% 24 24 3 32
Finland 2007 Earnings 392% 51 63 13 3
Brazil 2012 Indusiry metnc 44 0% n/a 29 n/a 29
Incha 201 Earmings 196% 21 21 25 27
Benelux 2010 Earnings 107% 4b 46 17 27
Benelux 2007 Earnings 475% a1 66 56 27
North America 201 Earnings 94% 18 18 22 27
India 2006 DCF/Earnings 10 0% 23 23 61 26
Benelux 2005 Earnings 13 0% 43 48 29 24
UK 2007 Earnings 34 5% 49 &9 i3 24
UK 2008 Earmings 259% 23 23 23 23
UK 1998 Earnings 303% 15 16 21 23
France 201 Earnings 49% 21 21 23 21
France 2007 Earnings 20 0% 24 12 20 20
China 2007 Earnings 235% 15 15 9 20
Denmark 2007 Earnings 45 0% 13 13 23 20
India 2007 Earnings 276% 11 11 14 19
India 2011 CCF 59% 15 15 16 17
India 2007 Quoted 16% 26 26 28 17
Ux 2007 Earnings 38 0% 32 40 21 16
India 2010 OCF 28% 23 23 22 15
China 2007 DCF 499% 8 8 20 15
Brazil 2013 Earnings 390% n/a 14 n/a 14
India 2004 Fund 20 0% 13 13 12 12
North America 2008 Quoted 140% 24 23 13 12
UK 2011 Earnings 16 5% 17 17 13 12
84% of 2299 2,460 2492 2,757

total portfolio
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Information for shareholders

Financial calendar

Ex-dwidend date 19 June 2013
Record date 21 June 2013
Annual General Meeting* 18 July 2013
Final dividend to be paid 26 July 2013
Half-year results (available online only) Novernber 2013
Interim dwidend expected to be paid January 2014

* The 2013 Annuat General Meeting will be held at The Queen Elizabeth Il Conference Centre Broad Sanctuary Westminster London SW1P 3EE on 18 July 2013 at 11 00am For
further details please see the Notice of Annual General Meeting 2013

Information on ordinary shares
Shareholder profile Location of investors at 31 March 2013

UK 769%
North America 129%
Continental Europe 75%
Other international 27%
Share price

Share price at 31 March 2013 316 0p
High during the year (18 March 2013) 324 4p
Low curing the year (24 May 2012) 148 Bp

Dividends paid in the year to 31 March 2013

2011/2012 Final dwvidend paid 20 July 2012 S4p

2012/2013 Interim dividend paid ¢ January 2013 27p

Balance analysis summary

Mumber of holdings  Number of holdings Balance as at

Indwidyals Carporate Bodies 31 Mareh 2013 %
1-1000 15510 601 7540020 078
1001 -10000 5911 1115 16847417 173
10001 -100 00D 194 399 18583797 191
100 001 - 1000000 23 279 104 634179 1077
10000061 - 10 600 000 0 117 329288913 3390
10000 001 - highest 0 20 49451080 5091
Total 21,638 2.531 971,405,127 100 00

The table above provides details of the number of shareheldings within each of the bands stated in the register of members at 31 March 2013

In the past, some of our shareholders have received unsolicited If you recerve any unsclicited investment advice
telephone calls or correspondence concerning investment matters
fram organisations or persons claiming or implying ihat they have
some connection with the Company These are typically from
averseas based brokers who target UK shareholders offering to

» 3lways ensure the firm 1s on the Finanaial Conduct Authonity { FCA )
Register and s allowed to give financial advice before handing over
your money You can check at www fca org uk/register,

sell them what often turn out to be worthless or high risk shares in » double-check the calter is from the firm they say they are - ask for
UK or overseas investments Sharehaolders are advised to be very their name and tetephone number and say you will call them back
wary of any unsolicited advice offers to buy shares at a discount Check their identity by calling the firm using the contact number
or offers of free reports into the Company These approaches are listed on the FCA Register This s important as there have been
operated out of what s more commonly known as a baller room instances where an autherised firms website has been cloned but
You may also be approached by brokers offering to purchase your with a few subtle changes, such as a different phone number or
shares for an upfront payment in the form of a broker fee, tax false email address,

payment or de-restniction fee This is a comman secondary scam

operated by the bailer rooms check the FCAs list of known unauthornised overseas firms

However, these firms change their name regularly, so even If a firm
15 not Listed it does not mean they are legitmate Always check that
they are listed on the FCA Register,

» If you have any doubts call the Financial Conduct Authority
Consumer Helpline on 0800 111 6768 If you deal wath an
unauthorised frm you will nat be eligible to receive payment
under the Financial Services Compensation Scheme




Annual and reports and Half-yearly reports enline
If you would prefer to recewe shareholder communications
electronically in future including annual reports and notices

of meetings, please visit our Registrars website at

www shareview co uk/clients/3isignup and follow the
instructions there to register

The 2013 half-yearly report will be available online only
Please register to ensure you are notified when it becomes available

Mare general Information on electronic communications is available
on our website at
www 31 com/investor-relations/shareholder-information

Investor relations and general enquiries

For all investor relations and general enquiries about 31 Group plc
including requests for further copies of the Report and accounts
please contact

Investor relations

31 Group ple

16 Palace Street

London SW1E 50

Telephone +44 (0§20 7975 3131
emai {RTeam@3i com

or visit the Investor relations section of our website at

www 3t com/investor-relations for full up-to-date investor relations
infarmation, including the latest share price results presentations and
financial news

Registrars
For shareholder administration enquiries including changes
of address please contact

Eguiniti

Aspect House

Spencer Road

Lancing

West Sussex BN9% 6DA
Telephone 0871 384 2031

Calis to this number are charged at 8p per minute from a BT landline,
other telephony provider costs may vary Lines are open from 8 30am
ta 5 3¢pm, Monday to Friday

{Internatronal callers +44 121 415 7183)

31 Group ple
Registered office

16 Palace Street,
London SW1E 5JD, UK

Registered in England No 1142830

An investment company as defined by section 833 of the Compantes
Act 2006

Designed and produced by Radley Yeldar www ry com

Printed by Pureprint Group whe are a CarbonNeutral® pnnter certified
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3i Osprey LP No. LP11865

Manager's report

31 Osprey LP ("the Partnership”) was established on 14 February 2007. The Manager submits its
report together with the financial statements of the Partnership for the year to 31 March 2013. The
Partnership’s ultimate parent 1s 31 Infrastructure plc 3t infrastructure plc and ts subsidianes are
considered to be "the Group”

Manager

The General Partner of the Partnership 1s 3t Osprey GP Limited which has delegated the
responsibility for the administration of the Partnership to 31 investments plc ("the Manager”)

31 Investments plc has responsibiiity for the operations of the Partnership and for managing the
investment portfolio on behalf of the Imited partners.

Activities and future prospects

The pnncipal activity of the Partnership is to invest exclusively in Anghan Water Group ("AWG")
Limited and to carry on the busmess of an investor in Anglian Water Group Limited.

There have been no changes in activity in the year and the Manager does not foresee any future
changes

The Manager does not consider that the Partnership carries on substantally different classes of
business and no segmental mformation has been presented.

Business review

The total comprehensive income for the year amounted to £50,366,569 (2012* £46,481,244) This
compnses amounts attributable to the Partners for the year of £19,428,364 (2012, £26,692,387)
which has been allocated to the Partners’ profit accounts and an unrealised profit on the
revaluation of investments of £30,938,205 (2012 £19,788,857)

A summary of movements in investments I1s given in note 3 to the financial statements

Principal risks and uncertainties

A description of the principal financial nsks and uncertainties facing the Partnership and the
Partnership’s financial nsk management policies are set out in note 11 to the accounts From the
perspective of the Partnership, the pnncipal operational nsks and uncertainties are integrated with
the principal nisks of the Group and are not managed separately The principal nsks and
uncertainties of the Group, which include those of the Partnership, are set out in the consolidated
financial statements of 3i Infrastructure plc



31 Osprey LP No LP11865
Manager's report (cont'd)

Key performance indicators

The Directors of 31 Infrastructure plc manage the operations of the Group on a consolidated basis

The Manager believes that an analysis of the Partnership's results using key performance indicators i1s
neither relevant nor appropnate to the management of the business The deveiopment, performance
and posttion of the Group, which includes the Partnership 1s discussed in the financial statements of 3t
Infrastructure plc. The net asset value movement of the Partnership 1s monitored by the Manager on a
quarterly basis

Taxation

As a imited partnership, the taxation payable on profits 1s the hability of the partners and accordingly
no charge for taxation appears in the financial statements

Partners’ interests

A summary of movements in Partners’ accounts I1s given tn note 6 to the financial statements.

Statement of Manager's responsibilities

The Manager s responsible for preparing the financial statements in accordance with applicable law
and regulations and the Partnership Agreement of the Partnership

The Compantes Act 2006, as applied by the Partnershups (Accounts) Regulations 2008, requires the
Manager to prepare financial statements for each financial year Under that law the Manager has
elected to prepare the financial statements in accordance with Intemational Financial Reporting
Standards as adopted by the European Union.

Under the Companies Act 2006, as applied by the Partnerships {(Accounts} Regulations 2008, the
Manager must not approve the financial statements unless it 1s satisfied that they give a true and fair
view of the state of affairs of the Partnership and of the total profit or [oss of the Partnership for that
period

In prepanng these financial statements, the Manager 1s required to

o select suitable accounting policies and then apply them conststently,

e make judgments and accounting estimates that are reasonable and prudent,
state whether applicable Intemational Financial Reporting Standards have been followed,
subject to any materia! departures disclosed and explained in the financial statements, and

= prepare the financial statements on the going concern basis unless it 1s inappropnate to
presume that the Partnership will continue in business

The Manager I1s responsible for keeping adequate accounting records that are sufficient to show and
explain the Partnership's transactions and disclose with reasonable accuracy at any time the financtal
position of the Partnership and enable the Manager to ensure that the financial statements comply
with the Companies Act 2006, as applied by the Partnerships {Accounts) Regulations 2008. The
Manager is also responsible for safeguarding the assets of the Partnership and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities




3i Osprey LP No LP11865

Manager's report (cont'd)

Going concern

The Manager has assessed the net asset posttion of the Partnership and has concluded that it has
sufficient hquid resources to mest its liabtlittes for the foreseeable future The Partnership 1s
exposed to limited external labiities. For this reason, it continues to adopt the going concern basis
for preparnng the financial statements.

Audit information

Pursuant to s418(2) of the Companies Act 2008, each of the Directors of the Manager confirms
that: (a) so far as they are aware, there I1s no relevant audit information of which the auditor 1s
unaware, and (b) they have taken all steps they ought to have taken to make themseives aware of
any relevant audit information and to establish that the auditor 1s aware of such information

Auditor
Ernst & Young LLP will remain in office as the auditor of the Partnership

For and on behalf of 3t Investments pic

S Halsse
Authonsed signatory
Date 2% / ob (2013

Registered Office
16 Palace Street
Loendon SW1E 5JD



3i Osprey LP No. LP11865

Independent auditor’s report to the members of 3i Osprey LP

We have audited the financial statements of 31 Osprey LP (“the Partnership”) for the year ended

31 March 2013, which compnse the statement of comprehensive ncome, the statement of changes
In partners’ accounts, the balance sheet, the cash flow statement, the accounting policies Ato J
and the related notes 1 to 12 The financial reporting framework that has been applied in their
preparation i1s applicable law and International Financial Reporting Standards as adopted by the
European Union

This report 18 made solely to the Partnership, as a body, in accordance with Chapter 3 of Part 16 of
the Compantes Act 2006 as applied to qualifying partnerships by The Partnerships (Accounts)
Reguiations 2008 Our audit work has been undertaken so that we might state to the members of
the Partnership those matters we are required to state to them tn an auditor's report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Partnership, as a body, for our audit work, for this report, or for the opinions
we have formed

Respective responsibilities of the Manager and the auditor

As explained more fully in the Statement of Manager’'s Responsibilities set out on page 3, the
Manager is responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view Our responsibility 1s to audit and express an opinion on the financial
statements in accordance with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audtit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error  This includes an assessment of whether the
accounting policies are appropnate to the qualifying partnership’s circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the Manager and the overall presentation of the financial statements in
addition, we read all the financial and non-financial information in the Manager's Report and the
other information contained in the annual report to identfy matenal inconsistencies with the audited
financial statements If we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Opmion on financial statements

In our opinion the financial statements

e give a true and far view of the state of the Partnership’s affairs as at 31 March 2013 and of
its profit for the year then ended,

« have been properly prepared in accordance with International Financial Reporting Standards
as adopted by the European Union, and

« have been prepared mn accordance with the requirements of the Companies Act 2006 as
applied to qualifying partnerships by The Partnerships (Accounts) Regulations 2008
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Independent auditor’s report to the members of 3i Osprey LP

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 as
appled to qualifying partnershups requires us to report to you if, in our opinion,

¢ adequate accounting records have not been kept, or retums adequate for our audit have not
been recetved from branches not visited by us, or

¢ the financial statements are not in agreement with the accounting records and returns, or

+ we have not received all the information and explanations we require for our audit

M‘Yw‘j Lf

Geraint Dawvies (Semior statutory audrtor)
for and on behalf of Emst & Young LLP, Statutory Auditor
London

Date 28 June 2003




31 Osprey LP No LP11865
Statement of comprehensive income
for the year to 31 March
Notes 2013 2012
£ £
Portfolio Income 1 22,586,062 29,567,764
Administrative expenses 2 {3,162,326) (2.879,864)
Other interest receivable 4,628 3,487
Amount available for allocation among Partners 19,428,364 26,692,387
Unrealised gain on the revaluation of the investment 3 30,938,205 19,788,857
Profit for the year 50,366,569 46,481,244
Total comprehensive income for the year 50,366,569 46,481,244
All tems in the above statement are derived from continuing operations
Statement of changes in Partners' accounts
for the year to 31 March
2013 2012
£ £
Opening balance of Partners’ accounts 8 234,779,577 234,780,943
Distributtons to Partners ] (19,530,132) (26,693,753)
Total comprehensive income for the year 50,366,569 46,481,244
Transfer to unrealised reserve 7 {30,938,205) {19,788,857)
Closing balance of Partners’ accounts 6 234,677,809 234,779,577

The accounting policies on pages 10 to 11 and the notes on pages 12 to 17 form an integral part of these

financial statements




3i Osprey LP No LP11865
Balance sheet
as at 31 March
Notes 2013 2012
£ £
Assets
Non-current assets
Investments held at fair value through profit or loss 3 267,279,056 236,340,851
Loans and recevables 3 69,300,148 69,300,149
336,579,205 305,641,000
Current assets
Trade and other receivables 4 1,671,050 1,690,038
Cash and cash equivalents 84,190 98,299
1,755,240 1,788,337
Total assets 338,334,445 307,429,337
Liabilities
Current liabllitles
Trade and other payables 5 825,188 756,517
Net assets 337,509,257 306,672,820
Represented by:
Loans and other debts due within one year
Partners' capital classified as a hability 6 97,153,914 178,687,827
Equity
Partners' caprtal classified as equity 6 252 252
Profit account 6 137,523,643 56,091,498
Total Partners’ funds 234,677,809 234,779,577
Unrealised reserve 7 102,831,448 71,893,243
337,509,257 306,672,820

The accounting policies on pages 10 to 11 and the notes on pages 12 to 17 form an integral part of these

financial statements
For and on behalf of 31 Investments plc

S - Helduosed

Authonsed signatory
Date  2¢ ( ob 2013
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Cash flow statement
for the year to 31 March

Notes 2013 2012
£ £

Cash flow from operating activities
Total comprehensive iIncome for the year 50,366,569 46,481,244
Adjustments for
Unreahsed gain on the revaluation of investment (30,938,205) {19,788,857)
Decrease/(increase) In receivables 18,988 (21,688)
Increase in payables 68,671 10,662
Net cash flow from operating activities 19,516,023 26,681,361
Cash flow from financing activities
Distnbutions to Partners 6 (19,530,132) (26,693,753)
Net cash flow from financing activities {19,530,132) (26,693,753)
Net cash outflow in the year (14,109) {12,392)
Cash and cash equivalents at the start of the year 98,299 110,691
Cash and cash equivalents at the end of the year 84,190 98,299

The accounting policies on pages 10 to 11 and the notes on pages 12 to 17 form an integral part of these
financial statements
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Accounting policies

A Statement of compliance These financial statements have baen prepared in accordance with International Financial
Reporting Standards, intemational Accounting Standards and their interpretations 1ssued or adopted by the Intemational
Accounting Standards Board as adopted for use in the European Urion ("IFRS")

These financial statements have been prepared in accordance with and 1n complrance with the requirements of the Limited
Partnership Agreement of the Partnership and with the requirements of the Compames Act 2008 as appled by the Parinerships
{Accounts) Regulations 2008

The IASB has Issued the following standards and interpretations to be applied to financial statements with periods commencing
on or after the followng dates

Effective for period

beginning on or after

IAS 1 Preseniation of ltems of Other Comprehensive Income — Amendments lo IAS 1 1 July 2013
JAS 19 Employee Benefits (revised) 1 July 2013
IAS 28 Investments in Associates and Joint Ventures {as revised in 2011) 1 July 2014
IAS 32 Amendments to Offsetting Financial Assets and Financial Liabikties 1 January 2014
II-I;S 1 Govemment Loans - Amendments to IFRS 1 1 January 2013

Disclosures — Offsething Financial Assets and Financial Liabities — Amendments to

IFRS 7 IFRS 7 1 January 2013
IFRS 8 Financial Instruments Classlification and Measurement 1 January 2015
IFRS 10 Consohdated Financial Statements 1 January 2014
1AS 27 Amendment to Separate Financial Statements 1 January 2013]
IFRS 11 Jont Arangements 1 January 2013|
HFRS 12 _ |Disclosure of Interests in Other Entities 1 January 2013
IIFRS 13 lFa:r_Vglue Measurement 1 January 20134
|IFRIC 20 IStrlppmg costs in the production phase of a surface mine 1 January 20131

The Manager does not anticipate that the adoption of these standards, interpretations and emendments will have a matenal
impact on the financtal statements in the penod of initral application and has therefore decided not to adopt these amendmenis
early

B Basls of preparation The financial statements are presented n sterling, the functional currency of the Partnership The
majonty of the Partnership’s business operations are conducted in sterling

The preparation of financial statements in conformity with IFRS requires the Manager to make judgments, estmates and
assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, income and
expenses The estmates and associated assumptions are based on experience and other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of determining the camymg value of assets and liabilites
that are not readily apparent from cther sources Actual results may differ from these estimates

The estmates and underlying assumptions are reviewed on an ongoing basis Rewistons to accounting estimates are recognised
in the penied in which the estmate is revised if the revision affects only that penod, or in the period of the revision and future
periods if the revision affects both current and future penods  Areas where assumptions are sigruficant to the financial
stataments include

(i) Valuation of the investment portiolic - The mvestment in Anglian Water Group Limited 15 valued on a discounted cash flow
basis which requires assumptions to be made regarding future cash flows and the discount rate to be apphed to these cash
flows

(i1) Assessment for impairment - The Manager must make certain estimates regarding the recoverabiity of loans and recervables
when assessing whether these financial assets meet the cniteria for impaimment against the curent canmying value

{iii) Treatment of capital - The Manager has made a significent judgement on the treatment of Partners’ capital as debt and equity
as set out In section E

The accounting pohices set out below have been apphed consistently to all periods presented in these financial statements

10




3: Osprey LP No LP11865

Accounting policies

C Investments [nvestments are recognised and derecognised on the date where the purchase or sale of an investment is under
a contract whose terms require the delivery or settiement of the investment Investments are managed with 8 view to profiting
from the receipt of interest and dwvidends and changes in the fair value of equity investments Equity investments are designated
at fair value through profit and lass upon initial recognition and subsequently carned in the balance sheet at far value All
investments are inlially recognised at the fair value of the consideration given and held at this value until it is appropnate to
measure farr valug on a different basis, applying the Group's valuation pohcy

Fair value 1s measured using the Intemational Pnvate Equity and Venture Capital guidelines Discounted Cash Flow (*DCF™) 13
the pnmary basis for valuation In using the DCF basis, fair value 1s estmated by demang the present value of the investment
using reasonable assumptions and estimation of expected future cash flows and the appropnate nsk-adjusted discount rate that
quantifies the nsk inherent to the investment The discount rate will be estimated for each investment denved from the market
risk-free rate, a risk-adjusted premiurm and information speaific to the Investment or market sector

Other investments, including loan investments and fixed income shares, are classified as loans and recevables and
subsequently camed in the balance sheet at amortised cost less impairment

D Revenue recognition Revenue s analysed into the following components

{1} Realised gains on the disposal of investments i the difference between the falr value of the consideration recelved less any
directly attnbutable costs, on the sale of equity and the repayment of [oans and receivables, and s fair value Realised profits
are recogrised n the statement of comprehensive income

{n) Unrealised gains on the revatuation of mvestments 15 the movement in carmying value of investments between the start and
end of the accounting penod converted Into sterling using the exchange rates in force at the date of the movement Unreallsed
gang are recognised i the statemant of comprehensive income and have been allocated to an unreatised reserve that 1s
separate from Partners' capital

{) Portfolio Income I1s recognised to the extent that it 15 probable that there will be econome benefit ansing from the investment
and the income can be reliably measured The following specific recognitton cntena must be met befora the income 1s
recognised

- Income from loans and other recevables s recogrised as it accrues by reference to the principal outstanding and the
effactive interest rate applicable

- Dividends from equity investments are recognised when the sharaholders’ nghts to receive payment have been established
except 1o the extent that dividends, paid out of pre-acquisiion reserves, adjust the farr value of the equity mvestment

E Classification of capital Under the terms of the Partnership Agreement of the Partnership, capital 1s contnbuted to the
Partnership by the Members in the form of both capital and loan contributions The loan contnbutions are classified as a liability
in the financial statements on the basis that the repayment of the loan contnbutions rank in pronty to the repayment of the capital
contnbutions upon a retum of capital by the Partnership All capital distnbutions made by the Partnership will reduce the loan
contnbution balance until such time as the loan contribution has been fully repaid by the Partnership Following the repayment of
the lcan contribubions, all surplus capital profits are recognised as a capital gain ansing from the capital contnbution

F Administrative axpenses All reasonable costs incurred in relation to the administration of the Partnership are charged to the
statement of comprehensive income on an accruals basis

G Loan to General Partners The General Partner is entitled to a priority profit share calculated as a fixed proportion of the
value of the Partnership's net assets in accordance with the Limited Partnership Agreement The obligation of the Partnership to
settle the pnonty profit share ranks in advance of the allocation of any profits to the other partnars of the Partnership To the
extent that the Partnership generates insufficient realised profits in any financial year from which to settle the Genera! Partner's
profit ghare, payment i3 made to the Generat Partner in the form of an interest free loan that can only be settled through the
allocation of future tncome generated by the Partnership As a result, the prionty profit share s considered to be an obligation of
the Partnership and s therefore treated as an expense of the Partnership (and included In administrative expenses) rather than
treated as an allocation made from Partners’ capital

H Cash and cash equivalents Cash and cash equivalents in the balance sheet compnse cash at bank and in hand with an
onginal matunty of three months or less  For the purposes of the cash flow statement, cash and cash equivalents compnse cash
as defined above

1 Other receivablas Assets, other than those specifically accounted for under a separate policy, are stated at thewr consideration
receivable less immpairment losses The camying value of such assets are considered approximate to ther fair value All assets
are reviewed at each balance sheet date to determine whether there is an indication of impairment  If any such idication exists,
the asset's recoverable amount 1s estimated based on expected discounted future cash fiows Any change i the levels of
impairment is recognised directly in the statement of comprehensive income  An impalrment loss Is reversed at subsequent
financial reporting dates to the extent that the asset's carmying amount does not exceed its camyng value, had an impairment
been recognised

J Other payables Liabilites, other than those specrfically accounted for under a separate policy, are stated based on the
amounts which the Manager considers to be payable (n respect of services received up to the balance sheet date The camyng
value of other payables is considered to be approximate to their far value
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Notes to the financial statements

1 Portfolio Income

Year to Yaar to

31 March 2013 3¢ March 2012

£ £

Dividend income 15.675.034 22,635,049
Interest income 6,911,028 6,932,715
22,586,062 29,567,764

All income Is derived from the Partnership’s investment that 1s domiciled in the United Kingdom and from the
Partnership’s pnncipal activity

2 Administrative expenses

Yearto Year to
31 March 2013 31 March 2012
£ £
Administrative expenses are stated after charging
Auditor's remuneration 4,333 5,000

The auditor's remuneration of £4,333 (2012 £5,000) was paid by 3i Infrastructure plc, the ultimate parent
undertaking of the Partnership and was re-charged to the Partnership The Partnerstup did not (ncur any non-
audit fees (2012 £nil) In respect of services provided by the Partnership's auditor

Administrative expenses include a pnonty profit share payabie to the General Partner of £3,157,111 (2012
£2,876,105) This balance 1s calculated at a rate of 0 25% of the net assets of the Partnership and 1s payable

on a quarterly basis in arrears

3 Investments

The Partnership holds a 15% stake in Anghan Water Group Limited, a company domiciled in the United
Kingdom

Unquotad Loans and

equity recevables Total

£ £ £

At 1 Apnl 2012 236,340,851 69,300,149 305,641,000
Unrealised gains on revaluation of investment 30,938,205 - 30,938,205
At 31 March 2013 267,279,056 69,300,149 336,579,205

Unguoted Loans and

equity raceivables Total

£ £ £

At 1 April 2011 216,551,894 69,300,149 285,852,143
Unrealised gains on revaluation of investment 19,788,857 - 19,788,857
At 31 March 2012 236,340,851 69,300,149 305,641,000

12
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Notes to the financial statements

3 Investments (cont'd)
Fair value hierarchy

The Manager classifies financial instruments measured at far value in the investment portfolio according to
the following hierarchy

Level Fair value input description Financial instruments
Quoted prices (unadjusted) from  (Quoted equity instruments
Level 1 active markets _
inputs other than quoted pnces Debt investments held at fair
included In Level 1 that are value

observable either directly {ie as
prices) or indirectly (ie denved

Level 2 from prices)
Inputs that are not based oh Unquoted equity instruments
Level 3 observable market data and loans and receivables

Unquoted equity instruments are measured in accordance with the International Private Equity and Venture
Capital Valuation guidelines with reference to the most appropnate information available at the ime of
measurement

The Partnership's equity investment portfolio 1s classified by the fair value hierarchy as the following

As at 31 March 2013
Level 1 Level 2 Level 3 Yotal
£ £ £ £
Unquoted equity - - 267,279,056 267,279,058
Total - - 267,279,056 267,279,056
As at 31 March 2012
Level 1 Level 2 Level 3 Total
£ £ £ £
Unquoted equity - - 236,340,851 236,340,851
Total - - 236,340,851 236,340,851
Level 3 fair value reconciliation
£
Opening book value 236,340,851
Ravaluation 30,938,205
Closing book value 267,279,056
Level 3 fair value reconciliation
£
Opening book value 216,551,994
Revaluation 19,788,857
Closing book value 236,340,851

There have been no reclassificatlons for assets that have baen transferred in or out of Level 3 dunng the year
(2012 £ml)

The asset held within Level 3 15 valued on a discounted cash flow basis, hence the valuation is sensitive to
the discount rate assumed i the valuation of the asset Increasing the discount rate used in the valuation of
the asset by 1% would reducs the value of the asset by £32 0 millon Decreesing the discount rate used in
the valuation of the asset by 1% would increase the value of the asset by £38 0 million

13
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Notes to the financial statements

4 Trade and other receivables 31 March 31 March
2013 2012

£ £

Accrued income 1,670,798 1,688,786
Amounts due from limited partners 252 252
1,671,050 1,690,038

None of the above amounts are considered to be past due or mpaired (2012 none)

5 Trade and other payables 31 March 31 March
2013 2012
£ £
Amounts owed to the General Partner 820,855 738,660
Amounts owed to related undertakings 4,333 17,857
825,188 756,517
6 Partners’ accounts
Capital
contributions Loans Profits Total
£ £ £ £
Total Partners' funds at 1 Apnl 2012 252 178,687,827 56,001,498 234,779,577
Amount available for allocation among partners - - 19.428.3684 19,428,364
Distnbutions - {19,530,132) - (19,530,132)
Transters - {62,003,781) 62,003,781 -
Total Partners' funds at 31 March 2013 252 97,153,914 137,523,643 234,677,809

The transfer relates to an adjustment to reflect distnbutions applied to the profit account in prior years that are
being transferred to the loan account until the loan account has been fully repaid in line with the terms of the

Limited Partnershup Agreement.

Capital
caontributions Loans Profita Total
£ £ £ £
Total Partners' funds at 1 Apnl 2011 252  178.687.827 56,002,864 234,780,943
Amount available for allocation among partners - - 26,692,387 26,692,387

Distnbutions - (26,693,753) {26,693,753)

Total Partners' funds at 31 March 2012 252 178,687,827 56.091,498 234,779,577

14
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Notes to the financial statements

7 Unrealised reserve

Unrealised

raserve

£

Balance as at 1 Apnl 2012 71,893,243
Unrealised gain on investment 30,938,205
Balance as at 31 March 2013 102,831,448
Balance as at 1 Apn! 2011 52,104, 386
Unrealised gain on investment 19,788,857
Balance as at 31 March 2012 71,893,243

8 Income taxes

No provision for taxation has been made as the Partnership 1S not a taxable entity Any taxation ansing on the
income and gains of the Partnership 1s payable by the individual partners

9 Related parties

Dunng the year, the Partnershup entered into transactions, in the ordinary course of business, with certain
related parties Each of these categones of related parties and their impact on the financial statements is
detalled below The Partnership has no key management personnel

Limited Partners

Transactons with Limited Partners in the form of allocations of profit and drawdowns and distnbutions of cash,
including balances at the year end, are detalled in note 6 Amounts outstanding at the year end are shown in
note 4

General Partner

The Partnership pays a Pnonty Profit Share to its General Partner The Prionty Profit Share entilement for
the year was £3,157,111 (2012 £2,876,105) To the extent that there is insufficient income to allocate against
the General Partners’ dramings, the balance takes the form of an interest free loan

The balance payable to the General Partner in respect of the Prionty Profit Share at the end of the year was
£820,855 (2012 £738,660)

Uttimate Parent Undertaking

The total amount owed to the ultmate parent undertaking, 31 Infrastructure pic at the end of year, in respect of
administrative expenses paid on behalf of the Company was £4,333 (2012 £5,000)

10 Controlling party

In additon to being a imited partner in the Partnership, 31 Infrastructure plc 1s considered to be the ultimate
controling party Copies of the consolidated 31 Infrastructure plc {"the Group®) financial statements which
include the results of the Partnership are avallable from Lime Grove House, St Helier, Jersey JE1 28T

15
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Notes to the financial statements

11 Financial risk management

The Partnershup 1s a subsidiary of 3i Infrastructure plc The Group sets objectives, policies and processes for
managing and monitonng operational nsk as set out in the Risk secton in the 3 Infrastructure plc annual
report. This note provides further information on the specific financial nsks faced by the Partnership

Concentration risk

Cancentration nsk 15 managed at the Group leve! as discussed in the Risk section in the 31 Infrastructure plc
annual report The Partnership is exposed to nsk based on its sole investment in Anglian Water Group (AWG)
Limited

Capiltal structure

The caprtal structure of the Partnership consists of equity and loan commitments made by iimited partners in
accordance with the Limited Partnershup Agreement dated 14th February 2007 The Manager beheves that
the Partnership has sufficient capital to cover its habitihtes The Partnershup 15 free to retum realised surplus
profits to the partners in accordance with the Limited Partnership Agreement No restnctions exist in respect of
the distribution of surplus realised profits Profits are allocated to each partner in proportion to their profit
entitiements In accordance with the Limited Partnership Agreement

Credit risk

The Partnershup 1s subject to credit nsk on its loans and receivables, cash, deposits and outstanding loan
commitments

The Manager does not believe that there 1s significant credit nsk as amounts owed by the Partnership’s
debtors are due from other Group entities and repayable on demand, or from investee companes for which
the perfarmance and ability to meet obligations are closely monitored The Partnership's maximum exposure
to credit nsk 1s the value of the debt investment and receivables balance as disclosed in notes 3 and 4 and its
cash balance Through the year, the Partnership’s cash and deposits were held with a vanety of
counterparties pnncipalty in AAA-rated money market funds, as well as in short-term bank deposits with a
minimum of a single A credit rating

The Partnership 1s also expaosed to credit nsk In relation to outstanding loan commitments from its mited
partners Loan commitments are made under the Limited Partnership Agreement signed by all parties so that
all members of the Partnership are aware of their commitments The Manager communicates regularly with all
the members of the Partnershup to make them aware of likely future capital requirements and provide
explanations for investment performance

Liquidity risk
Liquidity nsk 1s managed at the Group level as discussed in the Risk secton in the 31 Infrastructure pic annual
report The current llabibties are repayable on demand for the consideration shown in note 5

Market risk

The valuation of the Pantnership's investment 1s largely dependent on the undertving trading performance of
AWG Limited, but the valuation of the investments and the carrying value of other items n the financial
statements can also be affected by interest rate, currency and quoted market fluctuations The Partnership's
sensitivities to these are set out below

{i} Interest rate risk

The Partnership 1s not exposed to interest rate nsk as the rate on the loan held with AWG Limited 1s fixed The
interest eamed on the cash balance is not deemed to be sigruficant

(Ii) Currency risk
There 1s no currency risk as all balances are held ih pound sterling
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Notes to the financial statements

11 Financial risk management (cont'd)

(in) Market price risk

The Parinership 1s exposed to market price nsk in relaton to the fair value of ts direct investment in AWG
Limited Volatiity in the market value of this investment Is considered to be imited due to the predictable
nature of the cash flows that are recewed from the underlying tnvestment A 10% (2012 10%) increase or
decrease In the farr value of the equity tnvestment would have the impact of increasing or decreasing net
assets and net profit by £26 7m (2012 £23 6m)

12 Contingent habilites

At 31 March 2013, there was no matenat itigation or ather contingent habilites outstanding against the
Partnership (2012 £nil) There are no outstanding investment commitments owed by the Partnership
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